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Docunment AC 1/59
1 29th June 1959
Original: English

ELEVENTH GENERAL CONFERENCE
NEW DELHI , INDIA

DRAFT AGENDA OF THE
STAMDING COMUITTEE ON AGRICULTURAL CO-OPERATION

25th/26th Ilovember 1959

Adoption of agenda (Document AC 1/59).

Review of co-operative activities since the Tenth General Conference
(Document AC 2/5%), including: '

- Second Session of the Standing Committee on Agricultural
Co~operation (Appendix A)

- Specialized Seminar on Co-operative Marketing of Eggs and
Poultry in Europe (Appendix B)

-~ Study Tour for Co-operative Eumployees (Appendix C)
Discussion and approval of a policy statement on agricultural co-operation

for submission to the Eleventh General Conference of 1FAP (Document AC 3/59)
with particular reference to the following subjects:

- agricultural co-operatives and the trend towards integrated and
contractual relationships betwesn producers, processors, and trade

- the rble of agricultural co~operation in developing economies

- agricultural co-operatives'! contribution to the adjustment of
supply to demand

Discussion and approval of IFAP's co-operative program for the period up
to the Twelfth General Confersnce.

Any other business.

Adoption of Committee's report (Document AC L/59).



Document AC 2/59
September 1959
2 Original: English

ELEVENTH GENERAL CONFERENCE

NEW DELHI , INDIA

TFAP'S CO~-OFPERATIVE ACTTVITIES SINCE THE
TENTH GENERAL CONFERENCE

(Prepared by the Secretariat)

(Reference: Item 2 of the Draft Agenda of the Standing Committee
on Agricultural Co-operation)

1. In accordance with the desire expressed at the Tenth General Conference for
fuller documentation on the main co-operative events to be made available at the
General Conferences, the complete reports on the following items appear as appen-
dices to this docunent:

- Second Session of the Standing Comuittee on Agricultural
Co-operation (Appendix A)

~ Specialized Seminar on Co-operative larketing of Eggs and
Poultry in Europe (Appendix B)

- Study Tour for Co-operative Employees (£ppendix C)

2. The Executive Committee has continued to sive prominence to co-operative ques-
tions and has sought in particular to achieve a fuller integration of the di:zcuss-
ions of the Standing Cormittee on 4gricultural Co-opuration with thosc of the Policy
Committee at the General Conferences. The arrangements adopted for the Eleventh
General Conference are expected to satisfy this requircmsnt to a greater extent

than before. The Chairman of the Standing Committee on Agricultural Co-operation
attended both sessions of the Executive Committee held since the Tenth General
Conference (Brussels, 13th October 1958, and Copcnhagen, 28th/29th Uav 1959).

3. Consultations are at present taking place (September 1959) which it is hoped
will lead to a meeting of representatives of FAO, ILO, IFaP, ICA, and CEA to dis-
cuss thelr current and planned activities in the field of co-operation, and to
co-ordinate them wherever desirable. There are prospects that this meeting

will be held before the Eleventh General Conferencc, It is also hoped that
representatives of ICA and IFAF will have the opportunity of a personal exchange
of views in preparation for the above-mentioned meeting.

he 30 far the response by member organizations to the request for information
and comments to help in the preparation of zuides for students from the develop-
ing countries and those responsible for directing their studies in the advanced
countries has been disappointing and insufficient to c¢nable a start to be made.
A reminder is being sent to member organizaticns.

oo
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5. FAO has invited IFAP to take an active part in the preparation and running
of a seminar designed to give guidaned to the present and prospective leaders of
farm organizations from a mumber of countries in Africa and the Near and Middle
East.  Though primarily concerned with general farm organizations, the seminar
- will also include” some material on agricultural co-operatives, The Seminar,
sponsored by FAO and the Danish Government, will probably be held in Denmark in
July 1960. The Co-operation Officsr took part in the work of a planning comm-
ittee for the Seminar that met in Copenhagen in Jamuary 1959,

6. Regular consultations have been held with the Co-operation and Rural Welfare
services of FAOQ, The Co-operation Officer took part in the annual meeting of
the Selection Committee that advises UNESCO on the award of travel grants under
its European Workers!' Educational Travel Program.
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Original: English
ELEVENTH GENERAL CONFERENCE

NEW DELHI , INDIA

REPORT ON THE SPECIALIZED SEMIFVAR ON
CO-OPERATIVE MARKETING OF EGGS AND POULTRY IN EUROPE
Dublin, 9th/13th June 1959

I

(Prepared by the Secretariat)

(Reference: Item 2 of the Draft Agenda of the Standing Committee
on Agricultural Co—ogeration)

1. At the invitation of the National Farmers' Association, IFAP member organiza-
tion for Ireland, the Seminar was held in Dublin (at NFA Headquarters) from 9th to

13th June 1959.
2. A list of delegates'and observers, and the program of the Sem}nar, are attached.

3. The following paragraphs attempt, in summary form, a description of the supply
and demand situation for eggs and poultry in BEurope and the rdle of farmer co-
operatives in this branch of agriculture. These comments are based on the lecturss
and exchanges of views at the Seminar; the purpose of which was purely informational,

lie In Western Europe there has been an over-all increase in egg production in
recent years compared with pre-war. Ireland is the only country in Burope show-
ing a reduction compared with pre-war. Production in Eastern European countries
is increasing., European trade in eggs (comprising about one-tenth of production
outside the U.S.S.R.) is essentially intra-European and a relatively small number
of countries now dominate’ the market either as importers (Western Germany and Italy)
or as exporters (Netherlands, Denmark, and Belgium). - Imports hade been growing to
meet increasing consumption, except in the United Kingdom, which was the largest
single importer of eggs in pre-war years but is now, under the stimulus of support
prices, able to meet virtually all its requirements from home production. Today,
 the export trade depends essentially on Western Germany (accounting for some 50%
of world trade in eggs) which takes about 80% of Dutch and Danish exports. Dutch
exports have increased threefold over the 1931;-38 volume while Danish exports
have remained at about pre-war levels. Belzian exports have increased in recent
years, Irish exports are now negligible compared with pre-war and early post~war
years, due to the loss of the traditional Irish export market in the United Kingdom.
Eastern Buropean countries, mainly Poland, are also now corpeting with West Furopean
exporters and this development is likely to continue.

5. Producers in egg importing countries receive prices considerably above producer
prices in exporting countries and variations in egg prices in recent years have
been less marked in importing countries (because of government support) than in
exporting countries. Producers for export may expect to find growing competition

1
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for narrowing export market outlets and thls; poupled with growing competition
from producers in importing countries, may depress prices in the years ahead.
Larger supplles will probably only be sold at narrowing profit margins or even at
a loss. o DR

6. Despite the limited export outlets for eggs in Europe, there are good possib-
ilities of increasing consumption of poultry and eggs. Recent studies show that
there is generally considerable elasticity of demand for eggs. It is considered
that consumptlon levels in both richer and poorer European countries could be
raised (although saturation point may have been reached in the U.S.A. at about

20 to 24 kg. per head per year). Furopean egg producers should, however, aim at

a reduction of seasonal variation in egg production (an objective which has already
been largely achieved in the HNetherlands and Denmark) and a reduction of unit costs
of production to take advantage of this potential demand. It is in the egg pro-
ducers! interest to provide a continuous supply at reasonable prices in order to
maintain consumption habits. Higher average annual prices would follow. Poultry
production by its nature can be highly cyclical and the history of the industry
illustrates the desirability of avoiding as far as possible seasonal and cyclical
movements in production and prices., Larger supplies will probably only be sold

at lower unit prices and it must be expected that the relation between the price

of feed and the price of eggs or poultry meat will deteriorate, as experience in
the U,5.A., and the United Kingdom shows. 1iore specialization and.a close study

of feeding methods and conversion rates will be necessary. Research on the
development of laying birds to produce eggs in the present scarcity periods should .
be encouraged. It would also be of value if an international infeormation service
for poultry prices and production forecasts were established as an aid in the
effort to create more even supplies and steadier prices.

7. The importance of a rapid movement of a fresh product of high quality to the
_consumer, attractive packaging, and good merchandising hardly needs to be stressed.
Producers must be willing to devote resources to promoting these objectives,
developing consumer education, and encouraging greater variety in the ways of
using eggs.

8. There is a diversity of practice in the code-marking of eggs and in the meas-
ures taken in order to ensure that the consumer recsives fresh eggs of good qual-~
ity. It is difficult to obtain agreement on the most desirable code-marking
system., The problem is an important one as the objectives of the code-marking
system are to eliminate market speculation in eggs and to guarantee quality and
freshness to the consumer. The failure of the code-mark to fulfil the latter aim
has in some instances brought it into disrepute among consumers who are prepared
to pay a premium for unmarked eggs. The introduction of an agreed European code
of marking would not in itself be a solution as the problem involves the whole
process of production, collection, transport, and distribution. Even the human
factors .of judgment and efficiency in quality-testing form part of the problem.

9. There has recently been a considerable expansion of btroiler production in
Furope and the upward trend is continuing but the future of this industry depends
essentially on the price of poultry meat relative to that of other meats. Exper-
ience in North America illustrates this. As long as prices of poultry meat are
above those of other meats, demand is confined largely to the higher income groups.
More efficient production of broilers has led to reduction of prices and to in-
creased consumption of poultry meat which is now becaming a staple food instead .
of a luxury in Europe (as is already the case in the U.S.A.). The broiler indus-
try cannot develop as a by-product of egg production. - Although it is expected
that there will be a steady demand for eviscerated, pre-wrapped, ready-to-cook
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birds, fears are expressed in some quarters that the production capacity of the
industry may outrun demand. In the long run the problem of surplus supplies of
poultry meat, as well as of eggs, may have tc be considered in a wider context
than Furope and North America,

10. In the last ten years there has been a tendency towards larger specialized
producing units, and a consequent decline in the réle of poultry as an 1mportant
secondary source of inccme for the small farmer. Poultry keeping is now passing
from the hands of the farmer's wife and becoming a specialized activity demanding
business skill and the adoption of the most modsrn production methods, akin in
some respects to industrial practice. FEconomic calculations predominate. The
position is likely to be further aggravated by increased output gesulting from an
effort to maintain income levels in periods of keen competition. :

1l. Contract faming is already doginant in the poultry industry in North America
and is now developing in Europe. Indeed, broiler production is the outstanding
recent development in contract farming and it is estimated that in North America
about 80% of all types of broilers are produced under some form of contract be-
tween producers, feed manufacturers, processors, and distributors. .The rapid
expansion of the broiler industry is in fact attributed to contract farming which
has been meeting the demand from the supermarkets and chain Foodstores in North
 America. This development raises many questions: how far is the integration of
agriculture and business desirable and what will be the results? What effect will
it have on the scale of farming and size and number of farms?  Will it take the
form of outright ownership or will co-operative arrangements predominate?  Ques-
tions such as these, with their economic and social implications, require careful
study by agricultural producers and by national and international organizations.

12. This, then, is the context in which farmer co-operatives have to serve their
members. In the egg and poultry sector the achievements of co-operatives in
Europe vary widely. In some countries they ‘handle a substantial proportion of
total supplies, clsewhere they are not as yet able to influence the market strongly.
The advantages of co-operative organization in this sector have been proved by the
foremost egg—-exporting countries. It is beyond doubt that producers can face the
rapid technological and economic changes taking place today with greater confidence
if united in their own co-operatiyes.

‘13, Recent developments such as those mentioned in paras. 10 and 11 above, and
tochnological advanoes in general, have placed the small producer in a particularly
unfavourable pos1t10n. Unable, for lack of capital or technical know~how, to use
the most efficient production methods, he finds that his costs remain high in rela-
tion to generally declining prices received for his output of eggs and poultry.
Frequently he is unable to meet the demands of wholesalers for high and uniform
quality.. Farmer co-operatives can do much %o remedy this situation, principally
by making available sound technical advice ard, in certain cases, credit and thus
enabling the small producer to achieva better cuality at lower cost. The} cannot,
of course, by themselves obviate the danger of a general surplus of certain items,
for instance broilers, resulting mainly from the creation of highly specialized,
industrial production units and the extension of contract farming.

1. Farmer co~operatives may even favour the small producer to some extent, for
instance by applying uniform collection fees which do not correspond with actual
unit costs involved in collecting small and large consignments. Limits to this
and similar measures vary from one co-opcrative to another. At some point or
other, however, there is always a danger that larger producers will find private
buyers willing to give them more advantageous terms than the co-operative does.
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If such a tendency were not checked, the co-operatives would find themselves with
an active membership of predominantly small-scale producers, with consequent
higher running costs and weakened competitive position. Here no precise general
rule can be laid down. Iuch depends on the degree of cohesion within each co-
operative.

15. An important function of farmer co-operatives is to eliminate speculation,
which develops easily in the private egg trade. lthough opinions are divided
about the efficacity of code-marking (see para. 8), it dces appear to have gone
far to prevent speculation in countries where it has been adopted. The farmer
co-cperatives have pioneered the introduction of compulsory marking, in order to
eliminate manoeuvres by wholesalers and retailers that are prejudicial to both
producer and consumer. This is but one aspect of the constant efforts made by
farmer co-operatives to improve the efficiency of the whole marketing process,
not only by getting rid of the completely negative practices but also by perform-
ing the necessary marketing and distribution services at the lowest possible cost.
Indeed the functions of a national co~operative system go still further. They
include, or should include, the switching of supplies to the most profitable
markets (including foreign markets, where applicable) and to the most appropriate
uses, and storage at times of over-abundance, Tt is hard to overestimate the
value of this action to the individual farmer who, even if not a member of a co-
operative, often benefits indirectly from the general improvement in market con-
ditions thus achieved. A ’

16. The Seminar did not attempt to discuss, in the short time available, all

the implications of contract farming and the attitude of farmer co-operatives
with regard to it. (This question is on the agenda of IFAP's Eleventh General
Conference taking place in New Delhi, November/December 1959). It was agreed
that this development is of the utmost importance for farmers and must be studied
very closely by co-cperatives before they define their policy.

17. No matter what new forms of organization may develop in the poultry industry,
the producer must ensure that his commodities are of prime quality and as fresh
as possibls at the time of sale. Such factors as continuity of supply, fresh-
ness, quality, cleanliness, good merchandising, and also in the case of eggs,
colour of yolks and the condition of albumen, will affect sales and consumption
habits. In every country it is important that research into all aspects of the
poultry industry should be developed and the results made available to the pro-
ducer, who must use them to make his enterprise efficient. He must also be
prepared to change, for instance from egs to poultry meat production, where
market conditions dictate that a change shculd be made. Efforts must also be
made, by producers themselves and by governments, to create a healthier inter-
national trading situation, taking into account, in particular, the present
difficulties of countries that rely mainly on agricultural export earnings for
their economic and social development. For all these purposes, co-operative
organization is one of the most effective tools at the disposal of farmers.

18, A nuber of suggestions were put forward by delegates and received general
support.

(a) Statistics on production, marketing, and consumption of eggs
should mention rumbers as well as weight. Metric measures
should be used to facilitate international comparison,



Appendix B to

-5 - Document AC 2/59

8

(b) Short bulletins on the naticnal situation of supply and demand
and market outlook for eggs and poultry should be provided by
members and circulated regularly (perhaps quarterly) through
IFAP among countries wishing to take part in such an exchange
of information,

(c) Egg and poultry marketing co-operatives can learn from one
another in the field of management techniques and operating
costs. Hational organizations may wish to make such informa-
tion available for circulation within TFAP's membership.,

(d) The Canadian delegate urged IFAP and its members to consider
the possibility of holding a similar seminar in Canada,

19. At the end of the Seminar participants put on record their unanimous apprec-
iation of the warm hospitality extended by the Hational Farmers' Association and
its cepable handling of the arrangements in Dublin. The Seminar also acknow-
ledged the courtesies shown by the Minister of Agriculture, who gave a reception
in honour of participants and made available two oificials of his Department as
rapporteurs, and by the Irish Agricultural Organisation Society, whose General
Secretary lectured at the Seminar and collaborated with NFA in preparing the
programe. ’



Annexe B - Appendix B
Document AC 2/59

(1)

SEMINAIRE INTERNATIONAL SUR L. COOPERATION ..GRICOLE

THTERNATIONAL SEMINAR OF AGRIGULTUR.L CO=OPERATION

LISTE DES PARTICIPANTS

LIST OF PARTICIPANTS

DELEGUES
DELEGATES

Belgique

Eejgium I'y Van Dessel

Thomas Veys

Canada

Canada

Hamish MacLeod

Danemark

Denmark F, Harreschou

France
France Je Archambaud
J. Le Bihan

A, Peuteuil

Irlande
In@Iana

Teresa Brennan

Kathleen Buckley

Sous-Comptoir d'Achat ¢t de Vente
du Boerenbond Belge,

16, ruc Juste Lipse

Bruxcllcs IV

Sociétd Aves du
Boercnbond Belge

609, Chaussée de Kapellen
St. ileriaburg (Anvers)

United Cooperetives of Ontario
P.0. Box 527, Weston
Toronto 15, Ontario

Densk Andels Aegexport
Copenhagen

Syncopac
129, Blvd 3aint Germain,
Paris >éme

Tnstitut Netional Agronomique
16, rue Claude Bermard
Paris Séme

Syncopac
129, 3Blwvd Saint Germain,
Paris Héme

Poultry Instructors! Association
10, Glenarm Avenue, Drumcondra
Dublin

Poultry Instructors! Association
Woodstock Street, Athy,
Co. Kildare

[oae



(i) innexe B - Lppendix B
10 Document AC 2/59

TIrlande (suite)
Treland (cont'd)
Wora C. Byrne Fedes 2oultry Cormittee
Gormenston, Co. :teath

Collier HeFon. rfoultry Committee
Boggan, Kiloride, Coc. Carlow

93]

HMrse

27, Garlsfort Terrace
Bublin

J.M. Grecne Yational Farmers! Association
o

S. Healy , National Farmers?! Association
27, Carslfort Terracc
Dublin

Hary iloore Poultry Instructors?! Assoclation
Town Hall, Trim, Co. ileath

J. Quinn National Farmers! Association
27, Darlsfort Terrace, Dublin

Mrs. C. Sheehy M. "o, Poultry Committee
Erry, 3allinure, Thurles
Co. Tipperary

- Luxembourg

Tuxembourg [Mathias Berns Centrale Paysanne Luxembourgeoise
38, rue Jos. Junck
Luxembourg

Norvege
Norway Ce Sundby Det Kgl. Sclskap for Norges Vel
' Bfndernes hus
Uslo

Suéde .
Sweden 3. Flygere Svenska Agghandelsforbundet
" Kungsgaten 57 L

Stockholm O

- P.G. Janson Svenska Ligghandelsforbundet
Kungsgatan €7 L
Stockhoin C

Royoume=-Uni
United Kingdom
W, Bagle-Bott Natvional Farmers! Union
Lgriculture House
Knightsbridge
London S.W. 1

L. Pattison National Farmers! Union
Agriculture Eouse
Inightsbridge
London S.V.1
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OBSERVATE
O3SIRVERS H. Jacoby

C. Sundby
SECRETARIAT

R. Hewlett

11

(iii)

Food and #4griculture Organization
Palais des Nations
Genéve, Switzerland

European Productivity Agency, Paris

International Federation of
Agriculturcel Producers

Via Yser 1h

Rome, Italy
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IFAP SEMINAR ON CO-OPERATIVE MARKETING
OF EGGS AID PQULTRY

Dublin, 9th=13th Junc 1959

PROGRAI
londay 8th June Delegates asscmble in Dublin
Tuesday 9th June Opening of Seminar by Dr. Juan . Greene,

President, Hational Farmers! iissociation, and
Dr. Yenry Kennedy, General Secretary,
Irish Agricultural Organisation Society

"Trends in supply and demand in Burope of
cgos end poultry!

-

- Lecturers F. Jacoby, ECE/FAO, Geneva

sing ond consumer ecducation”
S gl

L,L. Pattison, Netional Farmers'! Union
Londeon

Excursion to places of interest in the Dublin area.
Agricultural film show at FA House. :
Wednesday 10th June Tigriculbtural fesearch in Ireland"

Lecturers Dr. T, Walsh, Director, Agricultural
Research Institute

"Co-operative advisory work"
Lecturer: ©. karreschou, Dansk indels iegexport,
Copenhagen

Mhgricultural Co-operation in Ireland"
Lecturer: Dr. IH. kennedy, General Secretery, I.».0.S.

"Poultry Production in Ireland"
Lecturers Dr. L.P,F¥. Smith, “conomic Adviser,

oW A
N ;
gl oil o

Thursday 11lth June Aiil-day excursion, visiting farms and poultry and
egg producing centres,

Dinncr given by the National Farmers! issociation
at the Shelbourne Hotel.

Friday 12th June "Current developments in egg and poultry marketing in
North Americal ’
Lecturer: Hamish ilacleod, United Cooveratives of Ontario,
Toronto, Canada

"Collection of produce and vayment of members!
Lecturer: J, Le Bihan, Institut National Agronomique,
Paris

[ooe
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Friday 12th June
{cont!d)

Saturday 13th June

"Control of scasonal variations in production'
Lecturer: P,G. Janson, Svenska igghandelsforbundet,
Stocikholm

Reception given by the Minister of agriculture in
Iveagh House, St. Stephen's Greens

Summing up by rapportcur, Jr. F.G. Foster, and
discussion.
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ELEVENTH GENERAL CONFERENCE

NEW DELHI , INDIA

REPORT Cil EIGHTH STUDY TCUR FOR
~ CO-OPERATIVE Ei/PLOYEES
tngland, 9Th/19th June 1959

(Prepared by the Secretariat)

(Reference: Ibem 2 of the Draft Agenda of the Standing Committee
on Agricultural Co-operation)

1. The eighth in the series of anmual study tours for co-operative employees,
organized by IFAP since 1952, visited England from 9th to 19th June 1959,

2, The group consisted of 22 employees from Belgium, Canada, Finland, Italy,
Netherlands, Norway, Sweden, and Yugoslavia. A list of participants and the
detailed itinerary of the tour are attached.

3. Travel to and from London for the European participants was covered by a grant

from UVESCO under its European Vorkers' RBducational Travel Program., UNESCO's con-
tinuing support of the tours is keenly appreciated both by IFAP and by the indivi-

dual participants who benefit from it.

L. The host organization was the National Farmers' Union of England and Tiales,
IFAP member, in close association with the Agricultural Central Co-operative
Association. To these two organizations IFAP expresses its thanks for the
excellent handling of all arrangements and for the hospitality extended by them
and by their affiliates., The Secretarv of the Agricultural Central Co-operative
Association accompanied the tour throughout. The Horace Plunkett Foundation
kindly made available a member of its staff to serve as interpreter.

S« This report does not set out to make an analysis of agricultural co-operation
in England nor to describe the structure and activities of each co-~operative
visited, Tt simply tries to define (as in reports from previous IFAP study tours)
the characteristic features of agricultural co-operation in England today and to -
suggest some reasons to account for the direction in which the movepment has devel-

oped.

6, One of the Tirst facts to be noted is that only 5 per cent of the working popu-
lation is engaged in agriculture., This is probably the lowest figure to be found
in any country. Britain has long been the biggest import market for farm products
and remains so in spite of an increase in domestic agricultural production of 60
per cent compared vith pre-war. This increase means that the British farmer now
supplies about one-half of the country's food recuirements. As in most other
countries, the agricultural producer receives a measure of government suppordt, the
system generally used being that of deficiency payments. Under this system the
farmer sells his produce on the open market in compebtition with imported food, and

[eos
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the government bridges the gap between the average market price and a standard
price (previously determined at annual price reviews), The current suppord
measures have resulted in a nore satisfactory level of income than before the war,
when Tarmers may well have felt that their situation was so insecure that their
om efforts, through co-oneratives and othervise, could not alone bring about a
substantial improvement, )

7+ TVhatever the reason, this period did not see any spectacular development in
agricultural co-operation, On the other hand, since the end of the war, with the
Agricultural Act of 1947 recognizing the place of farming in the economy and giving
farmers some assurance for the future, there has been a remarkable expansion of co-
operative activities, both within the existing societies and through the creation

of new ones. The establishment of a central body for' the agricultural co-operative
movement, a crying need ever since the winding up of the English Agricultural Organ-
isation Society in 192L, was realized after the Second orld War, No doubt the
climate of greater understanding for the problems of farming and its importance in
the national economy, noticeable in the past fifteen or twenty years, has something
to do with these co-operative achievements.

8. Another feature of Rritish agriculture, closely tied up with the conditions
described, is the Marketing Board. One of the most important measures taken by
government in response to the desperate plight of farmers in the early thirties

was to pass legislation governing the setting up of Marketing Boards for agricul-
tural products, This legislation, and the use made of it, constitute in themselves
a big field of studye. = Here it must suffice to mention merely the bare essentials
of a marketing board. According to procedure laid down in the relevant laws, a
marketing board is established if 66 per cent, by number and by area fammed, of all
producers of the commodity in questlon vote in favour. Once voted into existence
a marketing board exercises its powers over all producers of the commodity. These
powers, enforceable by law, vary considerably from one board to another but may
include price-fixing at all stages, control of marketing and supplies, setting of
grades, etc. The directors of the marketing boards are partly elected farmer
representatives and partly govermment nominees, Iiarketing boards are subject to
the supervision of the [finister of Agriculture and may be terminated by him if he
considers they are not acting in the public interest. .

9. The most important marketing boards in existence today are those for Milk (1933)
and Eggs (1957). Others have been f ormed for hops, tocmatoes, potatoes, and wool,

10. The existence of certain marketing boards since 1933, and the possibility of
forming new ones, have certainly influenced the development of co-operatives,
perhaps mainly in a negative way. The Milk ifarketing Board, for instance, with
its very wide powers, leaves only a limited field of utility to co-operative organ-
ization and in England (though not in the other countries of the U.K.) there is
only an insignificant number of co-operative dairies. The Egg Marketing Board,
on the other hand, was created only recently =nd took over a situation in which a
substantial part of the trade in eggs is handled by co-operative egg packing
stations, These now work, together with the private trade, under the authority |
of the Egg Markebing Board. A marketing board is not incompatible with the exist-
ence of co-operatives, but it tends to take over what might otherwise be co-operative
functions on the national market, leaving the co-operative with only a local or
regional job to perform. It is not in a short report of this kind that the rela-
tive merits of marketing boards and co-operatives, and of systems combining the
two, can be adequately discussed. In any case it should be mentioned that there
are certain sectors, particularly horticulture, where marketing boards are not
considered appropriate, and where there is much scope for further co-operative
development., /

[ X N
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11, The factors already mentioned probably go far to account for the marked pre-
dominance of supply co-operatives, both in number and in turnover, A supply
society can start in a very modest way, buying a few tons of fertilizer in bulk for
distribution to its members, perhaps even without paid staff or premises of its own,
The risk is correspondingly small, A marketing society, on. the other hand, often
has to work right from the start on a bigger scale, with consequently-greater capi-
tal requirements and greater risks. hatever the reasons, the largest farmer co-
operatives in England today are almost without exception societies whose primary
function is to supply faming requisites of all kinds., It is interesting to note
that these supply co-operatives purchase a substantial part of their requirements
from the Co-operative Vholesale Society, as there does not exist any central supply
organization of the agricultural co-operative movement, Ancther significant point
is that many developments in the marketing field have been undertaken by the supply
co-operatives, which have the capital resources and business experience.

12, There are some other features of interest that can be attributed, in part at
least, to the fact that the Agricultural Central Co-operative Association is of
only recent formation and that up till then development had taken place piecemeal
and without any central direction. One is the virtual absence of co-operative
sources of credit, either for the individual farmer or for co-operatives themselves,
Some attempts have been made in recent years, by the N,F.U, in collaboration with
A.C.C.A., to remedy this situation in certain fields; mention can be made for
instance, of the Agricultural Finance Federation Ltd. (with which the Co-operative
Wholesale Society is also assoclated) which finances hire purchase for farmers
through their co-operatives, It will probably remain true, however, for some time
to come that farmers and their co-operatives have to rely mainly on the commercial
banks for their credit requirements. The immediate efforts of the N,F.,U. and
A.C.C.A., in this field are directed towards enabling farmers and their co=-operatives
to obtain this credit on more favourable terms. Ancther noteworthy feature is

that competition can and does take place between co-operatives, there being no
allocation of markets and areas of activity by a central co-operative authority.
Co-operatives are seen as introducing an essential element of competition into the
market, primarily of course with the private trade, and it is not thought possible
to limit this competition even as between co-operatives,

13, From this rapid glance at scome of the factors governing agricultural co-
operation in Britain, it is clear that this latter is not the systematic construc-
tion to be found in countries like Denmark, Sweden, or the Netherlands, It has
developed, until very recently, without central planning - which is not altogether
a criticism, since spontaneous growbh, even if random, can be very durable. 1In
the field of supply, farm co-operatives are strong and have some possibilities
still unexploited at national level for improving their position further. The
share of co-operatives in the marketing of farm products, on the other hand, is
modest except for eggs (33 per cent) and wool (18 per cent), and - for various
reasons including the possibilities offered by marketing boards -~ will probably
never reach the level of, for instance, the Scandinavian countries. Co-operative
credit is on a very small scale, There has, however, been a considerable develop-—
ment in recent years of new co-operative services - manufacture and supply of pack—
ing materials through a federal society, provision of finance on favourable terms
for small farm machinery syndicates, creation of forest owners! co-operatives and
no doubt many others. Further progress in farmer organization is likely to be
rapid, both because much remains to be done and because farmers have three distinct
lines of action -~ the National Farmers' Union, the Agricultural Central Co-operative
Association, and the Marketing Boards, existing or to be created - which together
enable them to face present and future problems with confidence,
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A, Svers

A, Van Hulle
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UNESCC/IFAP STUDY TOUR FOR CO-OPERATIVE TMPLOYEES

ENGLAND, 9TH/19TH JUWE 1959

Tuesday, Fth June

Wednesday, 10th June

Thursday, 1lth June

Friday, 12th June

Saturday, 13th Juns

Sunday, Uith June

Monday, 15th June

Tuesday, 16th June

Wednesday, 17th June

Progran
Participants assemble in London

Agriculture House, Knightsbridge, S.W.

Introduction to British Agriculture and Agricultural
Co-operation

Coach tour of London

Leave London by night train

Visit to Head Office of West Cumberland Farmers Ltd.
(General Purpose Society) at Whitehaven
Depart by coach to Harrogate via Lake District

Visit tc Yorkshire Farmers Bacon Factory (1932) Itd,
at Sherburm-in-Elumet

Visit to Yorkshire Egg Producers Ltd. at Drlghllngton

Return to Harrogate

Visit to National Farmers! Union Yorkshire North Riding

No. IT Branch at York, and visits to a mumber of
farmers in the vicinity
Return to Harrogate

Depart by coach to Stratford-on-Avon (Warwickshire)

Visit to National Farmers' Union Mutual Insurance
Socliety Ltds, Stratford-on-Avon

Visit to Warwickshire Farmers Ltd. (Supply Co-operative)

Leave Stratford-cn-Avon for Worcester

Visit to Feedingstuffs Mill of Worcestershire Farmers Ltd.
(General Purpose Society)

Return to Stratford-on-Avon

Evening at Shakespeare Memorial Theatre

Visit to Shakespeare's birthplace

Visit to Littleton and Radsey Growers Ltd., Littleton

Visit to Pershore Co-operative Fruit Market Ltd,

Visit to Pershore Horticultural Institute

Visit to Land Settlement Association!s estate at Newent
(Smallholders! co-operative)

leave for dloucester

leave for Melksham (Wiltshire)

Visit to Mill and Grain Silos of Wiltshire Farmers Litd.
(Suprly Co-operative)

Leave for Winchester (Hampshire)

Visit to Southern Counties Agricultural Trading Society Ltd.
(General Purpose Society) and representatives of Young
Farmers Clubs

Leave for Southampion

/.'.
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Thursday, 18th June Ileave for Iyndhurst (Hampshire) ,

Visit Hampshire Cattle Breeders Society ILtd.
(Artificial Insemination Centre)

Visit to a Farmers Machinery Syndicate at Farringdon
(Hampshire) L

Depart by coach to London for final dinner at
Agriculture House

Friday, 19th June Participants disperse
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ELEVENTH GENERAL CONFERENCE

NEW DELHI , INDIA

RTPORT’ OIf EIGHTY STUDY TOUR FOR
CO-OPERATIVE ExPLOYEES
Ingland, 9th/1yth June 1959

(Prepared by the Secretariat)

(Reference: Tbem 2 of the Draft Agenda of the Standing Committee
on Agricultural Co-operation)

1. The eighth in the series of anmual study tours for co-operative employees,
organized by IFAP since 1952, visited England from 9th to 19th June 1959,

2, The group consisted of 22 employees from Belgium, Canada,'Finland; Italy,
Netherlands, Norway, Sweden, and Yugoslavia, A list of participants and the
detailed itinerary of the tour are attached.

3.2 Travel to and from London for the Furopean participants was covered by a grant

from UNESCO under its European viorkers' Tducational Travel Program. UNESCO's con-
tinuing support of the tours is keehly appreciated both by IFAP and by the indivi-

dual participants who benefit from it.

L. The host organization was the National Farmers! Union of England and Vales,
‘IFAP member, in close association with the Agricultural Central Co-operative
Associations To these two organizations IFAP expresses its thanks for the
excellent handling of 2ll -arrangements and for the hospitality extended by them
and by their affiliates, The Secretary of the Agricultural Central Co-operative
Association accompanied the tour throughout. The Horace Plunkett Foundation -
kindly made available a member of its staff to serve as interpreter.

S5 This report does not set out to make an analysis of agricultural co-operation
in England nor to describe the structure and activities of each co-operative
visited, Tt simply tries to define (as in reports from previous IFAP study tours)
the characteristic features of agricultural co-operation in England today and to
suggest some reasons to account for the direction in which the movement has devel-
oped. . -

6.. One of the first facts to be noted is that only 5 per cent of the working popu-
lation is engaged in agriculture., This is probably the lowest figure to be. found
in any -country. Britain has long been the biggest import market for farm products
and remains so in spite of an increase in domestic agricultural production of‘60
per cent compared with pre-war, This increase means that the British farmer now
supplies about one-half of the countryt's food recuirements., As in most other
countries, the agricultural producer receives a measure of government support, the
system generally used being that of deficiency payments, Under this system the
farmer sells his produce on the open market in competition with imported food, and

[oas
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the government. bridges.the gap bstween the average market price and a standard
price (previously determined at anmual price reviews). The current suppor®
measures have resulted in.a nore satisfactory level of income than before the war,
when farmers may well have felt that their situation was so insecure that their
omn efforts, through co-oneratives and othervise, could not alone bring about a
substantial improvement.

7. Vhatever the reason, this period did not see any spectacular development in
agricultural co-operation, On the other hand, since the end of the war, with the
Agricultural Act of 1947 recognizing the place of farming in the economy and giving
farmers some assurance for the future, there has been a remarkable expansion of co-
operative activities, both within the existing societies and through the creation

of new ones, The establishment of a central body for the agricultural co-operative
movement, a crying need ever since the winding up of the English Agricultural Organ-
isation Soclety in 192l, was realized after the Second 'orld War., No doubt the
climate of greater understanding for the problems of farming and its importance im
the national economy, noticeable in the past fifteen or twenty years, has something
to do with these co-operative achievements. ) ’

8. * Another feature of British agriculture, closely tied up with the conditions
described, is the Marketing Board., One of the most important measures taken by
government. in response to the desperate plight of farmers in the early thirties

was to pass legislation governing the setting up of Marketing Boards for agricul-
tural products. This legislation, and the use made of it, constitute in themselves
a big field of study. Here it must suffice to mention merely the bare essentials
of a marketing board. According to procedure laid down in the relevant laws, a
marketing board is established if 66 per cent, by number and by area famed, of all
producers of the commodity in question vote in favour. Once voted into existence
a marketing board exercises. its powers over all producers of the commodity. These
powers, enforceable by law, vary considerably from one board to another but may
include price-fixing at all stages, control of marketing and supplies, setting of
grades, etc. The dirsctors of the marketing boards are partly elected farmer
representatives and partly goverrment nominees, Ilarketing boards are subject to
the supervision of the Minister of Agriculture and may be terminated by him if he
considers they are not acting in the public interest.

9. The most important marketing boards in existence today are those for Milk (1933)
and Eggs (1957). Others have been f ormed for hops, tomatoes, potatoes, and Woolf

10, The existence of certain marketing boards since 1933, and the possibility of
forming new ones, have certainly influenced the development of co-operatives,
perhaps mainly in a negative way, The lilk ifarketing Board, for instance, with
its very wide powers, leaves only a limited field of utility to co-operative organ-
ization and in England (though not in the other countries of the U.K.) there is
only an insignificant number of co-operative dairies. The Egg Marketing Board,

on the other hand, was created only recently and took over a situation in which a
substantial part of the trade in eggs is handled by co-operative egg packing
stations., These now work, together with the private trade, under the authority
of the Egg Marketing Board. A marketing board is not incompatible with the exist-
ence of co-operatives, but it tends to take over what night otherwise be co-operative
functions on the national market, leaving the co-operative with only a local or
regional job to perform. It is not in a short report of this kind that the rela-
tive merits of marketing boards and co-operatives, and of systems combining the
two, can be adequately discussed. In any case it should be mentioned that there
are certain sectors, particularly horticulture, where smarketing boards are not
considered appropriate, and where there is much scope for further co-operative
development.,
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11, The factors already mentioned probably go far to account for the marked pre-
dominance of supply co-operatives, both in number ald in turnover. A supply
society can start in a very modest way, buying a few tons of fertilizer in bulk for
distribution to its members, perhaps even without paid staff or premises of its own, -
The risk is correspondingly small. A marketing society, on the other hand, often
has to work right from the start on a bigger scale, with consequently greater capi-
tal requirements and greater risks. Thatever the reasons, ‘the largest farmer co-
operatives in England today are almost without exception societies whose primary
function is to supply faming requisites of all kinds, It is interesting to note
that these supply co-operatives purchase a substantial part of their requirements
from the Co-operative Wholesale Society, as there does not exist any central supply
organization of the agrlcultural co-operative movement, Another significant point
is that many developments in the marketing field have been undertaken by the supply
co-operatives, which have the capital resources and business experience, .

12, There are some other features of 1nterest that can be attributed, in part at
least, to the fact that the Agricultural Central Co-operative Association is of
only recent formation and that up till then development had taken place piecemeal
and without any central direction. One is the virtual absence of co-operative
sources of credit, either for the individual farmer or for co-operatives themselves,
Some attempts have been made in recent years, by the N,F.U, in collaboration with
A.C.C.A., to remedy this situation in certain fields; mention can be made for
instance, of the Agricultural Finance Federation Ltd. (with which the Co-operative
Wholesale Society is also associated) which finances hire purchase for farmers
through their co-operatives, It will probably remain true, however, for some time
to come that farmers and their co-operatives have to rely mainly on the commercial
banks for their credit requirements., The irmediate efforts of the N,F,U, and
A.C.C.A. in this fleld are directed towards enabling farmers and their co-operatives
to obtain this credit on more favourable terms.  Another noteworthy feature is

that competition can and does take place between co-operatives, there being no
allocation of markets and areas of activity by a central co-operative authority.
Co-operatives are seen as introducing an essential element of competition into the
market, primarily of course with the private trade, and it is not thought possible
to limit this competition even as between co-operatives,

13, From this rapid glance at some of the factors governing agricultural co-
operation in Britain, it is clear that this latter is not the systematic construc-
tion to be found in countries like Denmark, Sweden, or the Netherlands, Tt has
developed, until very recently, without central planning - which is not altogether
a criticism, since spontaneous growth, even if random, can be very durable. In
the field of supply, farm co-operatives are strong and have some possibilities
8till unexploited at national level for improving their position further. The
share of co-operatives in the marketing of farm products, on the other hand, is
modest except for eggs (33 per cent) and wool (18 per cent), and - for various
reasons including the possibilities offered by marketing boards - will probably
never reach the level of, for instance, the Scandinavian countries. Co-operative
credit is on a very s=mall scale, There has, however, been a considerable develop-
ment in recent years of new co-operative services - manufacture and supply of pack-
ing materials through a federal society, provision of finance on favourable terms
for small farm machinery syndicates, creation of forest ownerst! co-operatives and
.no doubt many others, . Further progress in fammer organization is likely to be
rapid, both because much remains to be done and because farmers have three distinct
lines of action - the National Farmers' Union, the Agricultural Central Co-operative
Association, and the Marketing Boards, existing or to be created - which together
enable them to face prasent and future problems with confidence.
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UNESCO/IFAP STUDY TOUR FOR CO-OPERATIVE IMPLOYEES

TOURNEE D'ETUDE UNESCO/FIPA POUR ZiPLOYES DE COOPERATIVES

Tnglend 9th-19th June 1959
Angleterre 919 juin 1959

PARTTCTPANTS

A, Zvers

A, Van Hulle
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UNESCO/IFAP STUDY TOUR FOR CO-OPERATIVE ZMPLOYEES

ENGLAND, 9TH/19TH JUNE 1959

Tuesday, 9th June

Wednesday, 10th June

Thursday, 1lth June

Friday, 12th June

Saturday, 13th June

Sunday, lith June

Monday, 15th June

Tuesday, 1lé6th June

Vednesday, 17th June

Progran
Participants assemble in London

Agriculture House, Knightsbridge, S.W.

Introduction to British Agriculture and Agrlcultural
Co-operation

Coach tour of London

Leave London by night train

Visit to Head 0Office of West Cumberland Farmers Ltd.
(General Purpose Society) at "hitehaven
Depart by coach to Harrogate via ILake District

Visit to Yorkshire Farmers Bacon Factory (1932) Itd.
at Sherburn-in-Elmet

Visit to Yorkshire Egg Producers Ltd. at Drighlington

Return to Harrogate

Visit to National Farmers! Union Yorkshire North Riding
Nos II Branch at York, and visits to a mumber of
farmers in the vicinity

Return to Harrogate

Depart by coach to Stratford-on-Avon (Warwickshire)

Visit to National Farmers' Union Mutual Insurance
Socliety Ltd., Stratford-on-Avon

Visit to Warwickshire Farmers Ltd. (Supply Co-operative)

Leave Stratford-cn-Avon for Worcester

Visit to Feedingstuffs Mill of Worcestershire Farmers Ltd,
(General Purpose Society)

Return to Stratford-on-Avon

Evening at Shakespear e Memorial Theatre

Visit to Shakespeare's birthplace

Visit to Littleton and Radsey Growers Ltd., Littleton

Visit to Pershore Co-operative Fruit Market Ltd,

Visit to Pershore Horticultural Institute

Visit to Land Settlement Association!s estate at Newent
(Smallholders! co-operative)

leave for (Gloucester

leave for Melksham (9iltshire)

Visit to Mill and Grain Silos of Wiltshire Farmers Ltd.
(Supply Co-operative)

Leave for Winchester (Hampshire)

Visit to Southern Counties Agricultural Trading Society Ltd.
(General Purpose Society) and representatives of Young
Farmers Clubs

Leave for Southampton

/ous
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Thursday, 13th June Teave for Lyndhurst (Hampshire)
Visit Hampshire Cattle Breeders Society Ltd.
(Artificial Insemination Centre)
Visit to a Farmers Machinery Syndicate at Farringdon
(Hampshire)
Devart by coach to ILondon for final dinner at
Agriculture House

Friday, 19th June Participants disperse
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ELEVENTH GENERAL CONFERENCE

NEW DELH! , INDIA

AGRICULTURAL CO-OPERATION AMD IFAP'S GENERAL POLICIES

(Prepared by the Secretariat)

(Reference: Item 3 of the Draft Agenda of the Standing Committee
on Agricultural Co-operation)

FOREWORD

1. IFAP's Executive Committee decided at its Hay 1959 3ession to try a new method
of associating the Standing Committee on Agricultural Co-operation more closely
with the formulation of IFAP's general policies.

2. Delegates from farm co-operative organizations participate in IFAP!s meetings
in a dual capacity: as representatives of the farming community and as officers

of co~-operative organizations. HMost problems discussed in IFAP interest them
from these two points of view, It was felt that if an opportunity were given to
these delegates to discuss the main items on the agenda of a (General Conference as
co-operators before they joined with their colleagues of the general farm organiza-
tions in the policy discussions, this would help tc give co-operative viewpoints
their due influence in shaping IFAP resolutions. once the policy discussions

have started delegates from co-operative organizations will of course be able to
participate fully in them,

3¢ The procedure to be followed is that the Standing Committee on Agricultural
Co~operation will, after discussion, produce a statement giving its views on the
main policy issues to be considered by the Conference. This year three broad
problems have been selected: vertical integration and contract farming; agricul-
tural evolution in developing countries; and the producerts rfle in adjusting
production to demand.

e The present paper is in three sections, each dealing with one of these topics
and includes as a general conclusion a f{irst draft, prepared by the Secretariat,
of what might, after discussion and amendment at New Delhi, become the Committee's
Statement referred to in paragraph 3 above,

5. These conclusions are placed before the Committee only as a starting point

for its task of drafting. The Committee itself must formmlate the recommenda-
tions to be submitted to the Conference which will, after discussion and amendment
if so decided, incorporate them in its own report.

6., To ensure that full consideration is given to the Committee's views, its
report will be formally presented to the Conference at an early stage of the
proceedings.
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ELEVENTH GENERAL CONFERENCE

NEW DELHI , INDIA

AGRICULTURAL CO~OPERATIVES AND INTEGRATION (CONTRACT FARMING)

(Prepared by the Secretariat)

(Reference: TItem 3 of the Draft Agenda of the Standlng Committea
on Agricultural Co-operation)

1, The term integration is frequently used to describe a dual phenomenon: the
tendency towards larger economic units and towards unified management over wider
areas of the economy. Such tendencies are visible in all sectors of a modern
‘economy. Even in agriculture, where they are generally harder to carry through
than in other sectors, many countries show a long-term trend towards the formation
of larger, more closely linked producing and marketing units.

-2 It is not the place hers to discuss the multiple forms that these tendencies
can take, the problems peculiar to each sector of economic activity, nor even the
factors - including scme purely economic ones - that limit the scope for integra-
tion in agriculture, for these are well-known to farmer representatives. The
problems to be discussed here are those raised specifically by a certain form of

-intégration known as "comtract farming", One general remark may, however, be
made. Integration is usually considered under the sub-headings "vertical" and
"horizontal"®, Contract farming is a form of vertical integration, involving in
its most complete form the whols chain of production, processing, and distribution
for a given product. - Co-operatives, on the other hand, come under the heading
of Mhorizontal integration® as they unite a homogeneous category of persons -
farmers at the production end of the chain, consumers at the distribution end, and

many groups in between, But it is clear that farmer marketing co-operatives, for
instance, realize a degree of vertical integration when they engage in collection
of the crop from the farmer, in its processing and distribution to wholesalers or
retailers, replacing a thousand individual transactions between farmers, collectors,
processors, and distributors by a unified operation extending from production to
distribution. = Co-operatives are thus, beyond any doubt, a form of integration.

It is a form that, we are convinced, has special virtues and it is necessary to
examine how far these are compatlble with other formulas of integration, such as
contract farming,

3, Some kinds of contract farming have been known for many years, and have raised
no serious problems. - Growers of sugarbeet and of fruit and vegetables for cann=
ing usually contract with the sugar factory or the canneries for a certain acreage
or perhaps a specified weight. There are obvious technical reasons for this,

A cannery, for instance, must operate at something near full capacity, especially
as its season is often short, In the absence of a contract with the producers,

it is ligble to find itself with insufficient volume in years when there is a ready
and profitable sale of fruit (or vegetables) on the market for direct consumption.
There is also the important consideration of securing high and uniform cuality.

At the same time the farmers usually welgome such contractual arrangements which,

[eoo



Section A
~ Document AC 3/59 -2 -

~.32

by specifying a certain prige or. price rangs, -provide an eiémenﬁ of stability in a
market subject to violent fluctuations, These older forms of contract farming,

whi%@“gmportaq§4%qjpertaixlregions, seldom account for a significant portion of
national agricultural production,

L. Contract farming of the kind that has aroused so much discussion is mostly
practised in North America, where it has spread rapidly in the post-war ysars.

The products mainly concerned are pigmeat, poultry meat and eggs, while some con-
tract arrangements also exist for beef and dairy cattle. Appendix A to this
document gives an indication of the extent of contract farming in these fields in
the U.S.A. and Canada, Similar methods are beginning to be used in soms European
countries and are almost sure to be more widely adopted in the immediate future,

5« The main types of arrangements that are included under the general heading of
contract farming vary a good deal in their degree of integration. In the milder
forms the individual farmer remains the owner of land, livestock, and buildings,
while contracting in advance with the integrator - usually a feed mamufacturer,
food processor, or chain store - to sell certain quantities (of broilers or hogs,
for instance) at specified periods and for specified price premiums. The earlier
practice of guaranteeing a specific price to the producer is rapidly disappearing
in the face of rising production and falling market prices, The farmer usually
undertakes to observe certain management practices and particularly the use of
specified feeds manufactured or recommended by the integrating concern. 1In the
more extreme forms the integrator provides the livestock and necessary tuildings
and equipment, lays down in detail the management practices to be followed and pays
the farmer a fixed wage for his labour and the use of his lard.

6. It is clear that arrangements of this kind go far to satisfy the economic and
technical needs of the North American market, They make available to the rela-
tively small producer - but not to the smallest, with whom the integrators generally
refuse ‘to contract - the latest findings of research on the feeding and management
of poultry and hogs, They provide him (in the more completely integrated systems
mentioned above) with the most suitable stock and eguipment, or with the credit to
obtain thems He is thus able to produce, at low unit cost, a regular supply of

a highly standardized product, as demanded by the supermarkets and chain foodstores
that are acquiring an increasingly dominant position on the North American food
market., '

7e Thus contract farmming is in line with present-day economic trends. It can
bring advantages to the consumer in the form of lower prices and more uniform
quality, to the producer in the form of improved facilities and an (in the short
term, at least) assured market, and to the integrator in the form of the ample
profits to be realized from mass markets for his feeds on the one hand and for his
pig and poultry meat on the other, But there are also drawbacks and dangers’
inherent in contract farming,

8. In a brief survey such as this it will not be possible to examine the detailed
provisions of the contracts between integrators and farmers. These can vary wide-
ly, not only as between different integrators but also because nothing compels the
individual integrator to offer the same conditions to all farmers. But whatever
the terms of the contract it is clear that, in return for the technical assistance
and an assured market, the farmer surrenders some part of his independence to an
integrator whose interssts do not necessarily coincide with farmers! and whose aim
is to make as big profits as possible., This is true even for the less extreme
kinds of contract; where the farmer supplies only land and works for a fixed wage,

/oo
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his whole status is changed. He ceases to be an entrepreneur, He becomes a wage-
earner and one who, being tied to his land and owning no livestock, equipment, or

farm buildings, finds it very difficult to go into any other employment and conse-
quently sooner or later is left with 1little bargaining power.

9. - Any considerable development of contract farming in its present forms seems
therefore very likely to entail a serious limitation of competition for the farmert's
services and product, Theoretically, of course, campetition might contimue be-
tween the integrators but given the scale of operations and the relatively small
mumber of enterprises involved it would be surprising if some kind of zoning
arrangement were not applied, enabling each integrator to enjoy a virtual monopoly
in the area allotted to him, In this situation the terms of the contracts between
integrators and farmers would no doubt become progressively more unfavourable for
the latter, though with some compensatlon in the form OL greater security and,
possibly, government supervision of contracts,

10. These dangers are by no means far-distant eventualities. Even more immediate,
however, is the problem of over-production, For broilers the problem already
exigts in the U.S.A. and Canada. - In the past fifteen years there has been a LO-
fold increase in broiler production in. the U.S.A., for which the contract farming
system is mainly responsible, and 95 per cent of broilers are produced under con-
tracts The corresponding figure in Canada would be around 80 per cent, The
price of broiler meat in Canada, which in the first half of 1958 was around 21-22 .
cents per pound liveweight to the grower, had sunk by the spring of 1959 to around
1415 cents., This price is said to be below cost for the average small and medium
non-integrated producer, and even some integrators have suffered losses. This
explains their recent tendency to eliminate the price guarantees in contracts made-
with farmers, and to substitute bonuses for efficiency.

1l. Even supposing that prices do not fall to the point where the integrated
operators themselves cannot contimue profitably, it remains that the average
independent grower of broilers is already, and will be increasingly, faced with
extremely serious difficulties. Not every farmer who wishes can obtain a contract,
Integrators discriminate, and not every region is covered. The classical, text-
book answer is that the inefficient -~ i.e. non-integrated - producer must get out.
But today it is realized, even ly governments and non-agricultural interests, that
this process can only be allowed to act slowly and with precaution, A considerable
extension of contract farming in a few branches of producticn, resulting in a steep
fall in prices, could have consequences that, leaving aside the human, social, and
political aspects of the problem, would not even have economic justification.

12. This, in necessarily over-simplified terms, is the situation faced by farmer
organizations: in the U.3.A. and in Canada, widespread use of contract farming in
livestock production, with varying degrees of saturation of the market, and else-
where the beginnings of what may be a similar development., Farmer organizations’
.cannot be indifferent, nor can they afford to remain for long without a defined
policy. Their task - in which farmer co-overatives must play an important part -
is to secure for farmers (and for consumers) the benefits of the most effective
production methods while protecting them from possible abuses of the COntract farm-
1ng system and from a too rapid expansion of output.

13. It is not surprising that the attitude of farmer‘bo—operatlves in the two
countries mainly concerned - U.S. A, and Canada - has so far been generally hesitant.
Whether seen from a businessman's or a co-operator's viewpoint, much is at stake -
enormous capital, and some basic principles of co-operation. It is not too mch
to say that the whole future of farmer co-operatives may depend on decisions taken
in the face of the challenge of contract farming. y
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Ui, Various lines of action are theoretically open to farmer organizations, They
could confine themselves to checking the terms of contracts between integrator and
farmer, pointing out any unfairnesses and seeking to get them remedied. They
might go a step further .and enter into collective bargaining with the integrators
on behalf of their members. If willing to commit themselves more completely,
they could by becoming contractors themselves or by engaging in other forms of

action try, throuth generally improved efficiency, to outdo the feed manufacturers
and chain foodstores. :

15. A supervision of contracts would be a useful but limited measure, It has
the advantage of being immediately-applicable, since it involves/neither basic
principles nor big investments, and would probably save individual farmers from
signing disadvantageous contracts, This supervision would be a matter primarily
for general farm organizations. It would, however, leave the situation substan-~
tially unchanged. No amount of supervision by co-operatives would prevent a
hardening in the contracts once the integrators were in a position to impose their
terms, ) ‘

16. Although collective bargaining (by general farm organizations, by farmer co-
operatives, or by specially formed bodies) goes a good deal further than a mere
check on contracts arrived at by each farmer individually, the same kind of criti-
cism can reasqnably be made. Gollective bargaining can eliminate individual
abuses and discriminations but its effectiveness in improving conditions of farmers
as a whole, or for all those engaged in the particular branch of production con-
cerned, depends upon the existence of a competitive alternative to contradting with
the private integrator, K : '

17. The real choice for co-operatives wishing to intervene decisively therefore
lies between adopting contract faming and doing it better than the private inte-
grators, or seeking other methods of matching the efficiency of these latter.

18. It can be noted, first of all, that there are many resemblances between the
services and protection offered by contract farming on the one hand and by ordin-
ary co-operative methods on the other, Many fammer co-~operatives maintain tech-
nicians to advise members on such things as feeds, fertilizers, and livestock \
misbandry; many also engage in processing and distribution, sometimes even as far
as the .final consumer., HMarketing co-operatives in many counhtries are under an
obligation to accept all quantities of produce their members offer them for sale,
not merely the specified amounts provided for under contract farming. In times

of over-abundance many co-operatives will give their members an immediate advance
(of perhaps 70 per cent or 80 per cent of the estimated sale price) and store the
product until the market is stronger, These and similar services strengthen the.
position of the individual grower considerably. The co-operatives, it is true,
cannot guarantee a certain level of returns to the producer. But recent exper-
ience in North America shows. that private integrators cannot do so either for very
long, In any case the advantages they offer can only be made available for a
limited volume of production and, consequently, for a limited rumber of producers
who, under the contract, accept corresponding obligations and restrictions on their
freedom of action. With these restrictions co-operatives could grant similar
terms. But a co-operative - which is essentially a non-discriminating association,
open to anyone belonging to the category catered for - has to serve wider interests.
It is conceivable that a co-operative in certain conditions -~ for instance, with
limited territorial coverage, uniform farm structure, and control over retail out-
lets - could offer contracts to all its members, and to any other farmers in its
area who might wish to become members. But in most cases, where an introduction
of contracts would inevitably mean accepting some and rejecting others, the
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dangers of disunity and splitting up would be considerable. Once the idea of dis-
crimination is admitted it is hard to set any limits to it and the universal nature
of co-operation would be fundamentally changed.

19. It therefore seems that many farmer co-operatives faced, or likely to be faced,
with an extension of contract farming will tend to adopt forms of integration, other
than contract farming, that will enable them to compete effectively with other busi-
nesses and to maintain, if not increase, the relative strength of the co-cperative
sector. - Failing this, they would be left with the uneconomic producers who camnot
obtain a contract with a private integrator, with serious consequences for their
powers of competition and, indeed, their whole status,

20, The scope for co-operative integration, and the forms it may take, naturally
vary from one country to another and from one branch of agricultural production to
another. Recent examples from the U.S.A. and Canada are mentioned in Appendix A

to this document. A far-reaching possibility that has not been much exploited so
far concerns the integration that could be achieved between farmer co-operatives

and consumer co-operatives. Where consumer co-operatives are fairly strong, this
would provide assured outlets for large quantities of farm produce sold by the
farmer co-operatives. TEven within the agricultural co-operative movement there is
room for greater co-ordination between its various branches, extending in some cases
“to a measutrs of integration,

21, The economics of contract farming are vitally affected by government policy.
There the product concerned enjoys some measure of price support, operations are
simplified. The integrator knows in advance what his minimum takings will be,
regardless of the state of the market. At the same time, however, the security
given by price support may render contract arrangements less attractive to the
farmer. liloreover, governments will be keeping a strict watch on volume of pro-
duction in order to hold its expenditure on the support program within acceptable
limits. A very significant development in this respect is a recent statement made
by the Canadian Minister of Agriculture suggesting that the government will adopt
the deficiency payment method to fulfil its obligations to support hog prices, and
that "commercial organizations operating under the so-called vertical integration
plan® will not be eligible to receive such payments.

22, The broiler industry, however, which is the classical example of contract
farming, does not enjoy price support either in the U.S.A. or in Canada. If the
integrating concerns can give contracting farmers technical advice, credit, an ’
assured market, and premiums for efficlency that farmers find satisfactory and
even attractive, the reason can be seen mainly in two facts. The first is the
ability of a large integrated enterprise to offset losses on one activity against
profits on another, For a feed manufacturer, for instancé, the key to contract
farming is that it ensures the sale of large quantities of his feeds. The profits
realized on the feeds enable him to offer attractive terms to the broiler producers
if necessary,; even to accept some losses on the marketing of the broilers. In a
ifferent situation, with the broiler market firm and feed prices falling, the game
could be played the other way round. %hat counts is not the economics of each
activity in.isolation but final profit on the whole integrated operation.

23. The other important fact is the existence of an assured, and subtly protected,
mass market - that provided by the supermarkets and chain foodstores. Sometimes
these concerns engage directly in contract farming, sometimes they have an arrange-
ment with other integrators, This retail market is effectively protected by the
consumer's habits, by advertising, by the maintenance of standard quality. Perhaps
it is protected even more effectively by the flexibility mentioned in paragraph 22.

] Jeue
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The supsrmarkets and chain foodstores do not sell just breoilerse They sell a
thousand and one itens. The customers will not stop coming to the supermarket
Just because it charges another cent per pound on broilers; they may buy fewer
broilers but the money saved will go on beef or pork or something else that the
supermarket sells. On the other hand, if the supermarket considers it essential

to keep up broiler sales it can very well sell them at a loss, for a time, and re-
coup by a mark-up in some other of its departments.

2. How are farmer co-operatives placed to take advantage of these two factors?
The big rmlti-purpose co-operatives certainly have a sufficiently wide range of
activities, but camot exploit this strength with the same flexibility as a private
company. While it is probably true that most multi-purpose co-operatives from
time to time finance one activity with swpluses derived from anocther, there are
often quite strict limits to such action. The co-operative's function being to
render services to its members-customers at something close to cost, a multi-
purpose co-operative is entitled to merge its funds only if all the members utilize
all the services. ithere a service is provided for a minority of members, it will
usually have to be self-supporting, receiving no subsidy from general funds and
retaining any surpluses that arise. Departures from this principle are, of course,
not uncommon, and can be explained either by a highly developed sense of solidarity
within the co-operative or by the ability of management to get its policies accepted
or tolerated, Nevertheless, the room for manoeuvre in a co-operative is clearly
much more limited than in a private company, where management is more autonomous

and has as its essential duty tc produce maximum profits for the shareholders from
the concern's integrated fields of activity.

25. As for the retail outlets, farmer co-operatives are generally not yet in a
strong positione Few of them possess their own stores selling to the public (and
then usually on only a small scale). Information available to IFAP is too sketchy
to permit any firm statement about the extent t~ which farmer co-operatives may
have arrangements with retailers, consumer co-operatives, or institutions guaran-—
teeing them a certain market for their products, but the indications are that only
a small proportion of the total sales of farmer co-operatives is covered by such
arrangements. In the face of the integration practised by private trade, exempli-
fied by the relationship between feed manufacturers and chain foodstores in the
U.S.A. mentioned above, farmer marketing co-operatives must look for ways of pro-
tecting the retail market for their products, In a number of countries, particu-
larly in Furope, it might be possible to reach satisfactory arrangements with the
consumeY co-operative movement in the first place, and also with the private trade.

26, Finally, the problem of over-production touched on in paragraph 10 cannot be
seen realistically in isolation from government agricultural policy and the chronic
surplus situation for some staple farm products. Over~production of, for instance,
broilers is in many ways a different problem from that of wheat and no doubt less
intractable. The basic causes are, however, the same - amazing advances in prot
duction technicues, and a complex of government agricultural support policies
affecting immediately the commodities concerned and beyond them farming and the
national economies as a whole, It is not the .task of this paper to attempt an
analysis of these immensely complicated problems, beyord noting that farmers and
their organizatigppns alone cannot be expected to solve them.
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CONCLUSICNS

The Committee, after full discussion of the present paper, and the problems
it raises, may wish to draw to the attention of the General Conference the follow-
ing points:

1., Contract farming - a form of the general phenomenon of integration
which characterizes all sectors of a modern economy, including co-
operatives - is widely applied in certain branches of agricultural
production in North Arerica, and may spread in other parts of the
world in the near future,

2. Contract farming as operated in North America by private interests
(feed manufacturers, food processors, chain stores, stc.) was first
conQgived satisfy the nceds of a mass consumer market with high
purchasing power, by ensuring a regular and abundant supply of a
standardized quality product. To those fammers who can obtain con-
tracts with the integrators it offers various combinations of finan-
1a1 b cklng, technical guidance, and a certain measure of security

LY i e\ta{xg, bhejr predyghion.; N

T3, There are, however, several dangers inherent in these methodo.
Perhaps the greatest is that of over-production. Contract farm-
ing not only facilitates the use of more efficient techniques; in
the United States, for instance, it has implanted large-scale
broiler production in areas which only a few years ago raised a
negligible cuantity of broilers. In Canada the price of broiler
‘meat has sunk to a level at which even integrators have suffered
severe losses,

A

i, If contract farming thus contains in itself a threat to the pros-

perity of the favoured contracting farmers, it has immediately
- worsened the situation of the small, non-integrated producer.

Because of his geographic location or because of the small scale
of-~his operation, such a producer is often unable to secure a
contract even if he wishes to; and lack of capital and technical
knowledge often prevents him from using the most efficient produc-
tion methods, He thus tends to be priced out of the market - and
out--of his farm, in the worst cases,

5. As.a further -danger, the importance of which is varyingly estimated,

it must be pointed out that some forms of contract farming transform

the farmer from an independent entreprencur into a wage worker.

A1l forms of contract farming, as practised by private companies,

incgease the dependence of farmers on business interests that do not

necessarily have much regard for the long-term welfare of the farming

populatione.

6. Farher co-operatives cannot afford to stand aloof from the problems
raised by contract farming, even in those countries where it has not
yet become a widespread phenomenon. They mst be able to give .
advice and, whers necessary, protection to their members., Where
contract farmlng has taken hold, the very existence of some farmer
co-operatives ~ for instance, those mamufacturing and supplying

- feedingstuffs ~ may be threatened. '

[ooe
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Co-operatives can give a certain amount of fringe protection - for
instance, by impressing on public authorities the danger of over-
production, by placing the issues involved before their members in
house journals or radio talks, or by scrutinizing proposed contracts
before signature by the famer (though this latter would more suit-
ably be undertaken by a general farm organization). 3But if they
wish to axercise a more decisive influence - as they should - the
question that has to be answered is, should co—operatlves themselves~
move into contract farming?

Farmer co-operatives in many cases provide their members with most

of the services and advantages offered by the private integrator -

technical advice, credit, an assured market. The supposed ability

of the private integrator to give more than the co-operative in

terms of security and high returns depends essentially on one

thing - the integrator chooses his farmers and binds _jhem by con- f/};;ti

tract, while the co-operative is open to all farmers??has.n"éon-

trol over their management practices, and often no effective con-

trol over their marketing. The integrator is there to make profits,

and in so doing may also serve the 1nternsts of a number of selected

farmess,,‘ tﬁ co—oper tive is therg to serye gll farmers¢ ‘\-f' Choir )/” e
& Res et pPrepeTe

It is clear, therefore, that for farmer co-operatives in ma y coun- (¥

tries to practise contract farming as currently worked in North t*l "

America by private integrators would involve a fundamental change Hﬁk'

in the concept of co-operation. It could no longer be considered féﬁfﬁ&gb

as a wnifying force.

Rather than embark on such a course - which, from the viewpoint of -
the economy as a whole, could have the disadvantage of encouraging }c;&*l
over-production and a2 one-sided development of those branches of
agriculture that are suited to contract farming - co-operatives

should study as a matter of urgency the many other forms of inte--

gration that can enable them constantly to widen and improve their
services to farmers. = There arc numerous possibilities: integra-

tion between the local, regiocnal, and national echelons of a given

branch of co-operation, integration b&tween marketing, supply, and

credit co-operatives at all levels, integration - or at least co-
ordination - between the rural and the urban co—operative movements.

This latter deserves partlcular attention, since agreements with

consumer co-operatives would in certain cases give the farmer co-
operatives the benefit of large, assured outlets for their products

(one of the strengths of the contract farming system in North

America as practised by or in conjunction with chain foodstores and
supermarkets).

If these various possibilities are fully exploited - they naturally
differ widely from one country to another - farmer co-operatives
should be capable of maintaining and improving their position in
relation to their private competitors. The necessary complement

to this effort in the technical and organizational field is the
provision of full and objective information to farmers, both members
and non-members, and to the commnity as a whole. It must be stated
emphatically that the farmer who contracts with a private integrator
surrenders his freedom of. choice - in the long run, perhaps his inde-
pendence - to a profit-making concern where he has no voice., What-
ever freedom the farmer surrenders to his co-cperative, he surrenders
to a democratically run organization that exists exclusively to

serve his interests and those of his fellow farmers.
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1, The term integration is frequently used to describe a dual phenomenon: the
tendency towards larger economic units and towards unified management over wider
areas of the economy, Such tendencies are visible in all sectors of a modern
economy. Even in agriculture, where they are generally harder to carry through
than in other seéctors, many countries show a long-term trend towards the formation
of larger, more closely linked producing and marketing units.

2, It is not the place here to discuss the multiple forms that these tendencies
can take, the problems peculiar to each sector of economic activity, nor even the
factors - including scie purely economic ones - that limit the scope for integra-
tion in agriculture, for these are well-known to farmer representatives. The
problems to be discussed here are tiiose raised specifically by a certain form of

integration known as "contract farming".,  One general remark may, however, be
made, Integration is usually considered under the sub-headings "vertical" and
"horizontal", = Contract farming is a form of vertical 1ntegratlon, involving in

its most complete form the whole chain of production, processing, and distribution
for a given product. Co=-operatlives, on the other hand, come under the. heading

of "horizontal-‘integration® as they unite a homogeneous category of persons -
farmers at theé production end of the chain, consumers at the distribution end, and
many groups in between, But it is clear that farmer marketing co-operatives, for
instance, realize a degree of vertical integration when they engage in collection
of the crop from the farmer, in its processing and distribution to wholesalers or-
retailers, replacing a thousand individual transactions between farmers, collectors,
processors, and distributors by a unified operation extending from production to
distribution, Co-operatives are thus, beyond any doubt, a form of integration.-
It is a -form that, we are convinced, has special virtues and it is necessary to
examine how' far these are compatlble with other formulas of integration, such as
contract farming, -

3. Some kinds of contract farming have been known for many years, and have raised
no ‘serious problems. Growers of sugarbeet and of fruit and vegetables for cann=-:
ing usually contract with the sugar factory or the canneries for a certain acreage:
or perhaps a specified weight., There are obvious technical reasons for this,

4 cannery, for instance, must operate at something near full capacity, especially
as its season is often short, In the absence of a contract with the producers,

it is liable to find itself with insufficient volume in years when there is-a ready
and profitable sale of fruit (or vegetables) on the market for direct consumption. -
There is also the important consideration of securing high and uniform cquality.
At the same time the farmers usually welcome such contractual arrangements which,

-
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by specifyiqg\g cgrtginrpricetor price rangs, provide an element offstability%in a
market subjett’to’ violent Fluctuations. These older forms of contract farming,
while important in certain regions, seldom account for a significant portion of
national agrighltural production.

4. Contract farming of the kind that has aroused so much discussion is mostly
practised in North America, where it has spread rapidly in the post-war years.

The products mainly concerned are pigmeat, poultry meat and eggs, while some con-
tract arrangements also exist for beef and dairy cattle, Appendix A to this
document gives an indication of the extent of contract farming in these fields in
the U.S.A. and Canada, Similar methods are beginning to be used in some European
countries and are almost sure to be more widely adopted in the immediate future,

5. The main types of arrangements that are included under the general heading of
contract farming vary a good deal in their degree of integrations In the milder
forms the individual farmer remains the owner of land, livestock, and tmildings,
while contracting in advance with the integrator - usually a feed mamufacturer,
food processor, or chain store - to sell certain quantities (of broilers or hogs,
for instance) at specified periods and for specified price premiums. The earlier
practice of guaranteeing a specific price to the producer is rapidly disappearing
in the face of rising production and falling market prices, The farmer usually
undertakes to observe certain management practices and particularly the use of
specifled feeds mamufactured or recommended by the integrating concern. In the
more extreme forms the integrator provides the livestock and necessary tildings
and equipment, lays down in detail the management practices to be followed and pays
the farmer a fixed wage for his labour and the use of his land.

6. It is clear that arrangements of this kind go far to satisfy the economic and
technical needs of the North American market, They make available to the rela-
tively small producer - but not to the smallest, with whom the integrators generally
refuse to contract - the latest findings of research on the feeding and management
of poultry and hogs. They provide him (in the more completely integrated systems
mentioned above) with the most suitable stock and equipment, or with the credit to
obtain thems He is thus able to produce, at low unit cost, a regular supply of

a highly standardized product, as demanded by the supermarkets and chain foodstores
that are acquiring an increasingly dominant position on the North American food
market.,

7. Thus contract farming is in line with present-day economic trends. It can
bring advantages to the consumer in the form of lowsr prices and more uniform
quality, to the producer in the form of improved facilities and an (in the short
term, at least) assured market, and to the integrator in the form of the ample
profits to be realized from mass markets for his feeds on the one hand and for his
pig and poultry meat on the other. But there are also drawbacks and dangers
inherent in contract farming. )

8. 1In a brief survey such as this it will not he possible to examine the detailed
provisions of the contracts between integrators and farmers, These can vary wide-
ly, not only as between different integrators but also because nothing compsls the
individual integrator to offer. the same conditions to all farmers. But whatever
the terms of the contract it is clear that, in return for the technical assistance
" and an assured market, the farmer surrenders some part of his independence to an
integrator whose interests do not necessarily coincide with farmers' and whose aim
is to make as big profits as possible. This is true even for the less extrems
kinds of contract; where the famer supplies only land and works for a fixed wage,

/.-0
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his whole status is changed., = He ceases to be an entrepreneur. He becomes a wage-
earner and. one who, being tied to his land and owning no livestock, equipment, or
farm buildings, finds it very difficult to go into any other employment and conse-
quently sooner .or later is left with 1little bargaining power.

9.. Any considerable development of contract farming in its present forms seems
therefore very likely to entail a serious limitation of competition for the farmer's
services and product, Theoretically, of course, conpetition might continue be-
tween the integrators but given the scale of operations and the relatively small
mumber of enterprises involved it would be surprising if some kind of zoning
arrangement were not applied, enabling each integrator to enjoy a virtual monopoly
in the area allotted to him, In this situation the terms of the contracts between
integrators and farmers would no doubt become progressively more unfavourable for
the latter, though with some compensation in the form of greater security and,
possibly, government supervision of contracts,

10, These dangers are by no means far-distant eventualities. Even more immediate,
however, is the problem of over-production. For broilers the problem already .
exigts in the U.S.A. and Canada., In the past fifteen years there has been a LO-
fold increase in broiler production in the U.3.A., for which the contract farming
system is mainly responsible, and 95 per cent of broilers are produced under con-
tracty The corresponding figure in Canada would be around 80 per cent, The
price of broiler meat in Canada, which in the first half of 1958 was around 21-22
cents per pound liveweight to the grower, had sunk by the spring of 1959 to around
14-15 cents. This price is said to be below cost for the average small and medium
non~-integrated producer, and even some integrators have suffered losses, This
explains their recent tendency to eliminate the price guarantees in contracts made
with farmers, and to substitute bonuses for efficiency.

1l, -Even supposing that prices do not fall to the point where the integrated
operators themselves cannot contimue profitably, it remains that the average
independent grower of broilers is already, and will be increasingly, faced with
extremely serious difficulties, Not every farmer who wishes can obtain a contract.
Integrators discriminate, and not every region is covered., The classical, text-
book answer is that the inefficient - i.e. non-integrated - producer must get out.
But today it is realized,; even 1y governments and non-agricultural interests, that
this process can only be gllowed to act slowly and with precaution., 4 considerable
extension of contract farming in a few branches of production, resulting in a steep
fall in prices, could have consequences that, leaving aside the human, social, and
political aspects of the problem, would not even have economic justification.

12. This, in necessarily over-simplified terms, is the situation faced by farmer
organizatierns: in the U.S.A. and in Canada, widespread use of contract farming in
livestock production, with varying degrees of saturation of the market, and else-
where the beginnings of what may be a similar development, Farmer organizations
cannot be indifferent, nor can they afford to remain for long without a defined
policy., Their task - in which farmer co-overatives must play an important part, -
is to secure for farmers (and for consumers) the benefits of the most effective
Production methods while protecting them from possible abuses of the contract farm-
ing system and from a too rapid expansion of output. :

13. It is not surprising that the attitude of farmer co-operatives in the two
Countries mainly concerned - U.S.A. and Canada - las so far been generally hesitant.
Whether seen from a businessman's or a co-operator's viewpoint, mch is at stake -
‘enormous capital, and some basic principles of co-operation. It is not too rmch
to say that the whole future of farmer co-operatives may depend on decisions taken
in the face of the challenge of contract farminge /
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1. Various lines of action are theoretically open to farmer organizations. They
could confine themselves to checking the terms of contracts between integrator and
farmer, pointing out any unfairnesses and seeking to get them remedied. They
might go a step further and enter into collective bargaining with the integrators
on behalf of their members. If willing to commit themselves more completely,
they could by becoming contractors themselves or by engaging in other forms of
action try, throuch generally improved efflciency, to outdo the feed manufacturers
and chain foodstores.

15. A supervision of contracts would be a useful but limited measure, It has
the advantage of being immediately appiicable, since it involves neither basic
principles nor big investments, and would probably save individual farmers from
signing disadvantageous contracts. This supervision would be a matter primarily
for general farm organizations. It would, however, leave the situation substan-
tially unchanged. No amount of supervision by co-operatives would prevent a
hardening in the contracts once the integrators were in a position to impose thelr
terms.

16. Although collective bargaining (by general farm organizations, by farmer co-
operatives, or by specially formed bodies) goes a good deal further than a mere
check on contracts arrived at by each farmer individually, the same kind of criti-
cism can reasonably be made. Collective bargaining can eliminate individual
abuses and discriminations but its effectiveness in improving conditions of farmers
as a whole, or for all those engaged in the particular branch of production con-
cerned, depends upon the existence of a competitive alternatlve to contracting with
the private integrator.

17. The real choice for co-operatives wishing to intervene decisively therefore
lies between adopting contract faming and doing it better than the private inte-
grators, or seeking other methods of matching the efficiency of these latter.

18. It can be noted, first of all, that there are many resemblances between the
services and protection offered by contract farming on the one hand and by ordin-
ary co-operative methods on the other, Many farmer co-operatives maintain tech-
nicians to advise members on such things as feeds, fertilizers, and livestock
husbandry; many also engage in processing and distribution, sometimes even as far
as the final consumer. larketing co-operatives in many countries are under an
obligation to accept all quantities of produce their members offer them for sale,
not merely the specified amounts provided for under contract farming., 1In times ‘
of over—abundance many co-operatives will give their members an immediate advance
(of perhaps 70 per cent or 80 per cent of the estimated sale price) and store the
product until the market is stronger,. These and similar services strengthen the
position of the individual grower considerably. The co-operatives, it is true,
cannot guarantee a certain level of returns to the producer, Bat recent exper-
ience in North America shows that private integrators cannot do so either for very
longe In any case the advantages they offer can only be made available for a
limited volume of production and, consequently, for a limited number of producers
who, under the contract, accept corresponding obligations and restrictions on their
freedom of action, With these restrictions co-operatives could grant similar
terms. But a co-operative - which is essentially a non-discriminating association,
open to anyone belonging to the category catered for - has to serve wider interests.
It is conceivable that a co-operative in certain conditions - for instance, with
limited territorial coverage, uniform farm structure, and control over retail out-
lets - could offer contracts to all its members, and to any other farmers in its
area who might wish to become members., But in most cases, where an introduction
of contracts would inevitably mean accepting some and rejecting others, the
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dangers of disunity and splitting up would be considerable. Once the idea of dis-
crimination is admitted it is hard to set any limits to it and the universal nature
of co-operation would be fundamentally changed.

19. It therefore seems that many farmer co-operatives faced, or likely to be faced,
‘with an extension of contract farming will tend to adopt forms of integration, other
than contract farming, that will enable them to compete effectively with other busi-
nesses and to maintain, if not increase, the relative strength of the co-operative
sector. Failing this, they would be left with the uneconomic producers who camnot
obtain a contract with a private integrator, with serious consequences for their
powers of competition and, indeed, their whole status.

20. The scope for co-operative integration, and the forms it may take, naturally
vary from one country to another and from one branch of agricultural production to
another. “ Recent examples from the U.S.A. and Canada are mentioned in Appendix A

to this document, A far-reaching possibility that has not been much exploited so
far concerns the integration that could be achieved between farmer co-operatives

and consumer co-operatives, TWhere consumer co-operatives are fairly strong, this
would provide assured outlets for large quantities of farm produce sold by the
farmer co-operatives. FEven within the agricultural co-operative movement there is
room for greater co-ordination between its various branches, extending in some cases
to a measure of integration,

21, The economics of contract farming are vitally affected by government polary.
Tthere the product concerned enjoys some measure of price support, operations
simplified. The integrator knows in advance what his minimum takings will be,
regardless of the state of the marketb. At the same time, however, the security
given by price support may render contract arrangements less attractive to the
farmer. lioreover, governments will be keeping a strict watch on volume of pro-
duction in order to hold its expenditure on the support program within acceptable
limitse A very significant development in this respect is a recent statement made
by the Canadian lMinister of Agriculture suggesting that the government will adopt
the deficiency payment method to fulfil its obligations to support hog prices, and
that "commercial organizations operating under the so-called vertical integration
plan“ will not be eligible to receive such payments.

22. The broiler industry, however, which is the classical example of contract
farming, does not ‘enjoy price support either in the U.S.A. or in Canada., If the
integrating concerns can give contracting farmers technical advice, credit, an
assured market, and premiums for efficiency that farmers find satisfactory and

even attractive, the reason can be seen mainly in two facts. The first is the
ability of a large integrated enterprise to offset losses on one activity against
profits on another. For a feed manufacturer, for instance, the key to contract
farming is that it ensures the sale of large quantities of his feeds. The profits
realized on the feeds enable him to offer attractive terms to the broiler producers
if necessary, even to accept some losses on the marketing of the broilers. In a
different situation, with the broiler market firm and feed prices falling, the game
could be played the other way round. %hat counts is not the economics of each
activity in isolation but final profit on the whole integrated operation.

23. The other important fact is the existence of an assured, and subtly protected,
mass market - that provided by the supermarkets and chain foodstores, Sometimes
these concerns engage directly in contract farming g5 sometimes they have an arrange-
ment with other integrators. This retail market is effectively protecﬁed by the
consumer's habits, by advertising, by the maintenance of standard quality. Perhaps
it is protected even more effectively by the flexibility mentioned in paragraph 22.
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The supsrmarkets and chain foodstores do not sell just broilers. They sell a
thousand and one items. The customers will not stop coming to the supermarket
Just because it charges another cent per pourd on broilers; they may buy fewer
broilers but the money saved will go on beef or pork or something else that the
supermarket sells. On the other hand, if the supermarket considers it essential
to keep up broiler sales it can very well sell them at a loss, for a time, and re-
coup by a mark-up in some other of its departments.

2. How are farmer co-operatives placed to take advantage of these two factors?
The big multi-purpose co-operatives certainly have a sufficiently wide range of
activities, but camot exploit this strength with the same flexibility as a private
company. While it is probably true that most multi-purpose co-operatives from
time to time finance one activity with surpluses derived from another, there are
often quite strict limits to such action. The co-operative's function being to
render services to its members-customers at something close to cost, a multi-
purpose co-operative is entitled to merge its funds only if all the members utilize
all the services, 1here a service is provided for a minority of members, it will
usually have to be self-supporting, receiving no subsidy from general funds and
retaining any surpluses that arise. Departures from this principle are, of course,
not uncommon, and can be explained either by a highly developed sense of solidarity
within the co=-operative or by the ability of management to get its policies accepted
or tolerated, Nevertheless, the room for manoeuvre in a co-operative is clearly
much more limited than in a private company, where management is more autonomous
and has as its essential duty to produce maximum profits for the shareholders from
the concern's integrated fields of activity.

25. As for the retail outlets, farmer co-operatives are generally not yet in a
strong position. Few of them possess their own stores selling to the public (and
then usually on only a small scale). Information available to IFAP is too sketchy
to permit any firm statement about the extent to which farmer co-operatives may
have arrangements with retailers, consumer co-operatives, or institutions guaran-
teeing them a certain market for their products, but the indications are that only
a small proportion of the total sales of farmer co-operatives is covered by such
arrangenments, In the face of the integration practised by private trade, exempli-
fied by the relationship between feed manufacturers and chain foodstores in the
U.S.A. mentioned above, farmer marketing co-operatives must look for ways of pro-
tecting the retail market for their products, In a number of countries, particu=-
larly in Furope, it might be possible to reach satisfactory arrangements with the
consumer co-operative movement in the first place, and also with the private trade.

26, . Finally, the problem of over~production touched on in paragraph 10 cannot be
seen realistically in isolation from government agricultural policy and the chronic
surplus situation for some staple farm products, Over-production of, for instance,
broilers is in many ways a different problem from that of wheat and no doubt less
intractable. The basic causes are, however, the same ~ amazing advances in pro-
duction technicues, and a complex of government agricultural support policies
affecting immediately the commodities concerned and beyond them farming and the
national economies as a whole, It is not the task of this paper to attempt an
analysis of these immensely complicated problems, beyond noting that farmers and
their organizations alone cannot be expected to solve them.
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CONCLUSIONS

The Committee, after full discussion of the present paper., and the problems
it raises, may wish to draw to the attention of the General Conference the follow-
ing points:

1+ Contract farming - a form of the general phenomenon of integration
which characterizes all sectors of a modern economy, including co-
operatives - is widely applied in certain branches of agricultural
production in North America, and may spread in other parts of the
world in the near future,.

2. Contract farming as operated in North America by private interests
(feed manufacturers, food processors, chain stores, etc.) was first
conceived to satisfy the needs of a mass consumer market with high
purchasing power, by ensuring a regular and abundant supply of a
standardized quality product. To those farmers who can obtain con-
tracts with the integrators it offers various combinations of finan-
cial backing, technical guidance, and a certain measure of security
in marketing their production.

3. There are, however, several dangers inherent in these methods,
Perhaps the greatest is that of over-production. Contract farm-
ing not only facilitates the use of more efficient technigues; in
the United States, for instance, it has implanted large-scale
broiler production in areas which only a few years ago raised a
negligible cuantity of broilers, In Canada the price of broiler
meat has sunk to a level at which even integrators have suffered
severe losses. ‘

li, If contract farming thus contains in itself a threat to the pros-
perity of the favoured contracting farmers, it has immediately
worsened the situation of the small, non-integrated producer.
Because of his geographic location or because of the small scale
of his operation, such a producer is often unable to secure a
contract even if he wishes to; and lack of capital and technical
knowledge often prevents him from using the most efficient produc-
tion methods, He thus tends to be priced out of the market ~ and
~out of his farm, in the worst cases,

5. As a further danger, the importance of which is varyingly estimated,
it must be pointed out that some forms of contract farming transform
the farmer from an independent entrerreneur into a wage worker.

A11 forms of contract farming, as practised by private companies,
increase the dependence of farmers on business interests that do not
necessarily have much regard for the long-term welfare of the farming
“population, '

6. Farmer co-operatives cannot afford to stand aloof from the problems
raised by contract farming, even in.those countries where it has not
yet become a widespread phenomenon. They must be able to give
advice and, where necessary, protection to their members. Vihere
contract famming has taken hold, the very existence of some farmer
co—-operatives - for instance, those mamufacturing and supplying
feedingstuffs - may be threatened.
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Co-operatiﬁes can give a certain amount of fringe protection - for
instance, by impressing on public authorities the danger of over-
production, by placing the issues involved before their members in
house journals or radio talks, or by scrutinizing proposed contracts
before signature by the famer (though this latter would more suit-
ably be undertaken by a general farm organization). sut if they
wish to exercise a more decisive influence -~ as they should - the
question that has to be answered is, should co-operatives themselves
move into contract farming?

Farmer co-operatives in many cases provide their members with most
of the services and advantages offered by the private integrator -
technical advice, credit, an assured markét. The supposed ability
of the private integrator to give more than the co-operative in
terms of security and high returns depends essentially on one

thing - the integrator chooses his farmers and binds them by con-
tract, while the co-operative is open to all farmers, has no con-
trol over their management practices, and often no effective con-
trol over their marketing. The integrator is there to make profits
and in so doing may also serve the interests of a number of selected
farmers; +the co-operative is there to serve all farmers.

It is clear, therefore, that for farmer co-operatives in many coun-
tries to practise contract farming as currently worked in North
America by private integrators would involve a fundamental change
in the concept of co-operation. @% could no longer be considered
as a unifying force?

Rather than embark on such a course - which, from the viéwpoint of
the economy as a whole, could have the disadvantage of encouraging
over-production and a one-sided development of those branches of
agriculture that are suited to contract farming - co-operatives
should study as a matter of urgency the many other forms of inte-
gration that can enable them constantly to widen and improve their
services to farmers. There arec numerous possibilities: integra-
tion between the local, regional, and national echelons of a given
branch of co-operation, integration between marketing, supply, and
credit co-operatives at all levels, integration - or at least co-
ordination - between the rural and the urban co-operative movements.
This latter deserves particular attention, since agreements with
consumer co-operatives would in certain cases give the farmer co-
operatives the benefit of large, assured outlets for their products
(one of the strengths of the contract farming system in North
America as practised by or in conjunction with chain foodstores and
supermarkets).

If these various possibilities are fully cxploited - they naturally
differ widely from one country to another - farmer co-operatives
should be capable of maintaining and improving their position in
relation to their private competitors. The necessary complement

to this effort in the technical and organizational field is the
provision of full and objective information to farmers, both members

-and non-members, and to the commnity as a whole. It must be-stated

emphatically that the farmer who contracts with a private integrator
surrenders his freedom of choice - in the long run, perhaps' his inde-
pendence - to a profit-making concern where he has no voice.  What-
ever freedom the farmer surrenders to his co~operative, he surrenders
to a democratically run organization that exists exclusively to

serve his interests and those of his fellow farmers.
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1, The term integration is freguently used to describe a dual phenomenon: the
tendency towards larger economic units and towsrds unified management over wider
areas of the economy. Such tendencies are visible in all sectors of a modern
economy. Even in agriculture, where they are generally harder to carry through
than in other sectors, many countries show a long-term trend towards the formation
of larger, more closely linked producing and marketing units.,

2. It is not the place here to discuss the multiple forms that these tendencies
can take, the problems peculiar to each sector of economic activity, nor even the
factors - including scme purely economic ones - that limit the scope for integra-
tion in agriculture, for these are well-known to farmer rerresentatives. The
problems to be discussed here are thiose raised specifically by a certain form of
integration known as "contract farming', One general remark may, however, be
made, Integration is usually considered under the sub-headings "vertical' ard
"horizontal", Contract farming is a form of vertical integration, involving in
its most complete form the whole chain of production, processing, and distribution
for a given product, Co-operatives, on the other hand, come under the heading

of "horizontal integration' as they unite a homogeneous categorv of persons -
farmers at the production end of the chain, consumers at the distribution end, and
many groups in between, But it is clear that farmer marketing co-operatives, for
instance, realize a degree of vertical integration when they engage in collection
of the crop from the farmer, in its processing and distribution to wholesalers or
retailers, replacing a thousand individual transactions between farmers, collectors,
Processors, and distributors by a unified operation extending from production to
distribution., Co-operatives are thus, beyond any doubt, a form of integration.
It is a form that, we are convinced, has special virtues and it is necessary to
examine how far these are compatible with other formulas of integration, such as
contract farming. ’

3. Some kinds of contract farming have been known for many years, and have raised
no serious problems. Growers of sugarbeet and of fruit and vegetables for cann-
ing usually contract with the sugar factory or the canneries for a certain acreage
or perhaps a specified weight., There are obvious technical reasons for this,

A cannery, for instance, must operate at something near full capacity, especially
-as its season is often short. In the absence of a contract with the producers,

it is liable to find itself with insufficient volume in years when there is a ready
and profitable sale of fruit (or vegetables) on the market for direct consumption.
There is also the important consideration of securing high and unifornm quality.

At the same time the farmers usually welcome such contractual arrangements which,
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by specifying a certain price or p?lce range, provide anielement of stability in a
market subject to violent fluctuations, These older forms of contract farming,
while important in certain regions, seldom account for a significant portion of
natlonal agrlculbural production,

li. Contract farming of the kind that has aroused so much discussion is mostly
practised in North America, where it has spread rapidly in the post-war years.

The products mainly concerned are pigmeat, poulbtry meat and eggs, while some con-
tract arrangements also exist for beef and dairy cattle. Appendix A to this
document gives an indication of the extent of contract farming in these fields in
the U.S.A. and Canada. Similar methods are beginning to be used in some European
countries and are almost sure to be more widely adopted in the immediate future,

5. The main types of arrangements that are included under the general heading of
contract farming vary-a good deal in their degree of integration. In the milder
forms the individual farmer remains the owner of land, livestock, and buildings,
while contracting in advance with the integrator - usually a feed manufacturer,
food processor, or chain store - to sell certain quantities (of broilers or hogs,
for instance) at specified periods and for specified price premiums. The earlier
practice of guaranteeing a specific orice to the producer is rapidly disappearing
in the face of rising production and falling market prices, The farmer usually
undertakes to observe certain management practices and particularly the use of
specified feeds manufactured or recommended by the integrating concern. In the
more extreme forms the integrator provides the livestock and necessary tuildings
and equipment, lays down in detail the management practices to be followed and pays
the farmer a fixed wage for his labour and the use of his land.

6. Tt is cledr that arrangements of this kind go far to satisfy the economic and
technical needs of the North American market. Thev make available to the rela-
tively small producer -~ but not to the smallest, with whom the integrators generally
refuse to contract - the latest findings of research on the feeding and management
of poultry and hogs. They provide him (in the more completely integrated systems
mentioned above) with the most suitable stock and equipment, or with the credit to
obtain thems He is thus able to produce, at low unit cost, a regular supply of
a highly standardized product, as demanded by the supermarkets and chain foodstores
that are acquiring an increasingly dominant position on the North American food
market.

7. Thus contract faming is in line with present-day economic trends. It can
bring advantages to the consumer in the form of lower prices and more uniform
quality, to the producer in the form of improved facilities and an (in the short
term, at least) assured market, and to the integrator in the form of the ample
profits to be realized from mass markets for his feeds on the one hand and for his
pig and poultry meat on the other., But there are also drawbacks and dangers
inherent in contract farming.

8. In a brief survey such as this it will not be possible to examine the detailed
provisions of the contracts between integrators and farmers. These can vary wide-
ly, not only as between different integrators but also because nothing compels the
individual integrator to offer the same conditions to all farmers. But whatever
the terms of the contract it is clear that, in return for the technical assistance
and an assured market, the farmer surrenders some part of his independence to an
integrator whose interests do not necessarily coincide with farmers' and whose aim
" is to make as big profits as possible. This is true even for the less extreme
kinds of contract; where the farmer supplies only land and works for a fixed wage,
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his whole status is changed. He ceases to be an entrepreneur. He becomes a wage-—
earner and ona who, being tied to his land and owning no livestock, equipment, or
farm buildings, finds it very difficult to go into any other employment and conse-
ouently sooner or later is left with little bargaining power.

9. Any considsrable development of contract farming in its present forms seems _
therefore very likely to entall a serious limitation of competition for the farmer's
services and product., Theoretically, of course, canpetition might continue be-
tween the integrators but given the scale of operabions and the relatively small
number of enterprises involved it would be surprising if some kind of zoning
arrangement were not applied, enabling esach integrator to enjoy a virtual monopoly
in the area allotted to him., In this situation the terms of the contracts between
integrators and farmers would no doubt become progressively more unfavourable for
the latter, though with some compensation in the Jorm of greater security and,
possibly, government supervision of contracts.

10. These dangers are by no means far-distant eventualities. Bven more immediate,
however, is the problem of over-production, For broilers the problem already
exists in the U.S.A. and Canada, In the past fifteen years there has been a LO-
fold increase in broiler production in the T.3.A., for which the contract farming
system is mainly responsible, and 95 per cent of broilers are produced under con-
tract. The corresponding figure in Canada would be around 80 per cent,. The
price of broiler meat in Canada, which in the first half of 1958 was around 21-22
cents per pound liveweight to the grower, had sunk by the spring of 1959 to around
14-15 cents, This price is said to be below cost for the average small and medium
non-integrated producer, and even some integrators have suffered losses. This
explains their recent tendency to eliminete the price guarantees in contracts made
with farmers, and to substitute bonuses for efficiency.

11, Bven supposing that prices do not fall to the point where the integrated
operators bhemselves cannot continue profitably, it remains that the average
independent grower of broilers is already, and will be increasingly, faced with
extremely serious difficulties. Wot every farmer who wishes can obtain a contract.
Integrators discriminate, and not every region is covered. The classical, text-
book answer is that the inefficient - i.e. non-integrated - producer must get out.
Rut today 1t is realized, even v governments and non-agricultural interests, that
this process can only be allowed to act slowly and with precaution, A considerable
extension of contract farming in a few branches of production, resulting in a steep
fall in prices, could have consequences that, leaviny aside the human, social, and
political aspects of the. problem, would not even have economic justification.

12, This, in necessarily over-simplified terns, is the situation faced by farmer
organizatirns: in the U.3.A. and in Canada, widesvread use of contract farming in
livestock production, with varying degrees of saturation of the market, and else-
where the beginnings of what may be a similar development, Farmer organizations
cannot be indifferent, nor can they afford to remain for long without a defined
policy. Their task - in which farmer coc-overatives must play an important part -
is to secure for farmers (and for consumers) the benefits of the most effective
production methods while protecting them from possible abuses of the contract farm-
ing system and from a too rapid expansion of output.

13. It is not surprising that the attitude of farmer co-operatives in the two
countries mainly concerned - U.S.A. and Cznada - has so far been generally hesitant,
Thether seen from a businessman's or a co-operator's viewpoint, much is at stake -
enormous capital, and some basic principles of co-operation. Tt is not too much
to say that the whole future of farmer co-operatives may depmend on decisions taken
in the face of the challenge of contract farming.
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by specifying a certain price or p?lce range, provide an’element: of stability in a
market subject to violent Tluctuations, These older forms of contract farming,

while important in certain regions, seldom account for a significant portion of
national agriculbural production,

i+ Contract farming of the kind that has aroused so much discussion is mostly
practised in North America, where it has spread rapidly in the post-war years,

The products mainly concerned are pigneat, poultry meat and eggs, while some con-
tract arrangements also exist for beef and dairy cattle. Appendix A to this
document gives an indication of the extent of contract farming in these fields in
the U.S.A. and Canada, Similar methods are beginning to be used in some Buropean
countries and are almost sure to be more widely adopted in the immediate future,.

5. The main types of arrangements that ere included under the general heading of
contract farming vary a good deal in their degree of integration. In the milder
forms the individual farmer remains the owner of land, livestock, and buildings,
while conbracting in advance with the integrator - usually a feed manufacturer,
food processor, or chain store -~ to sell certain guantities (of broilers or hogs,
for instance) at specified periods and for specified price premiums. The earlier
praotlce of guaranteeing a specific orice to the producer is rapidly dlsappearlng
in the face of rising production and falling market prices., The farmer usually
undertakes to observe certain management practices and particularly the use of
specified feeds manufactured or recommended by the integrating concern. 1In the
more extreme forms the integrator provides the livestock and necessary tuildings
and equipment, lays down in detail the management practices to be followed and pays
the farmer a fixed wage for his labour and the use of his land. '

6. It is clear that arrangements of this kind go far to satisfy the economic and
technical needs of the North American market, They make available to the rela-—
tively small producer - but not to the smallest, with whom the integrators generally
refuse to contract - the latest findings of research on the feeding and management
of poultry and hogs. They provide him (in the more completely integrated systems
mentioned above) with the most suitable sbock and equipment, or with the credit to
obtain them., . He is thus able to produce, at low unit cost, a regular supply of
a highly standardized product, as demanded by the supermarkets and chain foodstores
that are acquiring an increasingly dominant position on the Morth American food
market.

7. Thus contract farming is in line with present-day economic trends. It can
bring advantages to the consumer in the form of lower prices and more uniform
quality, to the producer in the form of improved facilities and an (in the short
term, at least) assured market, and to the integrator in the form of the ample
profits to be realized from mass markets for his feeds on the one hand and for his
pig and poultry meat on the other, But there are also drawbacks and dangers
inherent in contract farming. ‘

8. In a brief survey such as this it will not he possiblm to examine the detailed
provisions of the contracts between integrators and farmers, These can vary wide
1y, not only as between different integrators but also because nothing compels the
individual integrator to offer the same conditions to all farmers. But whatever
the terms of the contract it is clear that, in return for the technical assistance
and an assured market, the farmer surrenders some part of his independence to an
integrator whose interests do not necessarily coincide with farmers! and whose aim
" is to make as big profits as possible. This is true even for the less extreme
kinds of contract; where the farmer supplies only land and works for a fixed wage,
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his whole status is changed., He ceases to be an entrepreneur. He becomes a wage-
earner and ons who, being tied to his land and owning no livestock, equipment, or
farm buildings, finds it very difficult to go into any other employment and conse-:
ouently sooner or later is left with little bargaining power,

9. Any considerable development of ccntract farming in its present forms seems
therefore very likely to entail a ssrious limitation of competition for the farmer's
services and product. Theoretically, of course, canpsetition might continue be-
tween the integrators but given the scale of operations and the relatively small
number of enterprises involved it would be surprising if some kind of zoning
arrangement were not applied, enabling each integrator to enjoy a virtual monopoly
in the area allotted to him, In this situation the terms of the contracts between
integrators and farmers would no doubt become progressively more unfavourable for
the latter, though with some compensation in the Zorm of greater security and,
possibly, government supervision of contracts.

10. These dangers are by no neans far-distant eventualities. Bven more immediate,
however, is the problem of over-production, For broilers the problen already
exists in the U.S.A. and Canada, In the past fifteen years there has been a LO-
fold increase in broiler production in the U.3.A., for which the contract farming
system is mainly responsible, and 95 per cent of broilers are produced under con-
tract., The corresponding figure in Canada would be around 30 per cent. The
price of broiler meat in Canada, which in the first half of 1958 was around 21-22
cents per pound liveweizht to the grower, had sunk by the spring of 1959 to arocund
1U~15 cents. This price is said to be below cost for the average small and medium
non-integrated producer, and even some integrators have suffered losses. This
explains their recent tendency to eliminats the price gsuarantees in contracts made
with farmers, and to substitute bonuses for efficiency.

1l. Zven supposing that prices do not fall to the point where the integrated
operators themselves cannot contirme profitably, it remains that the average
independent grower of broilers is already, and will be increasingly, faced with
extremely serious difficulties, Not every farmer who wishes can obtain a contract,
Integrators discriminate, and not every region is covered. The clasgsical, text-
book answer is that the inefficient - l.e. non-integrated - producer must get out.
Rut today it is realized, even v governments and non-agricultural interests, that
this process can only be allowed to act slowly and with precaution. A considerable
extension of contract ferming in a few branchses of production, resulting in a steep
fall in prices, could have consequences thabt, leavinz aside the human, social, and
political aspects of the problem, would not even have economic justification.

12. This, in necessarily over-simplified terms, is the situation faced by farmer
organizaticrns: 1in the U.S.A. and in Canada, videsvpread use of contract farming ‘in
livestock production, with varying degrees of saturation of the market, and else-
where the beginnings of what may be a similar development. Farmer organizations
cannot be indifferent, nor can they afford to remain for long without a defined
policy. Their task - in which farmer co-overatives must play an important part ~
is to secure for farmers (and for consumers) the benefits of the most effective
production methods while protecting them from possible abuses of the contract farm-
ing system and from a too rapid expansion of output,

13. It is not surprising that the abttitude of farmer co-operatives in the two
countries mainly concerned - U.S.A. and Conada - has so far been generally hesitant.
Thether seen from a businessman's or a co-operator's viewpoint, much is at steke -
enormous capital, and some basic principles of co-operation. It is not too much
to say that the whole future of farmer co-operatives may depend on decisions taken
in the face of the challenge of contract farming. /
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1. Various lines of action are theoretically open to farmer organizations. They
could confine themselves to checking the terms of contracts between integrator amd
farmer, pointing out any unfairnesses and seeking to get them remedied. They
might go a step further and enter into collective bargaining with the integrators
on behalf of their members. 17 willing to commit themselves more completely,
they could by becominz contractors themselves or by engaginz in other forms' of
action try, throurh generally improved efficiency, to outdo the feed manufacturers
and chain foodstores. ‘

15. 4 supervision of contracts would be a useful but liv~ited measure. It has
the advantage of being immediately applicable, since it involves neither basic
principles nor big investments, and would rrobably save individual farmers from
signing disadvantageous contracts, This supervision would be a2 matter primarily
for general fary: organizations. Tt would, however, leave the situation substan-
tially unchanged. No amount of supervision by co-operatives would prevent a
hardenirg in the contracts once the integrators were in a position to impose their
terms.

16. Although collective bargaining (by ceneral farm organizations, by farmer .co-
operatives, or by specially formed bodies) coes a good deal further than a mere
check on contracts arrived at by each farmer individually, the same kind of criti-
cism can reasonably be made. Collective bargaining can eliminate individual
abuses and discriminations but its effectiveness in improving conditions of farmers
as a whole, or for all those engaged in the particular branch of production con-
cerned, dspends upon the existence of a competitive alternative to contracting with
the private integrator.

17. The real choice for co-operatives wishing to intervene decisively %therefore
lies between adopting contract famming and doing it better than the private inte-
grators, or seeking other methods of matching the efficiency of these latter. '

18. It can be noted, first of all, that there are many resemblances between the
services and protection offered by contract farming on the one hand and by ordin-
ary co-operative methods on the other, Vany farmer co-operatives maintain tech-
niclans to advise members on such things as feeds, fertilizers, and livestock
husbandry; manv also engage in processing and distribution, sometimes even as far
as the final consumer, llarketing co-opsratives in many countries are under an
obligation to accept all cuantities of vroduce their members offer them for sale,
not merely the specified amounts provided for under contract farming. In times

of over-abundance many co-oneratives will give thelr rembers an immediate advance
(of perhaps 70 per cent or 30 per cent of the estimated sale price) and store the
product until the market is stronger, These and similar services strengthen the
position of the individual grower considerably. Tre co-operatives, it is true,
cannot guarantee a certain level of returns to the producer. Rut recent exper-
ience in North America shows that private integrators cannot do so either for very
long. In any case the advantages they offer can only be made available for a
limited volume of production and, consequently, for a limited number of producers
who, under the contract, accept corresponding cbligations and restrictions on their
freedom of action, Vith these restrictions co-operatives could grant similar
terms. Bub a co-operative - which is essentially a non-discriminating association,
open to anyone belonging to the category catered for - has to serve wider interests.
Tt is conceivable that a co-operative in certain conditions - for instance, with
limited territorial coverage, uniform farm structure, and control over retail out-
lets - eould offer contracts to all its members, and to any other farmers in its
area who might wish to become members, But in most cases, where an introduction
of contracts would inevitably mean accepbing some and rejecting others, the
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dangers of disunity and splitiing up would »¢ considerable. Once the idea of dis-
crimination is admitted it is hard to set any linits to it and the universal nature
of co-operation would be fundamentally changed.

19. It therefore seems that many farmer co-operatives faced, or likely to be faced,
with an extension of contract farming will tend to adoot forms of integration, other
than contract farming, that will enable them to compete effectively with other busi-
nesses and to maintain, if not increase, the rzlative strength of the co-operative
sector., Failing this, they would e left with the uneconcmic producers who camnot
obtain a contract with a private integrator, with serious consequences for their
powers of competition and, indeed, their whole status.

20. The scope for co-operative integration, and the forms it may take, naturally
vary from one country to anothzr and from one branch of agricultural production to
another., Recent examples from the U.S.A. and Canada are mentioned in Appendix A
to this document. A far-reaching possibility that has not been much exploited so
far concerns the integration that could be achieved between farmer co-operatives

and consumer co-operatives, ihere consumer co-operatives are fairly strong, this
would provide assured outlets for large quantities of farm produce sold by the
farmer co-operatives.  Fven within the agricultural co-operative movement there is
room for greater co-ordination between its various branches, extending in some cases
to a measure of integration.

2l. The economics of contract farmings are vitally affected by government policy.
here the product concerned enjoys some measure of price support, operations are
simplified. The integrator knows in advance what his minimunm takings will be,
regardless of the state of the market. At the same time, however, the security
gilven by price support may render centract arrangements less attractive to the
farimer. lloreover, governments will be keeping a strict watch on volume of pro-
duction in order to hold its expenditure on the support program within acceptable
limits. A very significant development in this respect is a recent statement made
by the Canadian tiinister of igriculture suggesting that the government will adopt
the deficiency payment method to fulfil its obligations to support hog prices, and
that "commercial organizations operating under the so-called vertical integration
plan® will not be eligible to receive such payments.

22, The broiler industry, however, which is the classical example of contract
farming, does not enjoy price support either in the 7.S.A. or in Canada. If the
_integrating concerns can give contracting farmers technical advice, credit, an
assured market, and premiums for efficiency that farmers find satisfactory and

even attractive, the reason can be seen mainly in two facts. The first is the
ability of a large integrated enterprise to offset losses on one activity against
profits on another. For a feed manufacturer, for instance, the key to contract
farming is that it ensures the sale of large quantities of his feeds. The profilts
realized on the feeds enable him to offer attractive terms to the broiler producers
if necessary, even to accept some losses on the narketing ol the broilers. In a
different situation, with the broiler market firm and feed prices falling, the game
could be played the other way round. “hat ccunts is not the economics of each
activity in isolation but final profit on the whole integrated operation.

23, The other important fact is the existence of an assured, and subtly protected,
nass market - that provided by the supermarkets and chain foodstores, Sometimes
these concerns engage directly in contract farming, sometimes they have an arrange-
ment with other integrators. This retail market is effectively protected by the
consumer's habits, by advertising, by the maintenance of standard quality. Perhaps
it is protected even more effectively by the flexibility mentioned in paragraph 22,
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The supermarkets and chain foodstores do not sell just broilers, They sell a
thousand and one iteiis. The customers will not stop coming to the supermarket

Just because it charges another cent per pourd on broilers; they may buy fewer
broilers but the money saved will o on beef or pork or something else that the
supermarket sells.  On the other hand, il the supermarket considers it essential
to keep up broiler sales it can very well sell them at a loss, for a time, and re-
coup by a mark-up in some other of its derartments.

2li, How are farmer co-operatives placed to take advantage of these two factors?
The big multi-purpose co-operatives certainly have a sufficiently wide range of
activities, bubt camot exploit this strength with the same flexibility as a private
company. ¥hile it is probably trus that most multi-purpose co-operatives from
time to time finence one activity ith surpluses derived from another, there are
often quite strict limits to such gction., The co-operative's function'being to
render services to its members-customers at - -something close to cost, a multi-
purpose co-onerative is entitled to merge its funds only if all the menbers utilize
all the services. filhere a service is vrovided for a minority of members, it will
usually have to be self-supporting, receiving no subsidy from general funds and
retaining any surpluses that arise. Departures from this principle are, of course,
not uncormon, and can be explained either by a highly devcloped sense of solidarity
within the co-operative or by the ability of management to get its policies accepted
or tolerated. Nevertheless, the room for manceuvre in a co-operative is clearly
much more limited than in a private company, where management is more autonomous
and has as its essential duty tec produce maximum profits for the shareholders from
the concern's integrated fields of activity.

25. As for the retail outlets, farmer co-opsratives are generally not yet in a
strong position. TFew of them possess their own stores selling to the public (and
then usually on only a small scale). Information available to IFAP is too sketchy
to permit any firm statement about the extent i which farmer co-operatives may
have arrangements with retailer=s, consumer co-operatives, or institutions guaran-
teeing them a certain market for their products, but the indications are that only
a small proportion of the total sales of farmer co-operatives is covered by such
arrangements. In the face of the integration practised by private trade, exempli-
fied by the relationship between feed manufacturers anca chain foodstores in the
U.S.A. menticned above, farmer marketing co-operatives must look for ways of pro-
tecting the retail market for their products, In a number of countries, particu-
larly in Rarope, it micht be possible to reach satisfactory arrangements with the
consumer co-operative movement in the first place, and alsc with the private trade.

26. Finally, the problem of over-production touched on in paragraph 10 cannot be
seen realistically in isolation from government agricultural policy and the chronic
surplus situation for some staple farm products. Over-production of, for instance,
broilers is in meny ways a different problem from that of wheat and no doubt less
intractable. The basic causes are, however, the same - amazing advances in pro-
duction technicues, and a complex of government agricultural support policies
affecting immediately the commodities concerned and beyond them farming and the
national economies as a whole, It is not the -task of this paper to attempt an
analysis of these immensely complicated problems, beyond noting that farmers and
their organizations alone cannot be expected to solve them,
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AGRICULTURAL CO-OPERATIVES' CONTRIBUTIOH TO THE
ADJUSTRWENT OF SUPPLY TO DENAND

(Prepared by the Secreﬁariat)

(Reference: Ttem 3 of the Draft Agenda of the Standing Cammittee
on Agricultural Co-operation)

1. By speaking of the contribution to be made by agricultural co-operatives, the
title of this section makes ib clear that theirs is not the only, or even the
major, responsibility for securing a satisfactory adjustment of the supply of farm
products to the demand, This fact deserves to be emphasized at the start, In
the textbook economy, with large numbers of independent and individually unimportant
farmers, this adjustment was thought to depend ultimately on the response of the
farmers themselves to their economic environment., In the mabterially advanced
countries, the success of farmers in adjusting their output upwards has been strik-
ing; their ability to reduce certain items of their production for which demand
has declined has been generally disappointing. In the developing countries, a
rapid increase in the production of almost all food is required, but while perfor-
mance has been variable it can be noted that, in general, rates of increase have
been lower than those achieved by the agriculture of the more advanced countries.

2. There are many reasons, well lmown to all students of agricultural econonics,
to account for this situation. " They need not be recalled here., But one conclus-
ion can be drawn that seems beyond cuestion: in present-day conditions it is not
within the power of farmers, by their own unaided efforts, to create and maintain
a satisfactory balance between supply and demand, ILet us leave aside such special -
though highly important - cases as hogs, where the perfectly normal response of the
rroducer to economic factors leads to a cyclical movement in which ecuilibrium is
only attained to be irmediately disturbed again, Let us also leave aside the
tendsncy of farmers, in many circumstances, to expand their output in response to
falling prices, rather than reducing it. The basic fact is that in virtually
every country today government decisions of all kinds have a major influence on
the direction taken by agriculture, as alsoc by other economic activities, This
increasing intervention by govermments is itself due in a large ‘degree to the
failure of/the mechanism of supply and demand to ensure a satisfactory balance -
sometimes, of course, not because of inherent defects in the mechanism but because
powerful interests interfered with it.

3. In these circumstances it is hard to lay the main responsibility on the 'pro-
ducer. He no longer works for a local merket whose needs he can forecast with
accuracy. He is faced with many conditions which are artificial *n the sense
that they do not result from the unimpeded interplay of supply and demand. These
conditions can change abruptly in a way that the individusl farmer cannot be ex-
pected to foresee, Government measures are often taken, and have to be taken,
without any certainty of the way in which farmers will react to them.
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L. This does not mean, however, that farmers can remain passive before the problem
of modifying suprly in accordance with demand., It is, after all,zthejr decisions
that directly determine (subject to natural hagards) the volume and composition of
agricultural production. They are closest to the technical and economic problems
of switching production,. If it is unreasonmable to require farmers to solve the
supply—demand riddle by themselves. it is equally unreasonable for them to call o
governments to do so, without first making a serious attempt to understand the main
features of the situation existing today and to see whet action the agricultural
community itself can take towards improving it. It is, in fact, only through the
active colliaboration of farmers and their organizations with government and research
workers, particularly market forecasters, that an improvement can be achieved,
Farmer organizations clearly have a particular responsibility, more especially per-
haps the farmer co-operatives whose activity gives them an insight not only into
the individual farmer's problems and lines of thought but also into the wider econ-
omic issues, national and international.

5. First of all, a distinction mst be made between long-term and short-term
adjustment, the problems involved being very different. Long~term adjustment can
be seen as the complete solution of the problem by a modification of the volume,
quality, and composition of supply in accordance with demand. Clearly it is never
achieved once and for all but is a continuing process. Short-term adjustment
covers the many ways of making the best of a given situation, in which the produc-
tion process is finished and the resulting quantities have to be disposed of in one
way or another. A considerable part of the functions of an agriculbural marketing
co-operative usually consist precisely of this. It is a much more limited field
than the adjustment of production at source, but one in which farmer co-operatives
have greater possibilities for independent and effective action. These are dis-
cussed in the following paragraphs.

6. Only a well-integrated co-operative structure can respond fully to the require-
ments of each situation. The réle of a purely local co-operative, acting in isola-
tion, cannot but be extremely limited., For the sake of illustration, then, it is
best to assume a co-operative at national level with powers to direct the marketing
of supplies produced by farmer members and handled by the regional ard local co-
operatives throughout the country. In such a situation there are three main
measures that can be taken to adjust supply to demand (assuming that total supply
exceeds the demand). The first is a redistribution of supplies territorially in
conformity with demand. It is clear thet such redistribution will always tend to
take place, with or without co-operatives. An integrated co-ciivr tive system,
however, with information on supply and demand constantly flowir: il to a central
point from all parts of the country, can ensure that the necessar- “iunsfers are
made as rapidly and as economically as possible, eliminating spcculsztion and bene-
fitting its members.

7. The second method is a redistribution of suprlies in time, through storage.

The extent to which this is possible varies considerably from one commodity to
another, as also the kind of storage required and the wastage. Cereals, for
instance, can be stored for a long period without refrigeration and with a low rate
of loss. Butter can be stored for fairly long periods but only with refrigeration,
and deterioration in quality is noticeable. Soft fruits can only be stored in
desp-frozen form. Considerable coste are involved in all cases. Effective
action in this field is beyond the capacity of all but really large enterprises,
co-operative or other. A well-equipped central co-operative, by taking supplies
off the market at times of overabundance and selling when quantities coming for-
ward are insufficient, renders a service both to farmers and to the consumers and
introduces an element of stability into the market.
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8. The third measure could be termed a redistribution by uses, lfany agricul-
tural products have several uses, 1Nilk is used for direct human consumption, for
butter, for cheese, and several other items. Potatoes are mainly growm for human
conswmption but poorer cualities go for animal feeding and starch making. Fruit
and vegetables can be eaten fresh or canned, or used-for their juice only. Here
again a central co-operative, with up-to-date informaetion about supplv and demand
in the various markets, can help its affiliated co-operatives tc dispose of avail-
able quantitics in the most advantageous way, whether or not- the central co-
operative itself engages in the various kinds of processing.

.

Je A co-operative structure with sufficient control over marketing at all levels
can thus be well-ecuipped to put suprlies where they zre needed, when they are
needed, and in the form they are needed. Viany existing farmer co-operatives are
doing just such a job for their members, and doing it efficiently. Tut in the
situation prevailing today, with world supplies of some staples far exceeding
effective demand, no amount of skilful handling can hide the existence of surpluses
or counteract their depressing effect on the markets. The efforts of the co-
operatives to match supply with demand by the methods just mentioned may thus have
little practical result if totzl cuantities produced continue to be in excess of
the solvent demand for them, present or irmediately foreseeable., Here the pro-
blems are much more stubborn and, as already stated, can only be solved through
the united efforts of farmers and their organizations, government and indirectly
all sectors of the economy.

10. So far the assunption has been that supply exceeds demand, This type of
situation develops occasionally in Furope and orth America, There are, of
course, branches of agricultural production where increased output can be quickly
absorbed, but a major preoccuvation is to bring the supply of surplus commodities
inte line with demand, The picture is corpletely different in the develoring’
countries, Perhaps the most serious problem facing many of these countries is to
provide their people with a much more abundant and cheaper food supply. It is a
task that seems to be almost as difficult as the contrary one of reducing produc-
tion in the economically advanced countries, For co-operators in particular, it
is distressing even to discuss curtailing n»roduction anywhere until much more
serious efforts have been made to bring the superflucus plenty of the well-fed
countries to the populatians thet go permanently hungrv, This cammot be stated
too often, for there is alwavs a danger, in technically advanced countries, of
seeing problems in too narrow a context, IFAP has repeatedly pressed governments
to take action so that superabundance in one vart of the world may be used to
alleviate malnutrition elsevhere. If the rresent Conference is considering, in
part, ways of limiting production of certain farnm comnodities in some areas of the
world, it is to some extent because of the failure of governments to agree on con-
structive methods of using abundance internationally. The result is a situation
in which only the negative aspects of surpluses are apparent and ways of curtailing
them have necessarily to be examined,

11, It was stated above that the contribution of farmer co-operatives to a long-
term adjustment of supply to demand must be related to government action towards
the same end. At & time when free harket mechanisms are often modified by govern-
ment interventions of various kinds, it seems that an urgent need is to know more
exactly how farmers react to given incentives and disincentives, Policies have
frequently come to grief because the response of fammers, anc others connected
with the farming business, %o a particular set of conditions has not been correctly
foreseen. Farmer co-operatives should be able to throw souxe light on these prob-
lems, thus aiding the agricultural policy makers in their difficult task.
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12, Working in the other direction - back towards their members - the co-operatives
should see that farmers are provided with information on the general economic situa-
tion and prospects and on market outlook for the commodities they produce., In -
some countries official services do an excellent job of bringing such material to
the farmer's notice but elsewhere co-operatives could'- and often do - help their
members to obtain a reliable factual basis For their major decislons affecting the
farm enterprise.

13, Farmer co-operatives can do more thcn this, however, and their effectiveness
in the wider tasks springs from the nasure of +he relationships built up within the
menbership and from the confidence enjoyed by the elected leaders. They can exer-
c¢ise leadership in getting their members %o think objectively about the big econ-
omic issues Tacing agriculture, in particular the adjustment of supply to demand,
They can, as a practical step, make a point of avoiding policies that may aggravate
over—-production of certain cormodities, even though such policies may sometimes
seem attractive in the short run. Host co-operatives already try to encourage
cuality production by paying preniums to thelr members for the higher grades, or
penalizing the low ones. 'hen a ccmmiodity is in chronic over-supply such regula-
tions can be tightened up, for in many cases it is only the poorer cualities that
are in excess of demand. The effectiveness of these measures, at national and
international level, depends of course on the proportion of total production
accounted for by the members of co-opsratives. “here farmer co-operatives have
only-a modest share of production their efforts cannot meke any substantial differ-
ence if other producers focllow conflicting policies, and the result may merely be
to increase the difficulties of the co-operatives.

1. Even where co-operatives are in a position to iniluence a large proportion of
total producticn, some reserves must be expressed concerning the ways in which they
should exert this influence., In advocating procduction policies to avoid excess
supplies, co-operatives must take care not to lay themselves open to the charge of.
political partisanship. Tt is also clear that once they start urging their
menbers to take certain management decisions, rather than merely giving them
neutral informetion on which to base their own judgment, co-operatives assume a
moral responsibility which may later be translated into a kind of co-managenent,
Some of the implicaticns are discussed in Document AC 3/59, Section As The choice
is an important one and should be made consciously, not imposed by an automatic
trend whose signirficance is cverlooked until too late. These are matters for the
discretion of co-operative leacders; they should be able to avoid the pitfalls and
find appropriate methods to enable farmers to do the utmost in their power toward
balancing supply with demand.

15. Turning now tc the situation of the developing countries, where large increases
in food production are urgently needed, it seems that the scope for co-operative
action is a pood deal wider. Tt is alirays congenial for a farmer organization to
urge greater rather than less production. To ask farmers to produce less, or to
shift their production, is often regarded by them as the same thing as asking them
to accept a smaller income, or to take unknown risks, 1any of the small farmers

in the developing countries are in such poverty that they have almost nothing to
lose; dindeed, their only prospect of improved living standards lies in increasing
their output, and as this corresponds with the most pressing need of their coun-
tries, governments and co-operatives alike can work wholeheartedly to this end.

16. This being so, why has not greater progress been achieved? The answer no
doubt is to be found ocuite sirmly in the formidable obstacles that stand in the
way of this concerted drive, One is illiteracy, shubting off access to written
sources of information on the scierces and techniques involved in agricultural

/...
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production and marketing.  Another is the force of tradition, whose hold necess-
arily remains strong wherever illiteracy is widespread. Under-nourishment brings
not only disease but, more generally, debility and a reduced capacity for physical
exertion. Powerful interests flourish by maintaining the farmers in a state of
poverty and subjection, and defend their positions stubbornly. The réle of co-
operatives in developing the ecmomies of these countries is discussed in Section B.
Here it remains to add a word about the specific aspect of this development with
which the present paper is concerned,

17. The co-operative movements in the newly developing countries are largely a
creation of governments. This is not to belittle the efforts of enlightened indi-
viduals who have sometimes managed to build up admirable co-operatives in the areas
where they are influential; but the bulk of the co-opsratives have a more or less
official character. The reasons for this do not need to be enumerated. As a
consequence of their official origin, co-operatives are in many cases regarded as
an agency of government and are uvsed as such - primarily in an attenpt, direct or
indirect, to increase off-farm production, In this case there is no specifically
co-operative contribution to the adjustment of supply to demand, but at most the
execution by co-cperatives of certain features of govermment policy. This rela-
tionship will undoubtedly delay the development of truly independent and self-
governing co-operatives; on the other hand, the problems to be solved are of such
magnitude that no rapid progress can be expected unless all available forces are
thrown into the struggle under a central direction that can only come from the
government.
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CONCLUSTONS

The Committee may, at the conclusion of its debate on the subject discussed
in the present section, wish to summarize its findings along the following lines:

1.

2

3

5e

Adjustment of the supply of agricultural produoce to the effective
demand can be either upwards or downwards. Where supply is in
excess of demand, adjustment has two aspects - the modification of
supply at source and the utilization of given quantities once
produced.

In the materially advanced countries it generally proves easy to

increase supply where deriand is strong; more troublesome is the

downward adjustment in supply of certain commodities chronically

or occasionally in surplus., In the developing countries, on the
contrary, the overriding problem is to increase production.

In most countries the volume and composition of agricultural pro-
duction are affected, directly and indirectly, by government policies.
Farmers alone cannot be held responsible for, or expected to remedy,
the disequilibrium often existing between supply and demand, Bt
they must attempt, through their organizations, to understand the
situation in which they find themselves and to give all aid possible
to government policy-makers in thelr difficult task.

As regards the handling of given supplies in order to achicve the
greatest satisfaction of demand, this is a normal function of farmcr
co-operatives which can be carried out effectively by an integrated
national co-operative structure. The various measures taken to

this end can be classified as redistribution of supplies in place,

in time, and in utilization. In exercising this function farmer
co-operatives are daily making a valuable contribution to the adjust-
ment of supply to demand. Their ¢fforts may, however, be nullified
if supply is greatly in excess of demand.

The fundamental problem is therefore that of adjusting suppiy at
source. In tcrms of the nutritional needs of the world's popula-
tion as a wholec there are no surplus supplies, and IFAP, along with
other organizations, has always urged governments to co-operate
internationally in using the overabundance of one country or contin-
ent to feed the hungry elsaewhere. The failure to achieve a2 con-
structive solution of the problem on a large scals has necessarily
emphasized the negative aspects of surpluses and led to consideration
of ways of limiting thema

The contribution that farmer co-operatives can make to this end is
subordinate in almost a2ll cases to govermment policy, Within this
framework, however, they have a duty to inform their members object-
ively on the general economic situation and on market outlook for

the various commodities, to encourage quality production, and in
genecral to avoid policics that might aggravate over-production,

They should also be able to throw light on the way farmers react to
certain incentives and disincentives, for the benefit of government

Y
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policy-makers. In these activities co-operatives must take care

‘not to encroach on the independent management functions of their

members,

)
In the developing countries, where in practically all branches of
agriculture increased production is urgently needed, co-operatives
can perhaps exercise a moro positive influence - basically an educa-
tional influence, leading to a greater willingness on the part of
the farmers to usec modern production methods and to co-operate with
one another in marketing, supply, and the provision of other services.
Ab present, the co~opcrative movements in most of these countries are
in varying degrees government-sponsored, and their policics are often
laid down by the authorities rather than freely arrived at by the
members.  When mors independent co-operatives develop, they will no
doubt continue to collaborate closely with govermment in encouraging
increased agricultural production, since this is so clearly in the
interests of 2ll, and their indepondence should give their counsel
greater weight with the farmers.
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IP\j l p ELEVENTH GENERAL CONFERE'NCE

NEW DELHI , INDIA

RECENT DEVELOPMINTS IN
AGRICULTURAL INTEGRATTO: Til NORTH AlZRICA

(Prepared by the Secretariat)

(Reference: Item 3 of the Draft Agenda of the Standing Committee
on Agricultural Co-operation)

l. Since World War II there have been numerous developments, throughout the world,
in the direction of expansion of the sizes of individual agricultural producing or
marketing units (horizontal integration) and toward the bringing together under
individual managements, especially throuch contractual arrangements, of production,
processing, and marketing functions in the field of agriculture (vertical integra-
tion).  The most strikins of these latter developments have occurred in the United
States and Canada and have been popularly referred to in those countries as "verti-
cal integration and contract farming". These, which have taken place largely in
the fields of animel and poultry husbandry, have been motivated chiefly by three
considerations: (a) the desire to dispose of abundant supplies of manufactured
feed; (b) the need to have large production units in order to take advantage of
recent technological developments in the breeding, feeding, and care of livestock
and poultry; and (c) the need tc respond effectively to the increasing demandss

on the parts of retailers of food and of consumers, for higher and more uniform
quality products.

2. For the Sixth leeting of Horth American members of IFAP, held in Ensenada,
Mexico, in ‘arch of this vear, a discussion paper entitled "Integration of Agricul-
ture in North America®" was prepared.. This paper contained, in the last section,

a somewhat detailed account of developments, on a commodity basis through the year
1958 in Morth America, in the field of vertical integration. In a sypplement to
the Ensenada paper an attempt was made to summarize the principal integration
developments, up to the beginning of 1959, in the three countries concerned - the
United States, Canada, and ifexico - and to present certain conclusions as to their
significance, The summary brought out: (a) that the most important new "vertical
integration" developments have applied to the livestock and poultry industries of
the United States and canada; and (b) that, while much of the impetus for establish-
ing "contractual arrangements" has come from private business concerns - especially
feed manufacturers and chain grocery stores - farmers' co-operative marketing assoc-
iations had played important parts in these developments. The conclusions contain-
ed in this supplement were as follows:

"1, The trend toward larger, more highly intesrated, and more efficient
operations in the production and marketing of North American agricul-
tural products will continue,
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"2. In respect to the major (basic) crops the major trend will be
toward an expansion in the sizes of the production unit - the
individual farm. An increasing proportion of these large farm
units will probably be run on a corporate, rather than family
farm, basis.,

"3, In respect to livestock and poultry, the trend toward an expan-
sion in the number of animal units handled in a single operation
also will contimue, Probably, however, a larger proportion of
such operations - in contrast to crop production - will be managed
by %nd1v1dual farm families under some kind of contractual arrange-
men

"y, These 'integration! developments pose a serious threat to the
'small' producer who lacks the land and ecuipment necessary to
take advantage of modern technology - unless some system, or
systems, of equitable 'contracting' can be developed.

"5, Co-operative organizations can play an increasingly important
r6le in all these developments if, through increased size and _
improved management, they put themselves in a position to do S0

"6, But the main threat - to all producers - posed by integration is
that of over-production, The new techniques for increasing
yields of crops per acre and of meat per animal are being applied
not only in the established commercial areas but also - and to an
increasing extent - in new areas. (Perhaps the best example of
the latter is found in the expansion of animal and poultry husbandry
in the Southern United States.)

"7, Particularly difficult surplus problems are likely to arise (some
have already arisen) where government price supports are set at
levels which may prove very attractive to the efficient and
energetic, integrator.

"8. “hat seems obviocusly required is e ffective co-operation between
the producers and the govermments concerned - on both a national
and an international basis - to keep production within hailing
distance of the effective demand. Without such co-operation the
'surplus problem!, in a still more aggravated form, is 11ke1y to
extend, indefinitely, into the future."

3. Developments in 1959 have tended to confirthhe validity of the conclusions just
cited. There have been, however, a number of interesting further developments re-
lating to vertical integration, in the United States and Canada, during the present
year which should be noted here in order to bring the picture up to date. These
further developments are described, in the following pa"agraphs, on a commodity
basis.

Pdultny and Fggs

L. Broilers contimue to provide the outstanding example of "contract farming" in
the United States and Canada. It is estimated that, at the present time, 95 per
cent of the broilers produced in the United States and over 80 per cent in some
parts of Canada are raised on some kind of a contract basis. There has also
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been, in both countries, a rapid expansion, during the last year or two, in the pro-
duction of turkey broilers under contract. But, unlike the early contracts which
often offered the producer a guaranteed price or a guaranteed income, present day
‘contracts are emphasizing the payment of premiums, over and above the going market
price, as a reward for efficiency in the conversion.of feed into meat.

5. The more significant developments in the poultry industry, however, have applied
to eggs. In the United States three more or less distinct systems of "vertical
integration" have developed: (1) contract marketing and quality control programs
under which the contractor, either a farmer co-operative or a private corporation,
pays premiums to producers who agree to follow certain production and handling
practices which tend to enhance quality: (2) contract production, in which private
companies make agreements with individuel farmers for the latter to produce eggs
from hens owmed by the companies; and (3) large owner-integrator operations which
handle upward of 100,000 hens. In all of these operations emphasis is placed on
securing the highest possible quality product and, through the replacement of layers
from time to time, a smoothing out of seasonal fluctuations in egg production.
Under the contract operations, there is also a strong tendency toward awarding,
through premiums, the producers who are.able to deliver, on a systematic basis,
large quantities of high quality eggs. All of these developments are tending
toward a marked increase in the sigzes of laying flocks. (Few contractors will
deal with producers having less than 500 hens and many of them insist on flocks of
more than 2,000.) But these developments are also leading to a marked increase in
the total production of eggs in the United States and to marked decrease in prices
received by producers. Conseguently, many former relatively small egg producers
who are unable, or unwilling, to meet contract specifications, or who camnot obtain
contracts in their vicinities, are going out of business.

6. Canadian developments in egg production and integration have been less compli-
cated than, but along the same general lines as, those in the United States., Total
production of eggs in Canada has increased about 20 per cent in the last five years
due mainly to improvements in breeding and feeding which have been facilitated by
contract arrangements, But the egg situation in Canada differs in one important
respect from that in the United States. The Canadian Government, under the
Agricultural Stabilization fct of 1958, is committed to support producers!

returns from eggs. It has been fulfilling this commitment by offering to buy eggs
at a stipulated price (at present Ll cents per dozen for Grade A basis lontreal.)
This has led to substantial purchases of eggs by the Agriculbtural stabilization
Board and, in turn, has led to a prospective change in the government's egg

support program., The Minister of Agriculture has requested the Board to develop a
new plan for stabilization of egg producers! returns through a system of deficiency
payments. Under such a plan, the Board would pay individual producers sums suffi-
clent to make up differences in the prices they actually receive in the market and
the government price support level. This would permit limiting payments to parti-
cular quantities, or quotas, and, as the Minister explained, would make it possible
to "withhold payment from commercial organizations operating under the so-called
tvertical integrationt' plan ...". ~ This proposal has aroused considerable opposi-
tion in Canadian agricultural circles. But it seems clear that the Canadian
Government is determined not to become involved in an unlimited egg~buying program.

Hogs

7. 1In the case of hogs, recent developments in Canada have been,, perhaps, more
significant than those in the United States. 0f the former, the most interesting
concerns the decision of the Canadian Covernment to consider seriously a change in
its hog support program from the present one of government pork purchases to
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support hog prices to a system of deficiency payments. As in the case of eggs,
the Minister of Agriculture has announced that the change was being considered in
order to make it possible to exclude "large-scale integrated operations" from the
support program. As a direct result of this announcement, three of Canada's
largest feed manufacturers have decided to curtail their contract operations with
hog producers in Ontario. The Ontario Hog Producers Association (a co-operative
that has opposed the integration activities of feed manufacturers), while applaud~
ing this curtailment of commercial contracting, has announced that it is opposed
to the proposed deficiency program on the ground that it would "cut off Canadian
hog exports to the United States", This latter view is based on the assumption
that the United States Government would apply countervailing duties on imports of
Canadian hogs in the event the government adopted deficiency payments.

8. In the United States, developments in hog integration have continued along the
lines outlined in the Ensenada paper: (a) supervision under contract by packers
and feed manufacturers of the operations of a large number of individual farmer
owned units; (b) increased activity by supply and marketing co-operatives in the
fields of hog production and marketing; and (c) the establishment by owner-
integrators of very large production units. It will be of interest to consider
the areas of the United States in which these several activities are taking place.

9. Supervision under contract is occurring almost entirely in the main Corn-Hog
Belt. It is in'this area, and especially Iowa and Illinois, in which the tradi-
tional independent corn producer/hog raiser predominates. It is, therefore, in
this area in which packers and feed mamufacturers can most readily find experienced
and capable hog producers who are prepared to enter into contracts with them.

10, The principal co-operative developments affecting hog production and marketing
(and, even, processing) have occurred chiefly in the Southern States, which have
been traditionally deficit pork producers, and in the main hog producing States in
the Corn Belt. Probably the most interesting example of the former is to be found
in the State of Iississippd where the Mississippi Federation of Co-operatives is
actively heading a program designed greatly to expand hog production in that State.
In the Corn RBelt the most important activities in '"hog integration" are being
carried out by the Consumers Cooperative Association of Kansas City - a large
regional farm supply co-operative. The Consumers Cooperative Association has long
been a mamufacturer of feed for hogs and other livestock., It is establishing
swine-testing stations at two locations in Iowa with a view, mainly, to encouraging
farmers to turn to the production of meat-type animals which United States consumers
are increasingly demanding., 1ost recently Consumers Cooperative Association has
purchased, for $850,000, a meat packing plant with a capacity to handle 10,000 hogs
weekly, in Denison, Jowa. These operations of Consumers Cooperative Association
probably provide the best example in the United States of an attempt by a co-~
operative to meet the challenge of integration by commercial firms.

11, The large-scale owner-integrator operations (one of which aspires to an annual
turnover of 100,000 hogs) are to be found mainly in the Southern States including,
for this purpose, the State of Missouri. These operations have been started main-
ly by individual businessmen with a view to 'making substantial profits by producing
and selling hogs in predominantly deficit hog producing areas. It remains to be
seen whether these profits will be realized in the approaching period of large hog
marketings and lower prices to producers.
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Beef Cattle and filk Cows

12, There is 1little new to report on integration developments affecting beef cattle
and milk cows. The nunber of commercial feed lots for beef cattle continues to
increase, especially in the “estern States of the United States. A substantial
part of the cattle fed in these lots are handled on the basis o contracts between
herd owmners and the feed lots with the former retaining title to the animals until
they are sold for slaughter. Another, and perhaps greater part, consists of con-
tracts made by packers and chein s tores with the feed lot operators. Some of the
lots are handled by co-operatives., An interssting new development has been the
establishment of feed lots by grain co-operatives: by the Pendleton Grain Growers
(Oregon) as a means of disposing of surplus barley and by grain sorghum growers in
the Texas Panhandle.

13+ The practice of pool-milking of dairy cows continues to attract attention -
especially outside of the principal commercial dairy areas of the United States.
Under this form of integration the owner of a dairy herd contracts with a central
milking-pool to handle his herd on a fee basis with the owner paying for his pro-
portionate share of feed, medicine, etc. The main advantage of this system to the
owner of a dairy herd - aside from relieving him of the onerous task of milking -
is to make it possible for him to sell his milk in the Grade A (fluid milk) market.
An enterprise known as Fashion Farms in the State of Jowa has been much publicized
during the last year or two as an example of an efficient pool-milking operation,
But while this operation started only about two years ago on the basis of handling
herds of nearby farmers, it now appears that a considerable proportion of the herds
handled are owned by businessmen in Zastern United States who have been attracted
by the apparent profit making possibilities.
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1., Since World War II there have been numerous developments, throughout the world,
in the direction of expansion of the sizes of individual agricultural producing or
marketing units (horizontal integration) and toward the bringing together under
individual managements, especially throueh contractual arrangements, of production,
processing, and marketing functions in the field of agriculture (vertical imtegra-
tion). The most striking of these latter developrents have occurred in the United
States and Canada and have been popularly referred to in those countries as "verti-
cal integration and contract farming". These, which have taken place largely in
the fields of animel and poultry husbandry, have been motivated chiefly by three
considerations: (&) the desire to dispose of abundant supplies of manufactured
feed; (b) the need to have large production units in order to take advantage of
recent technological developments in the breeding, feeding, and care of livestock
and poultry; and (c) the need tc respond effectively to the increasing demands,

on the parts of retailers of food and of consumers, for higher and more uniform
quality products.

2. For the Sixth Leeting of North American members of IFAP, held in Ensenada,
Mexico, in !larch of this year, a discussion paper entitled "Integration of Agricul-
ture in Norih Amsrica® was prepared. This paper contained, in the last section,

a somewhat detailed account of developments, on a conmodity basis through the year
1958 in Morth America, in the field of vertical integration. 1In a supplement to
the Ensenada paper an attempt was made to summarize the principal integration
developments, up to the beginning of 1959, in the three countries concerned - the
United States, Canada, and liexico - and to present certain conclusions as to their
significance. The surmary brought out: (a) that the most important new "vertical
integration" developments have applied to the livestock and poultry industries of
the United States and Canada; and (b) that, while much of the impetus for establish-
ing "contractual arrangements" has come from private business concerns - especially
feed manufacturers and chain grocery stores - farmers'! co-operative marketing assoc-
iations had played important parts in these developments. The conclusions.contain-
ed in this supplement were as follows:

"1, The trend toward larger, more highly intesrated, and more efficient
operations in the production and marketing of North American agricul-
tural products will continue.
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"2. In respect to the major (basic) crops the major trend will be
toward an expan51on in the sizes of the production unit - the
individual fdrm. -~ 4n’ increasing p?oportlon of these large farm - -
units will probably be run on a corporate, rather than family
farm, . basis, . :

"y, In respect to livestock and poultry, the trend toward an expan-
sion in the number of animal units handled in a single operation
also will contime, Probably, however, a larger proportion of
such operations - in contrast to crop production - will be managed
by individual farm families under some kind of contractual arrange-
ment.

"}, These 'integration! developments pose a serious threat to the
'small' producer who lacks the land and equipment necessary to
take advantasge of modern technology - unless some system, or
systems, of ecuitable 'contracting' can be developed.

w5, Co-operative organizations can play an increasingly important
réle in all these developments if, through increased size and
improved management, they put thewmselves in a position to do so.

"6, But the main threat - to all producers - posed by integration 1s
that of over—productlon. The new techniques for increasing -
yields of crops per acre and of meat per animal are being applied
not .only in the established commercizl areas but also - and to an
increasing extent - in new areas., (Perhaps the best example of
the latter is found in the expansion of animal and poultry husbandry
in the Southern United 3tates.)

"7, Particularly difficult surplus problems are likely to arise (some
have already arisen) where government price supports are set at
levels which may prove very attractive to the efficient and
energetic, integrator.

"8. “Jhat seems obviously recuired is effective co-operation between
the producers and the govermments concerned - on both a national
and an international basis - to keep production within hailing
distance of the effective demand., ¥ithout such co-operation the
tsurplus problem', in a still more aggravated form, is likely to
extend, indefinitely, into the future.v

3. Developments in 1959 have tended to confirm the validity of the conclusions just
cited.  There have been, however, a number of interesting further developments re-
lating to vertical integration, in the United States and Canada, during the present
year which should be noted here in order to bring ths picture ur to date, These
further developments are described, in the following paragraphs, on a commodity
bagis,

Poultry and FEggs

Li. Broilers continue to provide the outstanding example of "contract faming" in
the United States and Canada. Tt is estimated that, at the present time, 95 per
cent of the broilers produced in the United States and over 80 per cent in some
parts of Canada are raised on some kind of a contract basis, There has also
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been, in both countries, a rapid expansion, during the last year or two, in the pro-
duction of turkey broilers under contract. But, unlike the early contracts which
often offered the producer a guaranteed price or a guaxanteed income, present day
contracts are emphasizing the payment of premiums, over and above the going market
price, as a reward for efficiency in the conversion of feed into meat.

5. The more significant developments in the poulitry industry, however, have applied
to eggs,. In the United States three more or less distinct systems of "vertical
integration® have developed: (1) contract marketing and quality control programs
under which the contractor, either a farmer co-operative or a private corporation,
pays premiums to producers who agree tc follow certain production and handling
practices which tend to enhance quality; (2) contract production, in which private
companies make agreements with individual farmers for the letter to produce eggs
from hens ovmed by the companies; and (3) large owner-integrator operations which
handle upward of 100,000 hens. In all of these operations emphasis is placed on
securing the highest possible cuality product and, through the replacement of layers
from time to time, a smoothing out of seasonal fluctuations in egg production.
Under the contract operations, there is also a strong tendency toward awarding,
through premiums, the producers who are able to deliver, on a systematic basis,
large quantities of high quality eggs. All of these developments are tending
toward a marked increase in the sizes of laying flocks,. (Few contractors will
deal with producers having less than 500 hens and many of them insist on flocks of
more than 2,000.) But these developments are also leading to a marked increase in
the total production of eggs in the United States and to marked decrease in prices
received by producers. Cdnsequently, many former relatively small egg producers
who are unable, or unwilling, to meet contract specifications, or who camnot obtain
contracts in their vicinities, are going out of business.

6. Canadian developments in egg production and integration have been less compli-
cated than, but along the same general lines as, those in the United States., Total
production of eggs in Canada has increased about 20 per cent in the last five years
due mainly to improvements in breeding and feeding which have been facilitated by
contract arrangements, But the egg situation in Canada differs in one important
respect from that in the United States. The Canadian Government, under the
Agricultural Stabilization Act of 1958, is committed to support producers!

returns from eggs. It has been fulfilling this commitment by offering to buy eggs
at a stipulated price (at present Lh cents per dozen for Grade A basis liontreal,)
This has led to substantial purchases of eggs by the Lgricultural stabilization
Roard and, in turn, has led to a prosvective change in the government's esg

support program., The Minister of Agriculture has requested the Board to develop a
new plan for stabilization of egg producers! returns through a system of deficiency
paynents, Under such a plan, the Poard would vay individual producers sums suffi-
cient to make up differences in the prices they actually receive in the market and
the government price support level, This would permit limiting payments to parti-
cular quantities, or quotas, and, as the Minister explained, would make it possible
to ™withhold payment from commercial organizations operating under the so-called
tvertical integration! plan ...". This proposal has aroused considerable opposi-
tion in Canadian agricultural circles. But it seems clear that the Canadian
Government is determined not to become involved in an wnlimited egg-buying program.

Hogs

7+ 1In the case of hogs, recent developments in Canada have been, perhaps, more
significant than those in the United States. 0f the former, the most interestigg
concerns the decision of the Canadian Government to consider seriously a change in
its hog support program from the present one of government pork purchases to
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support hog priceu to a system of deficiency payments. As in the case of eggs,
the Minister of Agriculture has announced that the change was being considered in
order to meke it possible to exclude "large-scale integrated operatlons" from the
_support prograr, As a direct result of this announcement, three of Canada's
largest feed manufacturers have decided to curtail their contract operations with
hog producers in Ontario. The Ontario Hog Producers Association (a2 co-operative.
that has opposed the integration activities of feed manufacturers), while applaud-
ing this curtailment of commercial -ontracting, has announced that it is opposed
to the proposed deficiency program on the ground that it would "cut off Canadian
hog exports to the United Statesth, This latter view is based on the assumption
that the United States Government would arply countervailing duties on imports of
Canadian hogs in the event the government adovnted deficiency payments,

8. 1In the United S5tates, developments in hog integration have continued along the
lines outlined in the Znsenada paper: (a) supervision under contract by packers
and feed manufacturers of the operations ¢f a large nmumber of individual farmer
ovned units; (b) increased activity by supply and marketing co-operatives in the
fields of hog production and marketing; and (c) the establishment by owner-
integrators of very large production units, It will be of interest to consider
the areas of the imited States in which these several activities are taking place.

9+ Supervision under ceontract is occurring almost entirely in the main Corn-Hog
Belt. It is in this area, and esp861a11y Towa and Illinois, in which the tradi-
tional independent corn producer/hog raiser predominates. It is, therefore, in
this area in which packers and feed mamufacturers can most readily find experienced
and capable hog producers who are prepared to enter into contracts with them.

104 The principal co-operative developments affecting hog production and marketing
(and, even, processing) have occurred chiefly in the Southern States, which have
been traditionally deficit pork producers, and in the main hog producing States in
the Corn Relt. Probably the most interesting example of the former is to be found
in the State of Uississippi where the lississippl Federation of Co~operatives is
actively heading a progranm designed greatly to expand hog production in that State.
In the Corn Relt the most iImportant activities in "hog integration are being
carried out by the Consumers Cooperstive Association of Kansas City - a large
regional farm supply co-operative, The Consumers Cnoverative Association has long
been a mamufacturer of feed for “ogs and other livestock. It is establishing
swine-testing stations at two locations in Iowa with a view, mainly, to encouraging
farmers to turn to the production of meat-type animals which United .States consumers
are increasingly demanding, "ost recently Consuriers Cooperative Association has
purchased, for $850,000, a meat packing plant with a capacity to handle 10,000 hogs
weekly, in Denison, Iowa. These oneratlong of Consumers Cooperative Association
probably provide the best example in the Tnited States of an attempt by a co-
operative to meet the challenge of integration by commercial firms.

11, The large-scale omner-integrator operations (one. of which aspires to an annual
turnover of 100,000 hogs) are to be found meinly in the Southern States including,
for this purpose, the State of Wissouri. These operations have been started main-
1y by individual businessmen with a view to making substantial profits by producing
and selling hogs in predominantly deficit hog producing areas. Tt remains to be
seen whether these profits will be realized in the approaching period of large hog
marketings and lower prices to producers,
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Beef Cattle and rill Cows

12, There is Iittle new to report on integration developments affecting beef cattle
and milk cows., The nuiber ¢f camercial feed lots for beef cattle continues to
increase, especially in the Testern States of the inited States, 4 substantial
part of the cattle fed in these lots are handled on the basis o7 contracts between
herd owners and the feed lots with the Tormer retaining title to the animals until
they are sold for slaughter.  Another, and perhaps greater part, consists of con-
tracts made by packers and cheain s tores with the feed lot operators. Some of the
lots are handled bv co-opsratives. An interesting new development has been the
aestablishment of feed lots by grain co-cperatives: by the Pendleton Grain Growers
(Oregon) as a means of disposing of surplus barley and by grain sorghum growers in
the Texas Panhandle.

13. The practice of pool-milking of dairy cows continues to attract attention -
especially outside of the principal commercisl dairy areas of the United States.
Under this form of integration the owner of a dairy herd contracts with a central
milking~pool to handle his herd on & fee vasis with the owner paying for his pro-
portionate share of feed, medicine, etc. The main advantage of this systen to the
ovmer of a dairy herd - aside from relieving him of the onerous task of milking -
is to make it possible for him to sell his milk in the Grade A (fluid milk) market.
An enterprise known as Fashion Farms in the State of Iowa has been much publicized
during the last year or two as an example of an efficient pool-milking operation.
Rut while this operation” started only about two years ago on the basis of handling
herds of nearby farmers, it now appears that a considerable proportion of the herds
handled are owned by businessmen in Zastern United States who have been attracted
v the apparent nrofit making possibilities.
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ADJUSTMENT OF SUPPLY TC DEMAND

(Prepared by the Secrctariat)

(Reference: Ttem 3 of the Draft Agenda of the Sﬁanding Committee
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1. By speaking of the contribution to be made by agricultural co-operatives, the
title of this section makes it clear that theirs is not the only, or even the

- major, responsibility for securing a satisfactory adjusiment of the supply of farm
products to the demand, This fact deserves to be emphasized at the start, In
the textbook economy, with large numbers of independent and individually unimportant
farmers, this adjustment was thought to depend ultimately on the response of the
farmers themselves to their economic environment, In the naterially advanced
countries, the success of farmers in adjusting their output upwards has been strik-
ing; their ability to reduce certain items of their production for which demand
has declined has been generally disappointing. In the developing countries, a
rapid increase in the production of almost all food is required, but while perfor-
mance has been variable it can be noted that, in general, rates of increase have
been lower than those achieved by the agriculture of the more advanced countries.

2. There are many reascons, well known to all students of agricultural economics,
to account for this situation. They need not be recalled here. But one conclus-
ion can be drawn that seems beyond cuestion: din present-day conditions it is not
within the power of farmers, by their own unaided efforts, to create and maintain

a  satisfactory balance between supply and demand. TLet us leave aside such special -
though highly important - cases as hogs, where the perlectly normal response of the
producer to ecconomic factors leads to a cyclical movement in which eocuilibrium is
only attained to be immediately disturbed again. . Iet us also leave aside the
tendency of farmers, in many circumstances, to expand their output in response to
falling prices, rather than reducing it. The basic fact is that in virtually
every country todayv government decisions of all kinds have a major influence on
the direction taken by agriculture, as also by other economic activities.  This
increasing intervention by governments is itself due in a large degree to the
failure of the mechanism of supply and demand to ensure a satisfactory balance -
sometimes, of course, not because of inherent defects in the mechanism but because
powerful interests interfered with it,

3. In these circumstances it is hard to lay the main responsibility on the pro-
ducer, He no longer works for a local merket whose needs he can forecast with
accuracy. He is faced with many conditions which are artificial in the sense
that they do not result from the unimpeded interplay of supply and demand, These
conditions can change abruptly in & way that the individuzl farmer cannot be ex-
pected to foresee. Government measurss are often taken, and have to be taken,
without any certainty of the way in which farmers will react to them.

[oa
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L. This does not mean, however, that farmers can remainipassive before the problem
of modifying supply in accordance with demand. It is, after all, %heir decigions
that directly determine (subject to natural hazards) the volume and. composition of
agricultural production., Theyv are closest to the technical and economic problems
of switching production, . If it is unreasomable to require farmers to solve the
supply-demand riddle by themselves, it is equally unreasonable for them to call on
governments to do so, without first making a serious attempt to understand the main
features of the situation existing today and to see what action the agricultural
commnity itself can take towards improving it. It is, in fact, only through the
active collaboration of farmers and their organizations with government and research
workers, particularly market forecasters, that an improvement can be achieved.
Farmer organizations clearly have a particular responsibility, more especially per-
haps the farmer co-operatives whose activity gives them an insight not only into
the individual farmer's problems and lines of thought but also into the wider econ~
omic issues, national and international,

3

5. TFirst of all, a distinction must be made between long-term and short-term
adjustment, the problems involved being very different. ILong-term adjustment can
be seen as the complete solution of' the problem by a modification of the volume,
quality, and composition of supply in accordance with demand. (Clearly it is never
achieved once and for all but is a continuing process. Short-term adjustment
covers the many ways of making the best of a given situation, in which the produc-
tion process is finished and the resulting quantities have to be disposed of in one
way or another. A considerable part of the functions of an agricultural marketing
co—operative usually consist precisely of thise. It is a much more limited field
than the adjustment of production at source, but one in which farmer co-operatives
have greater possibilities for independent and effective action. These are dis-
cussed in the following paragraphs.

6. Only a well-integrated co-operative structure can respond fully to the require-
ments of each situation. The réle of a purely local co-operative, acting in isola-
tion, cannot but be extremely limited. For the sake of illustration, then, it is
best to assume a co-operative at national level with powers to direct the marketing
of supplies produced by farmer members and handled by the regional and local co-
operatives throughout the country, In such a situation there are three main
measures that can be taken to adjust supply to demand (assuming that total supply
exceeds the demand). The first is a redistribution of supplies territorially in
conformity with demand. It is clear that such redistribution will always tend to
take place, with or without co-operatives. An integrated co-operative system,
however, with information on supply and demand constantly flowing in to a central
point from all parts of the country, can ensure that the necessary transfers are
made as rapidly and as economically as possible, eliminating speculation and bene-
fitting its members,

7. The second method is a redistribution of supplies in time, through storage.

The extent to which this is possible varies considerably from ane commodity to
another, as also the kind of storage required and the wastage. Cereals, for
instance, can be stored for a long period without refrigeration and with a low rate
of loss. Butter can be stored for fairly long periods but only with refrigeration,
and deterioration in quality is noticeable., Soft fruits can only be stored in
deep-frozen forme. Considerable costs are involved in all cases, Effective
action in this field is beyond the capacity of all but really large enterprises,
co~operative or other. A well-equipped central co-operative, by taking supplies
off the rnarket at times of overabundance and selling when quantities coming for-
ward are insufficient, renders a service both to farmers and to the consumers and
introduces an element of stability into the market,

/oo
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8. The third measure could be iermed 2 redistribution by uses. L'any agricul-
tural products have several uses, 1ilk 1s used for direct human consumption, for
butter, for cheese, and several other items. Potatoes are mainly grovm for human
consumption but poorer cualities zo for animal feeding and starch making. Fruit
and vezetables can be eaten fresh or canned, or used for v.eir juice only. lere
again a central co-cperative, with up-to-cdate informeticn abouh supprly and demand
in the varicus markets, can help its affilizted co-operatives te disncse of avail-
able quantities in the nost advantageous way, whether or not the central co-
orverative itself engares in the variocus kinds of processing. :

9. £ co-operative structure with sufiicient control over marksting at all levels
can thus be well-ecuipped to put suprlies where they ere needed, when they are
nceded, and in the form they are needad. Vaniyt e visting farmesr co-operatives are
doing just such a job for their members, and doing it efficiently. ~ub in the
sitvation prevailing today, with world supplies of some staples far exceeding
effective demand, no amount of skilful handling can hide the existence of surpluses
or counteract their depressing effect on fthe markets. The efforts of the co-
operatives to match supply with demand by the methods just nentioned may thus have
little practical result il totcl cuantities produced continue to be in excess of
the solvent demand for therm, vresent or immediately loreseeable, Here the pro-
blems are much more stubborn and, as alrealdy stated, can only be solved through

the united efforts of farmers and their organizations, government and indirectly
all sectors of the economy.

10. So far the assumption has been that suppli exceeds demand.  This type of
situation develops occasionally in Zurope and Jerth America, There arc, of
course, branches of agricultursl production where increased oubput can be quickly
absorbed, but a major yreoccunation is to bring the suprly of surplus commodities
into line with demand. The picture is corpletely different in the develoying
countries, Perhaps the most serious rroble: facing rany of these countries is 1o
provide their people with a much more abundant and cheapar food supply. It is a
task that seems to be almost as difficult as the contrary one of reducing produc-
tion in the economically advanced countries, For co=~opsrators in particular, it
‘is distressing even to discuss curtailing vproduction enyvhere until much more
serious efforts have been made to bring the superflucus nlentyv of the well-fed
countries to the npopulations thet go permanently hungry. This caniot be stated
too often, for there is alwavs a dancer, in technically advanced countries, of
seeing problsme in too narrow a context, IFAP has repeatedly pressed governments
to btake action so that superabundance in one vart of the world may be used to
alleviate malnutrition elsevhere, If the ~resent Conference is censidering, in
part, ways of limiting production of certain farn commodities in some areas of the
world, it is to some extent becauce of the failure of sovernments to agree on con-
structive methods of using abundance internationally. The result is a situation
in which only the negative aspects of surpluses are aprarent and ways of curtailing
therm have necessarily to be examined,

1l. It was stated above thet the contribution of farmer co-operatives to a long-
term adjustment of supply to demand mst be related to governiment action towards
the same end. At a time when free market mechanisus are often modified by govern-
nent interventicns of variocus kinds, it seems that an urgent need is vo know more
exactly how farmers react to given incentives and disincentives. - Policies have
frequently come to grief because the response of farmers, anc others_connected
with the farming business, to a particular set of conditions has not been correctly
foreseen. Farmer co-—operatives should be able tc throw some light on these prob-
lems, thus aiding the agricultural policy makers in their difficult task.

- [ove
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12, TWorking in the other direction - back towards their members - the co-operatives
should see that farmers are provided with inforuation on the general economic situa-
tion and prospects and on market outlook for the conmodities they produce. In

sone countries official services do an excellent job of brinzing such material to
the farmer's notice but elscwhere co-operatives could - and often do ~ help their
merbers to obtain a reliable factual basls for their najor decisions affecting the
farm enterprise.

13, [Farmer co-operatives can do more thon this, however, and their effectiveness
in the wider tasxs springs from the na’urc of the relationships built up within the
menborship and from the ceonfidence enjoyved by the elected leaders. They can exer-
cise leadership in getting their rembers o thinlk cbjectively about the big econ-
omic issues Tacing agriculture, in particular the adjustment of supply to demand,
They can, as a practical step, make o point of avoiding policies that may aggravate
over-production of certain cormoditiez, even though such policies mar sometimes
seem attractive in the short run., Host co~operatives already try to encourage
cuality production by paying preniuvms to their members for the higher grades, or
penalizing the low ones. Then a comnodity is in chronic over-supply such regula-
tions can be tightened up, for in many cases it is only the poorer cualities that
are in excess of demand. The effectiveness of these measures, at nabtional and
international level, depends of course on the proportion of total production
accounted for by the meubers of co-operativas. "here farmer co-operatives have
only a modest share of production thelr efforts cannot make any substantizl differ-~
ence if other rroducers follow conflicting nolicies, and the result may merely be
to 1ncrease the difficulties of the co-operatives,.

1y, Even where co-operatives 2re in a position to influence a large proportion of
total nroducticn, some ressrves must be exprsssed concerning the ways in which they

should exert this influenca,. n advocating production policies to avoid excess

supplies, co-oneratives must take care not to lay thewselves open to the charge of
Pr 3 i & I ) >

political mpartisanship. Tt is 21so clear thel once they stert ur-ing their

menibers to take certain management decigions, rather than morely giving them
neutral inforuation on which te base their cwn Jjudgment, co-operatives assume a
morzl responsibility which mayv later be translated into a kind of co-management,
Some of the implicaticns are discussed in Document AC 3/59, Section A The choice
is an important one and should be nmade conscicusly, not impesed by an automatic
trend whose significance ig overlooked until teoo late. These are matters for the
discretion of co-opsrative leaders; thev should be able to aveid the pitfalls and
find appropriate methods to enable formers to do the ulmost in thelr power toward
balancing supply with demand.

15. Turning now %o the situation of the develoning countries, where large increases
in food production are urgently needed, 1t seenms that the scope for co-operative
action is a :;oo0d deal wider. Tt ic aliays congenial for a farmer organization to
urge greaber rather than less production. . To ask farmers to produce less, or to
shift their production, is often regerded by them as the same thing as asking them
to accept a2 smaller income, or to take unk-ovn risks. Ilany of the small farmers

in the developing countries are in such poverty that they have almost nothing to
lose; indeed, their only prospect of improved living standerds lies in increasing
vheir output, and as this corresvonds with the most pressing need of their coun-
tries, governments =2nd co-oreratives alike can work wholeheartedly to this end,

16. This beingz so, why has not greater progress been achieved? The answer no
doubt is tc be found cuite simnly in the formidable obstacles that stand in the
way of this concerted drive. One is illiteracy, shutting off access to written
gources of information on the sciences and techniques involved in agricultural

[ove
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production and marketinge.  Another is the force of tradition, whose hold necess-
arily remeins stronz wherever illiteracy is widespread., Under-nourishment brings
not only disease but, mcre generally, debility and a reduced capacity for physical
exertion, Powverful interests flourish by maintaining the farmers in a state of
poverty and subjection, and defend their positions stubbornly. The réle of co-
operatives in developing the cconomies of these countries is discussed in Section B.
Here it remains to add a word about the specific aspect of this development with
which the nresent paper is concerned.

17. The co-operative movements in the newly developing countries are largely a
creation of covernments. This is not to belittle the efforts of enlightened indi-
viduals whe have sometimes managed to build up admirable co-operatives in the areas
vhere they sre influential; but the bulk of the co-operatives have a imore or less
official cheracter. The reasons for this do not need to ba enumerated, is a
consequence of their official origin, co-operatives are in nany cases regarded as
an agency of zsevermment and ere used as such - primarily in an stteupt, direct or
indirect, to increase off-farm productlon, In this case there 1s no specifically
co-operative conbribution to the adjustment of supply to demand, but at most the
execution by co-operatives of certain features of govermment policy. This rela-
tionship will undoubtedly delay the development of truly independent and self-
governing co-operatives; on the other hand, the problems to be solved are of such
magnitude that no rapid progress can be expected unless all available Zorces are
thrown into the struggle under a central direction that can only come from the
government.
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ELEVENTH GENERAI. CONFERENCE .

NEW DEI.HI , INDin

ICA/IFAP JOINT STATELEJT ON’PRONDTION
OF CO~OPERATIVES IN THE DEVLIOPING COUNTRIES

‘As a result of recent correspondence and discussion between some representatives of
the International Cooperative Alliance and thr: International Federation of Agricultural
Producers concerning possibilities for extending the field of existing collaboration
between the two organizations, the following statement on the promotion of co-operatives
in the developing countries has becn drafted jointly and will be considered in the
near future by the respective Exccutive Committees of ICA and IFAP, The statement is
submitted to the Standing Committec on Agricultural Co-operation for any comments that
could be of guidance to the Executive Committec in examining methods of achieving closer
relationships with ICA, particularly in the field of co-operation in the developing
countries,

International Co~operative Alliance
International Federantion of Agricultural Producers

Joint Statement on the promotion of co-operatives
in the developine countries

The International Co-cperative Alliance (ICA) and the International Federation of
Agricultural Producers (IFAP) are convinced that co-operative methods can contribute
to the achievement of greater economic efficiency and a consequently higher standard
of living for the predominantly mural populations of the developing countries, and
thus help to promote harmonious cconomic and political relations internationaldy.
They therefore consider it essential to work towards the creation of conditions in
which the peoples of these countries understand co-operative ideas and methods and
take responsibility for applying them to economic and social needs,

At recent congresses and gencral meectings the two organizations have been guided
by‘similar'objectives in examining the possibllity of providing educational and kindred
forms of technical assistance for the encouragement of co-operation in the developing
countries, Both orvanlzatlons enjoy thengy A consultative status with the United
Nations and its specialized agencies, They have demonstrated their willingness %o
contribute wherever possible, by drawing on the cxperience of their member organiza=
tions, to the achievement of the aims of UN technical assistance in co-operation,

. Whenever desirable in order to avoid duplication and to achieve greater effecti ve-
ness, ICA and IFAP agree to coordinate their activities in the field of agricultural
co-operation in the developing countrics, As a first step the twe organizations
‘request their rcsporisible organs: _ P

1, To discuss planned activities in their preparatory phase at both secretariat
and organization level, and to kecp each other rcgularly informed of progress and
results obtaineds;

2, To assist. cach other in carrying out their respectivé programs;

/oo‘
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o 3. .To. nwke Joint rcpre%entatlons to the United Nations and those of 1ts spec1a~:;
fized agencios (Cop@Clally FAO and IID) concerned w1th fosterlng co—dperatmon dn
developlng countrles-'A/ ‘ ,

Le To orﬁanlze joint seminars and study courses én ‘comoperation for coeperators.
from.the developlna countxlcs- .

5. To call attention golntly to those fupdamentcl oonditloms for co»operatLve
development which must be assured by national governments, such as legislaﬁlon guas. .
ranteeing the rlpht of free asuoclatlon 1n co—oneratLvVo. :
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ELEVENTH GENERAL CONFERENCE H]Lﬁ

i‘NEW DELHI , INDtA

7

CONFERENCE REPORT

The report of the Conference ig in five parts:
Introduction

Part 1

Towards an international food and farm policy

Part I1 - For a faster expansion of agricultural produc-
tion and income in developing countries

Part I1I

Some specific problems of agriculture in the
economically developed countries:

(a) European groups
(b) producers' role in adjusting production
(c) vertical integration
Part 1V - Commodity duestiong
In eddition to this report by the Conference, the Secreteriat
will prepare a brief record of the procesdings of the Policy Committee

for inclugion in the printed account of the New Delhi Conference.
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INTRODUCTLICON

1. Three factors determined the trend of policy discussions at the New Delhi
General Conference. These were: the current gituation of world agriculture;
the current trend of goverrment policies in the various international bodies
dealing directly or indirectly with agricultural matters; and the fact that for
the first time an IFAP CGeneral Conference was being held in Asia,

2. For some months, the general world economic situation had been steadily
improving; industrial and trade activity was in an ascending phase; most industrial
countries had improved their beslance of paysents and had been able in considerable
measure to relax exchange restrictions, The U.8., however, was preoccupied with
the gige of its growing deficit on current account, a deficit due in part to
generous programs of financial and cconomic assisbance to other countries. The
feeling was shared by many delegations at the conference that there should be

a broader sharing of the financial burden cof such programs.

3 World agricultural production continusd at high levels, but part of it,
especially in the grain sector, did neol find i%ts wary into consumption channels
and contributed to an increase in surplus stocks. In the U.S. some coarse grains
had been added to the list of preducts accur:lating under support programs. On
the other hand the situation feor dalry products had abruptly changed, due mainly
to a serious drought in Europe, from one of surplus to one of shortage. The
disappearance of the stocks which supplied the international supplementary
nutritional progrems and those linked with development of local dairy industries
was a cause of widespread anxiety. The latter development brought about a
better appreciation of the instability of such schemes -~ when they were entirely
based upon short-term surplus disposal opcrations - and consequent need for
longer term planning.

4, Returns on labour and investment in agriculture were still far below those
of people engaged '.n other occupations, a situation particularly critical in
developing countries., It remaincd obvious that the terms of trade of agriculture
were still most unfavourable snd thot the causes of tho o situation, alreudy
discussed in the renort of the Purdue Conference, were still present. In
particular the rigidity of non-agricultural prices during a recession was one

of the most significant fectureg of the last few years and confirmed that the
farmer would not easily escape the Yprice squeeze". Furthermore no real
progress was achieved enywhere in the dircction of a reduction of the marketing
and transport margins. These were absorbing, year after year, a larger pro-
portion of the consumer's expenditure on food.

5. - Intergovernmentel policies of assistaznce to developing countries were
beginning té6 take a more promising turn. £dditional resources had been made
available for the World Bank and Internationel Monetary Fund and an International
Development Association was being cstablished. The U.N. Special Fund for
Economic Development had started its operations. In the U.N, Economic and
Social Council special consideration had been given to commodity problems and,
inter alia, to the detrimental effccts of price fluctuatlions on primary producing
countries. Although the outcome of the debate had been disappointing it had
been recognized that these problems had to be tackled more energetically.

6. In the GAIT the special difficulties arising out of the repsrcussions.

of national agricultural policics on world trade were under active discussion as
well as the meaus of assuring to developing countriecs an expansion of profitable
outlets for their exports of primery products. At the FAO Conference a set of
principles of agricultural price and suppcrt policics prepared by a group of
experts had been referred to the OP for coensideration in order to ensure their
general acceptance. This matier should continue to rcceive the closest attention
of all IFAP members.

7. In FAO, whose Tenth Gonference had just been held, a new impulse had been
given to the orgmization's technicol zctivitics »nd an increased budget had been
approved., Development was also notable in the number and scope of inter-
governmental consultations on specific commoditics., The CCP had been instructed
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to consider the broader aspects of commodity policies., The Principles and
Guiding Lines for Surplus Disposal had been re-endorsed. A greater interest in
the Washington Consultative Sub-Committee on Surplus Disposal (CSD) had been
evidenced but governments had so far not supported IFAP's proposals for a clearer
division of functions between a strengthened CSD responsible .for short-term trade
problems and the CCP and its subsidiary bodies responsible for the long~term
problems: The unanimous approval of the Freedom-from-Hunger Campaign to be
conducted through FAO during the next five years, as well as the support given
to the Mediterranean Development fIOJtCt were proof, however, that means could
still be found to revive interest in co-ordinated actions on a scale conslstent

- with the magnitude of the tasks ahead.

8.  The International Wheat and Sugar Agreements had been re-negotiated and
ratified by a larger number of countries and were inducing & degree of stability
on the markets of two of the main agricultural products entering world trade. An
agreement had also been concluded on coffee, and the International Olive Oil
Agreement had been finally ratified by participating countries, -

9. There were therefore signs that govermnments and international organizations
were beginning to tske a s mcwndt more practical approach to tbe world'ﬁ major
food and farm problems.

10. That this was happenlng was confimmed by the increasing number of those in
positions of responsiblility who advocated & fresh and bolder attack on the prob-
lems of balanced development, lem%TllJ s a ctimulus to fagter economic growth
in the developing areas, but also in the interests of more economically advanced
countries.

11, This set of circumstances abttractcd the attention. of the Conference all.

the more as, meeting in Asia for the first time, the problems of that region were
constantly brought to the delegetes' attention. In this respect the Conference
welcomed the many enlightening statements from zeveral prominent statesmen and.
leaders of the farm and co-operative movement in India. Meny of the intricate
problems of agricultural expansion were.pvlaced inbotter perspective than ever before
and the  consultations between members from the West and the East were more
complete and more fruitful than at any previous conference. It was posgible in
partlcular to recognize that insufficicnt note had been taken so far of such.
issues as the need to evolve more bfflpitrf rieans of expanding the exports and
stablllzlng the prices of those commoditics which the developing countries were
in a pogition to offer for sale and which constitute practically their only
means of earning foreign currency, whilc improving the lot of producers in

these countries. ‘

12.  Although some mzjor problems of agr*Chlture in the economically devéloped
countries seemed no ncarer to a solution then in previous years it was felb
generally that some progress could be made if countries could be induced to
approach them as one aspect of the comoclllng nccessity of ensuring accelerated
economic growth and a greater sstisfaction of human needs throughout the world.

13.,. The impact of the development of regional groupings in Europe - European
Economic Community and Europesan Frec Trade hAssociation - and their relationship
with OBEC was reviewed. There was olso discussion of the difficulties raised by
the spread of contract farming, The scope for a larger degree of producers!
control in the adjustment of production to dcmund was also explored.
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PART I

TOWARDS AN INTERNATIONAL FOOD AND FAERM POLICY

Thie scction of the Report prescnts the casc for an
International Food and Farm Policy. Such a concept should
avpeal to and stir the imagination of the vast majority
of the citizens of the world. On the one hand, the more
advanced countrics are increasingly beset with the problem
of how to adjust food and fibre supplics to effective
demand. On the other hand, the majority of the world's
populstion is unable -at present to afford even a satisfa-
ctory minimun level of nourishment. The long-term aim
must be to bulld up the effective buying power of these
peoples. Accordingly, the Conference submits that this
can only be done if the nations of the world are prepared
to work out and operate together a leng-term food develop-
ment policy. Such a policy must, however, form part of a
wider program of world cconomic development, since other
sectione of nationsl cconomies moke o major contribution
to raising the effective purchasing power of the peoples
concerned.

14, For many yeors, the world has been unesuccessfully.trying to resolve the problem
of the surpluses of certain key agricultural products. These stocks have accumulated
because the effective demand for food and fibre has been less than the supply owing
largely  to the remarkable increase in farm productivity in the more developed
countries,

15. Against the background of poverty and underrdourishment of the majority of the
world's populetion, there are no reasl surpluscs, Howover, in relation to the actual
volume of international trade in agricultur-l products at the present time, these
undistributed stocks of food represent 2 very real problem to the govermments and
producers in the countriss concerned. Thus, wheat producers everywhere canncot
overlook the fact that at the end of the 1958/59 Northern Homisphere marketing
scason, exporting countries had carry-over stocks of wheat amounting to more than
twice the annual commercial requirements of the importing countries. Nor can
producers of coarse grains forget that corry-over stocks were at least four times
the average snnual volume of international trade in recent years. The existence of
such stocks inevitably creates uncertainty amongst producers when they should be
striving to improve their procuctivity and incomes.

16. In the more developed countricse as eleewhore, therce has been a tendency over
recent years for the digperity betwecn farm incomes and those in other sectors of the
comnunity to widen and this has furthor aggrsvated the situation. As technological
progress takes place and management practices improve, it becomes increasingly
difficult to market the additional output at prices which will provide adequate
remuneration for those engaged in agriculturs. Nor is it at all feasible to resolve
the problem rapidly by seeking to transfer manpower to othar occupations without
creating problems of structural adjustment.

17.  This situation in the morc developed countries exists side by side with the
need of vast areas of the world to raisc the living standards of their peoples.
Such improvement is, however, conditional upon o comprchensive development program,
requiring first, the necessary plonning oxpertise, sccondly, the capital and
thirdly, the human rosources. It is nctural that the developing countries should
look for help in the first two rcspects to the ecconomically advanced nations,

18, To an even greater degrec than in the past, the world is bscoming aware of
the need to assist in the development of the less~developed arcas, But the scale
of the effort will have to be expanded greatly and as part of a co-ordinated
long-term plan if the world's resources are to be used to achieve o general
increase in living standards.

/oen
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Need for an International Food Policy

“»  What has been chiefly lacking so far in intergovermmental efforts to resolve
12 commodity problem has been a genulne determination to achieve a long-tern
xpansion in demand. Where stocks of a certain product have accunulated in a
particular country, the problem of disposal has generally been treated on an
ad hoc and bilateral basis with the prospective recipient country. International
co~operation, with one or two exceptions, has been confined to congultation in the
hope that discussions about policies and programs would help to avoid harm to the
commercial interests of third countries. For wheat, sugar, coffee, and olive oil
there ore international commodity agreements which have brought about o measurc
of price stability for trade in these products. For other camoditics (e.g.cotton,
rice, cocoa, rubber, ctec.) there are commodity advisory groups which attempt
through consultations to secure more stable trading conditions by assisting
governnients to assess the market outlook. But with the oxception of the special
nutritional and development schemes focct4ng certain milk products, there have been
no international efferts consciously designed to raise the level of food and fibre
consunption. : '

1
1
e

20.  The agriculbural produoers of the world assembled at the New Delhi Conference
of the IFAP arc convinced that the time has come for the govermments of deweloped
ant developing countrice to work out and implement together a positive Interna=
tional Food and Farm Policy as part of a wider progran of assisting in the

progregs of the world's less-developed areas. BEconomically, socially, and politica-
11y, = program of this kind would appeal to the world's consumers and to primary
produce ru - who arc, incidentally, the majority of the world's consumers.

21. A new world food policy must be conceived as part of a general plan for the
expansion of the world cconomy. With increasing production and incomes, both the
volume and the pottern of food demand will improve, though not in proportion. The
rate of increase will , however, be greatsr in the economically less advanced
countries, :

22, In the more advanced countries, the extent to which they will be able to

help the deweloping countries will be directly related to the rate of increasc in
their gross national proqucth. Equally, the ability of the under-developed countries
to buy more food, as and when required, on a commer01il basis will be related to
their rate of economic expansion. The more rapid the growth of the national product,
the less painful will it be politically in the more advanced countries to secure

the necessary resources, and ‘the danger of inflation should thus be substantlally
lower,

23. The Conference is convinced that it is nc longer possible to treat the

~ problem of agricultural surpluscs in the narrow context .of disposal operations.
It is not good cnough to supply millions of ill-fed people with surpluses on
Tonce-for-all" basis and then have them return to their previous state of under-
nourishment. This problem has becn encountered in the case of dried skim milk
powder, of which surpluses were mdde available to millions of people in India and
other countries. Programs to improve nutritional levels directly, or indirectly
through technological advancement, nmust be conceived on a permanent besis and
cven though surpluses mey be used in the initial phase of a development progran,
provigion must be made for continuity of supply, whether from the resources of the
reclplent country or from overseas producers.

R4, At the sa tlme, it must be recognized that agricultural producers in-the
nore advanced countrlcu can hardly be expected to play their role in providing a
continuous and expanding supply of food unlese international machinery on the
required scale to finance and distribute the food is costablished beforchand.

25, As .part of this. machine ery, the Confersznce recommends that food reserves. be
held in places wherd they can produce immediste results in remedying local food
scarcities and evening out excessive price fluctuations. Recipient countries
should be able to finance their drawings from these reserves by mutually agreed
financial errangements.

.

/...
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26, In order to securc for devcloping countrics the expanding outlets they need for
their exportable commoditics - which are their nain means of obtaining the resources
reeded to finance their imports, especiclly of food when réquired - all concelvable
means should be sought to promote and facilitate cven through the use of unorthodox
methods, a rapid growth of the oxchangu of primery products on & world basis. To
this offcet, attention should be paid to the following techniques: bilateral or
multilateral barter deals additional to normal trade which do not prejudice the
commercial intercsts of third countries; international schenes for the stockpiling
of temporarily unsaleable supplies; purchasce at spccial prices,

27. In the developing countries, great core will have to be teken to ensure that
products purchesed on concessionsl terms do not harm the interests of domestic
producers. In these countrics, by far the biggest proportion of the working popu~
lation is engaged in agrlcuTturu. Any Aisturbance te the market caused by such
sales could well result in depressing the price received by domsstic producers,
who represent a large scction of the community. This would not only reduce their
purchasing power but might well rasult in lowxrnﬁ outnut in fubure. By far the
largest part of any increase in the demand for food ungenderﬂd by development
programs will have to be sabisfied by domestic farmafu. Hence it is essential to
plan food policy in a way which will inprove their obility to increase their own
output. o

28, Only governments working together with - common objective can plan and supervise
the carrying cut of the International Food and Farm Policy. If they ere willing to
accept this responsibility, the gquestion will then arise as to whether it would be
neccssary to constitute a new international agency to formulate the policy. The.
Confersnce believes that this is quite unnecessery and that if governments are
willing to underteke the task, cxisting bodics may well Tind the work within their
current terns of reference. Subject to the agrecment of the FAO .governing bodies,

the FAO Secrctariat could undoubtedly uhde‘ta¢p the necessary staff work in the
formulation of the policy. ’ ' o

29, In order, howcvbr, to fw0111t¢uu the oxec tlve action, it may well be necessary
to cstablish npproprla,tc méachinery under tho auspices of the U.ll, to co=ordinate and
expand the provision of tcchnlcal fineneial, and Dconcmic aid, ‘including the supply
of food and agricultural roqulbltoL, from tho existing international agencies.

IFAP should tzke the earlicst opportunity to advocate the need for such machinery
before the Economic and q001u1 GounC1l of the U.N,

30, Eesentislly however it 1q not a quﬁstlon of . now machlnbry. Rather is it a
question of the willingnegs of govermacnts first to rﬁthlnP their policies along
the line indicated in this section of the Report and sccondly, to instruct their
representatives at FAO and other relevant intorgovermmental agencics to co-operate
to the full in the food development progran.,

31, But the work cannot be loft ontirely to internstional bodics. Recipient
countries should carefully consider their own development projects and endeavour to
assess to what extent, given the right econcmic climate, the conscquent rise in the
demand for food could be met from domestic gources. As far as possible, attempts
should be made to ensurc that supplics acquired on a non-commercial basis do not
interfere with the trade zither of th: domoegtic producer or of the producer in
competing countrieb In the economically advanced countries, cfforts should be made
to ensure that an increasing proportion of the gross natlonal product is made availa-
ble each year (subject to the limitstion of their balance of payments p051t10n) to
help the developing countrics,

32. The issues set out in this paper undoubtedly represent the key agricultural
problem in the world to-day. It is 2 problem which can be resolved only by the
adoption of an International Food and Farm Policy. This Policy must be conceived and
operated by the govormments of developed and developing countries with the full
support and co-operation of producers and their agencies. The basic principles
which should underlic this policy arc set out in Resolution No. 1 of this
Conference, All member organizations of IFAP -arc .requested to endorse and

commend these proposnlu to their dwvmrnmbnts.w



83

7 Document P 7/59
RESOLUTION NO. 2.

e

-
\

A

PRELDOM-FROM~TGER CAMPAIGN

~ The Conference having reccived with great inberest ond apprecintion an
address by FAO!'s Dircctor-General, Mr, B,R. Sen, on the Freedon-from-Hunger
Campaign, to be launched by his Organization in co-~operstion with other inter-
national governmental and non-governmental organizations during the years
1961-65 ' : '

Notlgg tbat the flrst and foremost aim of the Campaign was to stimulate
and co-ordinate on a national and international basis all efforts tending to
assure the necessary expansion of domestic production and not prlmarlly to cover
food needs in some ereas from excess production in othors

Recognizing that this aim should be clearly understood by all and national
and internstional efforis be oriented accordingly

Welcoming particularly the emphasis placed by the name chosen for the
Campaign on the fact that fighting hunger -nd malnutrition is the first duty of
govermments and eommunitics if the hopes of 2 global progress towards better
11v1ng standards for the wholc of mankind are to be fulfilled

B@ll@Vlgg that 1t is a?hroprlntb to nake renewed efforts to awaken the
world’ conscience to the cituation in which large sections of the population in
“several countries find themselves - namely to the fact that they are currently
living:on the brink of famine - and to crecte a current of opinion powerful
enough to carry governments along towards concerted action commensurate to
needs

Resolved

1. IFAP approves the dnitiative taken by the Director~General of FAO - endorsed
by the Tenth Session of the FAO Conference - and invites him to study the broader
concept of IFAP's policy in this respect as oublined at its Eleventh General
Conference in New Delhi. It will, ac well as its individual member organizations,
participate to the fullest possible cxtent, purticulurly through the Natilonal
Campaign Committeds to be set up, in thosc aspects of the Canpalgn which are
relevant to the Fuderation's aims and objectives as set out in its Constltutlon.

2. Such narticipation will include, intor alia, the folloWing:

+
1nformat1¢nnl and Odhc itional campeaigne through seninars, conferenoes,
publications, broadcastsscte,.

- consultations and co-oporation with govermmentel information and
extension sorvices on the technical aspocts of the compaign (fertili-
gation, irrigation, sced and breed seclection, credit,ete S in order to
assure foster progress of agricultural production

~ rencwed efforts by farmers! own organigzations to provide and/or
improve mqucting facilitices ou;oc1@lly in those areas where means of
communication are lP°’¢f7030nt or non-exigtent

~ international aseistance betwéen IFAP members in order Lo sccure the
cstablishment of more numerous and stronger ferm organizations in the
economically less developed countries, oartlcularly co~-operative
societies, and to strengthen those already in coxistonce,

3. IFAP!s becrotary General ig authorized to serva on the G“nsultmt1Ve .
Committee of Non-Govermmental Organizations to be established by FAO!s
Director-General under a Resolution of the Tonth Session of the FAO Conference.

4.  The next General Conference of IFAP will consider a prograss report on .
the development of the Campaign both at the governmental and non-govermmental
level and take such further action as may then appear appropriate.
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national governmental and non-governmental organizations during the yoears
1961-65 o ‘
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assure the necessary expansion of domestic production and not primarily to cover
food needs in some areas from excess production in othors
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1. IFAP approves the initiative tzken by the Director-General of FAO - endorsed
by the Tenth Session of the FAO Conference - and invites him to study the broader
concept of TFAP's policy in this respect as outlined at its Eleventh General
Conference in New Delhi. It will, as well as its individusl member organizations,
perticipate to the fullest possible oxtent, particularly through the Naotional
Campaign Committees to be sct up, in thosc asvects of the Campaign which are
relevant to the Fuderation's ainms and objectives as set out in its Constitution.

2 Such participotion will include, in*cr 2lia, the following:

. *
informational and educational campaigns through seminars, conferences,
publications, broadecastssctc.

~ consultations and co=-oporation with govermmental information ond
extension sorvices on the technicel aspeets of the campaign (fertili~
zation, irrigation, sced and breed sclection, crcdit,etc.g in order to
assure faster progress of agricultural production

- renewed efforts by farmers! own organizations to provide and/or
inprove morketing facilitics especially in those areas where means of
communication ~re insufficient or non-existent '

~ international assistance between IFAP members in order to secure the
cetablishnent of nore numerous ond stronger farm organizations in the
economically less developed countries, particularly co-operative
societice, and to strengthen those already in oxistence.

3. IFAP!'s Sceretary General is nuthorized to serve on the Consultetive
Comnittee of Non-Govermmental Organizations to be cstablished by FAO's
Direcctor-General under a Resoclution of the Tonth Session of the FAO Conference.

4,  The next General Confercnce of IFAP will consider a progress report on .
the development of the Campaign both 2t the govermmental and non-governmental
level and take such further action as may then appear appropriate,



Document P 7/59 -

b1

- 84
PART  II

FOR 4 FASTLR nXFALSION OF AGuiCuLTURAL rROLUCTION AND INCOME
14 DoVELCrING COUNTRIES

33. The above discussion on Internaticnal Commodity Trade and Surplus Utilization
centred on some of the big internaticnal issuecs raised by the existence of widely
varying degrees of economic development ard by the relationship between agricultural
expansion and general economic conditions. Under the present heading, therefore,
attention was devoted rather to the problens met with at national level in seeking
to expand agricultural output and to ensure rezﬁonable returns to agricultural
producers.

34. Farming in the'developing countries is ztill largely subsistence farming.
In India, for instance, it is estimated that only about one-quarter of food productio
goes to market, the rest being consumed by the farm families themselves.,

35. without attempting to analyse systeimatically the reasons for the existence

of subsistence farming on such a scale, it can be safely asserted that inadequate
transport, and the conseyuent rigidity of village institutions, are among the most
important, This relative isolation of each small local market - transport sometimes
costs 20-25% of the total value of the goods transported - also means that
competition among potential buyere for the guantities of produce marketed by the
farmers is limited or non-existent. As a result the farmers have little .choice

but to accept the price offered, however low. In such conditions, aggravated as
they are by relatively high ccstz, there is little incentive for farmers to increace
output beyond the low level nceded tc assure the bare necessities of life.

36. Increased farm output and invroved farm incomes seem thus to depend on a
gradual transition from a subsistence to a market economy which in turn depernds
on a better economic climate for the farmer, Some of the main obstacles to this
transition need to be discussed at some length.

37. Land tenure systems in many QCVclOpln' countries are unsatisfactory. So
long as the cultivator has no real security of occupation he will naturally avoid
making any meaium- or long-térm investment in the land,-be loath to modify
traditional farming methods, and tend to neglect soil conservation practices.

38, Lack of capital is a characteristic weakness of agriculture even in materially
advanced countries. Bigger and quicker returns can usually be obtained from invest-
ment in industry, . Investment capital is in any case scarce in developing countries
and agriculture, as the biggest scctor of the economy, is of ten the main source of
finance for expansion in other dircctions, dMoreover the activities of morey lerders,
excessive distribution margins, and relatively high rents for agricultural land

(or in certain countrlco the exactions oi rent cochctors) all tend to draln funds
put of farming,

39. Illiteracy also puts a sericus brake on the transition to more modern farming
methods. Those who cannot read, living in isolated places and without radio, are
inaccessible to the ususl means of 1Aﬁluahcxugvop}n;un~aad—p4ee%&eewn~—Heﬁee—the——~—
spread of general education is furdamental to the adoption of modern technicues on

a large scale, It should go hand-in-hard with extension work adapted to the social
background and technical requireanents of the country concerned and closely co-
ordinated with the sgricultural credit, supply, -and marketing co-operatives,

L0, Marketing facilities are gencrally deficient. Without a sufficient number of
warehouses for storable commodities, 1t 1s impossible to even out supplies over a
period and to maintain the quality of the product. Another negative feature is the
often excessive rumber of intermediaries handling the products on their way from the
farmer to the consumer and raising the price unreasonably. If increased consumer
demand is to have its full sffect as an incentive to the farmer to praduce mor e,
these mdrglns must be considerably reduced.

Al. Mechanisation is another subject worthy of detalled study. In countries with
abundant labour supplies in agriculture and insufficient possibilities of alternatlve

[ooe



-9~ 23537‘ ~ Document P 7/59

- employment , it might be preferable not to concentrate too exclusively on mechani-
sation and to give greater attention instead to the provision of fertilizers and
improved strains of seeds. On the other hand, certain farm operations ~ deep
ploughing, for instance - can only be perfomed by machinery, while the rapidity
of mechanized cultivation and harvesting may be decisive at times of bad weather
or of seasonally heavy demand on the regular labour force.

L2, The use of co-operative methods in agricultural production was held by |
the Standing Cammittee on Agricultural Co-operation to be, when the conditions |
for success. are present, one means of increasing output and raising the standard
of living of those occupied on the land., Since the subject is one that rewqires
further study the Conference decided that the matter should be referred back to
the Standing Committee on Adgricultural Co-operation for further consideration at
its next sessions,

43. As a general comment on the situation in the developing countries it is
appropriate to emphasize the role of the farmers' own organizations, both co-
operative and general., Co-operatives in particular could help to clean up market
conditions, eliminating or neutralizing speculators and unnecessary middlemen,
providing fuller and more accurate knowiedge of markets, and opening up sources
of credit that make the farmer independent of the money-lender. Close and per-
‘haps organic links between credit, marketing, and supply co-operatives are
advocated, since otherwise much credit is wasted on unproductive purposes, while
the services of the marketing and supply co-orcratives are insufficiently used.

L. If farmers have a duty to work for tie betterment of rural conditions through
their own organizations, the stage has not yet becn reached in developing countries
where many such organizations grow up spontaneously., Government aid in creating
favourable ccnditions for their growth is welcomed on condition that the ald is
given in ways that do not interfere with indevendent management and policy forma-
tion by the members of the co-operatives, ana which encourage members to take

over progressively greater responsibility for the affairs of their co-operatives.
Neither government nor farmers should rest satisfied with a long period of
government tutelage of co-operatives,

L5. The role of the State in promoting a balanced economi¢ expansion in the
-developing countries is necessarily predominant at the present stage, particularly
in connection with the vast and unremuncrative investments needed to provide an
adequate infrastructure of roads, ports, schools etc. Bubt as development progresses
and as farmers gain experience in the responsible and democratic management of

their own co-operatives, these co-op ratives should be able to discharge a number

of tasks in the field of asgriculture that are presently the concern of government

or of cammercial interests.

L6, The delegation of Ghana made a number of wvroposals for action by IFAP :

(a) To encourage, togeiher with FaU, the formation of strong national

fermer organizations in Africa and Asia.

FaO has set up an African acgional Office in Accra, ard has also
esteblished a liaison of{ice with the Rconomic Commission for Africa
of the United Ratioms in Adais ibbeba. IFAP is in regular consulta-
tion with FAO, and will t.ke every opportunity to aid in strengthening
national farmer organizations in African and Asian countries amd to
facilitate the creation of such organizations where they do not
alrcady exist. woreover FAO is organizing, in collaboration
with the Danish Governmeit, o ceminar for the training of farm leaders
in a number of developin: countrics, mainly in the Near Bast., IFAP
has been invited Lo marticipate actively in the planning and running
of the seminar, ard hows th:t the idea will be extended, under
Fa0 auspices, to other developing areas.

(b) To set'up a regional of fice of IFAP for Asia and Africa and committees
for these two continents.

While 1FaAP cannot at prescnt envisage the creation of a new
regional of ficc, the purposes of the proposal could perhaps be met
to same extent by the appointment to IFAP staff of 2 specialist on

[ooe
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(c)

Asian and Africen agricultural prob ms, This would, however,
involve, additiocnal firancing and the matuer must therefore be dealt
with by the Constitution and Fembsrship Committee at the earliest
opportunity. Regional Comuittecs for Asia and/or Africa should be
set up as soon as pessibla,

To state that a measure of tariflf vrotection is necessary for the
growth of the developing ccoromnies,

The Conference accepied the principle of this recommendatlon on
the understanding that discussions are under way between the contract-

LT

ing parties to GalT and that it will be possible to reach an agreement.



11~ 87

PART III

Document P”V/SQ .

. SOME SPECIFIC PPOLI_EMS oF AGRIGULTUEE
IN THE ECONOMICALLY DEVELOPED COUNTRIES

A - Durcpcan groups

47, The Conference received and welcomed the report of the European Regional
Committee which described the work of the OEEC, developments in the European
Economic Community and events 1ead1ng up to thb formation of a European Free
Trade Association (EFTA) comprising seven countries.

48. = .The Conference commended IFAP's Europcan Committee for its efforts to
" achieve general co-operation in the sphere of Furopean agriculture, It also
underlined the importance of IFAP's European Committce as a forum where
representatives of European farm orpanizations could exchange views on
developments arising from the 1mplemeniatlon of the Rome Treaty and the
Stockholm Convention.  This exchange of views had been most useful to date
and should be extended in future by still closer contacts to be established
with the Comite des Organisations Professionnclles Agrlcoles (COPA) the
European Economic Commission, and any similar machinery which might be
established by the EFTA, . : : _

49, = The Conference asked the European Committee in its work during the
coming year to intensify its efforts to achieve a Buropean agrlcultural agreement
as part of a wider European Economic Association,

50, The Conference also asked the European Committee to work closely with
the OEEC in attempting to reach a >atlsfactory solution of these problems.

51, Finelly, the Conference fully expected European farm.organizations to
continue to keep in mind the necc851ty always to consider: thelr problems in the
broader context of world economy. '

B ~ Adjustment ofAAgricultural Produc%ion to demand

52 The Conference discusscd the problems of world agriculture from the-stand-
point of adjustment of supply to demand. The meeting had before it a Secretariat
docyment reviewing the basic causes of the imbalance existing in grain production

and demand and lete™y/’somc other major commodities, In this document the following

propositions were put forward., These were in the natmure of agssessments of the
position, not of dlrect recommendatlonu as to what adgustments in productlon are
necessary.

(1) That, in graln at lcast, examination of the prospectlve commercial demand,
phys1ca1 limitations to non-commercial utilization, and financieal 11m1|at10ns
rosulting from thoe governments. roluctance to finance such utilization,

o letto for the next ten years that the pressure for downward adjustment
of productlon will be very nearly 1rr551st1ble.

(i1) That, while effectlve demand for high quality and more expensive foods
- will increase substantially in the next decade in some industrialized count-
rieg, indicating considerable scope for gdjustment of production as
between commodities, this expansion will not be sufficient to counteract
the pressures indicated above, -

(1ii) That in developing countries the problem remains one of expan81on of pro-
~ duction to meet unfilled and growing needs; over=~expansion in relation to
. demand. arises in industrldlized nations and only because the necessary
international machlncry and policy neceded to move supplies into consumption
was not esteblished in good time ~ d.e., at the end of World War II,
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(iv) That if downward adjustiont is nccessary it must be achieved: (a)
through national policies, (b) with producer co-operation and through
national farm orgenizations and producer marketing organizations,
allied with government action, (c¢) without abandoning progroms
designed to protect the producer prices and incomes and ( d) inter-
national co-ordination and agreement in order to prevent adjustment
in one country from belng offse+ by expansion or failure to adjust
in another,

53 The discussion in thc Conference was largely devoted to the possible
implications of the Scecretariat report for IFAP. It was first of all emphasized
and very clearly esteblished that judgements which might be made as to the
limits of future effective commercial demand, or of non-~commercial distribution,
in no way implied that production mlght exceod actual human needs for food in
the world,, since such an eventuality is not in sight: Rather such judgements
served only to highlight the alternativcs open to farmers and to nations, and
the conditions for full utilization of the world's food production capacity.
Pressure for downward adjustment of production will be lessened if imagination
is shwon in seizing the opportunities for increased utilization offered by
improvenent of international aid and development programs, creation of reserves,
and economic growth of developing areas, Thesc potentialities are discussed in
preceding sections of this report and are underlined in the Inaternational Food
and Farm Policy adopted by the Conference.

54, In the course of the discussion the following points were brought- outt

(2) IFAP must teke cognizance of the prospective build up of surpluses
and the resulting needs for adjustment of production to demand that
this presents.,

(b) In view of the world's need for foodstuffs, cu”tallnont of production

is something that should if =t all pObulQlC be avoided. However, it
nust be fccognlzed that production in some industrialized countries

is over-~extended in rclation tc prospective commercial markets and

the existing physical potentiozl for non-commercial distribution, It is
over-cxtended in relation =lso to present and ~rospective government
programs of aid and development involving non-commercial utilization

of production, The extent to which food production potential is utilized
clearly depends upon the willingness of pecple to tax themsclves in
order to pravidec the funds mecessary both to pay for non-commercizl food
distribution and to otlﬂﬂjlto the basic cconomic development of
under-developed countrics, without which it is impossible to expand
demand and even to solve the physical problems of distribution,

(e) Producers and their organizations must recognize the extent to which
"~ national policics may bc regpongible for creation of the conditions
- that have Led to the 1grlculfurﬁl imbalance, and nmutt cxemine critically
" the effects that pbllcluo of production cxpsnsion may have in some
_ cases on net farm incomc, cnd whether unrealized rossibilities exist
— - — for safeguarding the income positionof individusal-farmers by programs
of adgustment

(d) In considering the nced for an orieflv 1nternut10nul organization of
markets the continuing noed for al justment in relation to the changing
competitive position of_yarﬂous uprllcr Shovld be taken into consid-
eration,

(e) In those countrics v™er2 upward adjustment is the great need, the role
of co-operatives in the better organization of egriculturel productlon
_among fapnily hOldlngS should bc pqrtlcularly congildercda,

(£) Thcrc is alwe"s a dangor of taklng too rigid = position with reSpGCu

o either to the need for cxpansioh or restriction and cmphasis should be
laid on better understanding the situabtions and the aiternatives,
which face produccrs from timc to time.

[ooes
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(g) - Farm organizations of each country should give inercased attention
to.the finanecial implications of international programs cesigned to
expand non-coumercial use of agriculturc's potential and to present
the issues, to thcir governments. , S o

{n) _Ehéi;:such products as pork, beef, poultry, fruits, vegetables and
*° ' ‘decondary sced and grains offcr the greater possibility for produger
action to adjust through their organizations, procuction to demand.

-0 = Vertical Integration

55. © Both the North Anerican and the Buropean Rogional Committces had
giveh some attention to this subject during the past year (1) ’ :

56, -  Vertical integration is onc aspcct of the complex technological
revolution taking place in agricultural supply and marketing. It includes in turn
those recent developments, seen mainly in North fmerica, that are known as
contract farming, This aims at achleving intcgration between the production'of
grain-fed animals (meinly hogs and poultry) and their processing, distribution,
and retailing, A significant foature is that production can be considerably
expanded without any inecrease in the area of land used(differing in this respect
from crop production, in which the use of contracts between prodgcer and processor =
e.ge sugar factory, connery - is of long stending in many countr1§s). Qontyact.
farming is having far reaching offccts in North America and its wider implications
for agricuvlture must be carefully examincd. It would be wise for farmers there
and elsewhere to recognise that the present period of rapid technological change
may at any time modify or oven disrupt the basis of agrieultural production
and marketing., Farmers, through their own organizations, must be aweke to
innovations in agriculturel production amd marketing, and adjust their ¢
‘methods as quickly as possible to new demands. '

57, It is recognized that vertical integration is an irreversible trend in
modern agriculture, as in all other sectors of the economy., BY facilitating the use of
advanced techniques it can lower unit costs of production - though monopolistic
tendencies often prevent the consumer from recciving the benefit., The question,
therefore, is not whether vertical integration in agriculture has come to stay,

but how and by whom the process is to be controlled,

58, Contract farming can have some attraction for the farmer, particularly

if he lacks capital and technical knowledge gnd gets most store by a certain
ninimum security in the marketing of his product. Private integrators do provide
those things in varying degrees and combinations, and for the limited duration
of the contract (gencrally one year). But it must be added that there is a tendency
for contracts to become progressively more unfavourable for the farmer, reflecting
his increased dependence on the integrator and his consequently weakened bargaining
position. -

59, It follows that farmers must not allow themsclves to be passively
integrated by private business concerns in which they have no voice, but must
retaln some control over the process through their own organizations,particularly
co=cperatives, Otherwise it may not be long before farmers find themselves

foos

(1) In addition to their reports, discussion wes facilitated by Secretariat
documents AC 3/59 Scction A and Appendix A, and by part of the roport of thre
Session of the Standing Committec on Agricultural Co-operation (AC 4/59) held
in New Delhi a few days earlier, The conclusions stated in paragraphs 9-20
inc. of AC 4/59 were widely accepted.
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facing a market that consists of a very few, virtually all-powerful buyeré.

60. Various courses are open to farmer organizations. They can scrutinize
proposed contracts. before signature by the.farmers or draw up model contracts for thei
guiddnce; or they can inercase the bargaining power of farmers by signing an .

over-all contract on thcir behalf with the intcgrating concern:” Farmer co-

operatives may go furthér and themsclves contract with members, though here care
must- be taken toavoid ‘discrimination betwoen different  categories of members.
Many other forms of intOgratlon can be practised by farmer co-operatives and

othcr producer orgenizations, whose sound and balanced dcvelopment is.the best Safegua
for farmers in the face of the enommious accunulation of capltal backinb the

largescale integrators, :

61, Co-operatives can, and oftcn do, provids nost of the services

associated with contract farming by private interests., The competitive strength

of the coopcratives is dependent to a large cxtent om the solidarity of

members and on their understanding "of thr iszues involved. Unless farmers S
arc prepared to forego voluctarily a measurc’ of freedom of- actlon in order to

make their co-operatives more efficicnt, a much morc severe control may be
excreised by commercial ontorprlcrs whlch do not necessarily have the.long

termn interests of agriculture at heart, T
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PLRT IV

COMMOTTTY QUESTIONS

RESOLUTION NO,3

WHEAT
sldo

4 most serious gap exists in the casc of wheat between output available for
export and the present world commercial and non-cormercial demand. Present levels
of production suggest a continued hecavy bulld-up of stocks unless non-commercial
utilization is greatly expanded. Virtually =11 national governments are involved
in wheat production, pricing and trade policics. On the basis of present ingorma-
tion and programs, there are indicztions that in response to adjustnents in national
policies in verious countries, sone reduction in output may occur., Finally, wheat
is one of-the two or three classes of commodities that lond themselves to inter-
national policies aimed at moving food to supplement the diets of underfed peoples.
IFAP therefore:

1. Welcomes the rencwal of the International Wheat Agreement as an essential
prerequisite of orderly internationsl tradc in wheat and also welcomes the expanded
participation of major trading countries, '

2. Welcomes the extension of the International Wheat Couneil'!s responsibilities
to include an active review and consultation on wheat problems, and urges all

governments concerned fully to co-operate in making the work of the Council
effective.

3. Welcomes the initiative of major cxporters in forming an International
Wheat Utilization Committec with broad responsibilities for 930111tat1ng expanded
consumption of wheat,

4, Emphasizes the critical role of wheat in world food policy and urges careful
attention to the need for co-ordinating and mutually strengthening the activities
of the intergovermmental bodics and agenciee concerned and particularly of the FAO
as the international agency primarily and comprchensively concerned with world food
and agriculture policy and progress.

5. Urges on govermnents the necd €0 arrange fors

(i) the joint international provision of funds for financing expanded
non~commercial demand for wheat as part of an adequate international
food and farm policy, and

(ii) an improvenment in the moans of achieving a general exchange of
........... agricultural cammeditics between developed and under-developed /ﬁ}wﬂvﬁ¢ﬁ
countries if commercizl as well as non-commerciaijdistribution
ol Maeat~is to be mexinized. '

6. Urges intergovernmental bodies denling with commodity problems, and notably
the FAO group on grains, to pay greater attention to the close links between the
problems of bread grains and coarse grains, perticularly as both are at present
in excess supply in some important producing countries and can be used to the
benefit of developing economics.
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DAIRY PRODUCTS

62, The narket situation and ocutlovk for butter, checse, and skim milk powder were
briefly reviewed. :

63, While the butter market is at present relatively stcoble, after a marked recovery
from 1958, there are many uncertain factors -in the situation which indicate the
probability of ronewed fluctuaticns. Technological progress in particular may albter
the situation unpredictably. The intereet of producers in stable demand is emphasized
and for this reason it is important to avoid prices that discourage consumption of
butter. =« »

64, The cheese market is generally sotiefactory and thers are no signs of a worsen-
ing - dn the near future., B ‘

65. Great concern was expressed at tho serious consequences of the sudden dis-
appearance of stocks of skinm milk powder, for both welfarc and technical devclopment
programs based on the usc of skim milk powder in the econonically less advanced
countries, Effective action in these ficlds is conditional on regular availability
of supplies and long-term planning. A resolution on this subject is appended.

66, -In the over-all debate on dairy products, refercnce wes made to the action of
the three Farmers! Unions of the United Kingdom in submitting to the British
Government a draft scheme for stabilizing internstional trade in butter. Details of
this plan were before the Policy Committes (Addendum to Appendix B of Docunent P5/59).

67. In introducing the proposal, the British dolegation explained that they had
wished to focus discussion of the butter problen on a conerete plan for achicving a
rneasure of price stability in thc interests nlike of producers and consurers. The
plan had envisaged the cstablishment of an International Butter Marketing Council
which would have three principal functions:

(a) short-term appraisal of the bubtter market;
+ (b) examination of long-tern national milk and butter production policies; and
(¢) avoidance of excessive fluctuations in butter prices.

The Farmers! Unions, however, werc preparcd to .examine any proposal which would

best achieve the objectives zs sct out in Sccticn A(i) and (ii) of their paper¥,
Progress would be made if govermments were to set up an International Dairy Products
Council to meet periodically during the ycar to eppraise the current and prospective
narket outlook and to guide milk producers and their marketing agencies in exporting
and importing countrics accordingly. :

68. ‘The Cenference while welcomins the objective of stabilizing trade in butter,
considered that the United Kingdom proposals weould have teo be carefully examined by -
producer organizations in the countries mainly concerncd before any general rccommen-
dations were mede and for this purpose the Conference recommends that:

Kingdo® Farmers! Union deserve

, the fullest consideration, the
Unions in the light of the Policy Comuittee's discussion should
circulate amended proposals to member organizations in all
countries interested in the trade in dalry products;

(b) . these organizations should be invited_im}sqpmit their conments
within a stated poriod to the Unicnsj; and

(¢) in the event of these views being favourable to further discussion
of the proposzls, the Unions, after consultation with the IFAP
Seeretariat, should decide whether to convene a special conference
of dairy producers for that purposec.

*(1) "To stabilize butter prices within an agreed ronge.!
(ii) "To protect importing countrics against an excessive increase in price

and exporting countries againsgt an excessive fall."
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RESOLUTION NO.4

MILK POWDER

Having noted the current uncxpected disappeargnce of surplus stocks of
dried milk; the seriousness of this development to the 35 million infants,
children, and mothers bencfiting from the supplement to inadequate diets
that non-commerciel distribution of stocks is providing, anc to newly estab-
lished dairy industries of the developing countrics where dried skim milk
powder is a necessary component of the liquid milk treated in "toning" plents;
the iradequacy and instability of mn inteornational program of better nutrition
depending on the periodic and haphazard accumulation of surplus stocks;

]

THE CONFERENCE RESOLVES that the governments represented in FAO
should take steps to initiate plans with the
object of establishing a reasonably long-term
international progran for non—conmer01ﬂl avall-
ability of dried milk, financed on a regular
bagis from a fund to which 2ll countrics having
the ability to do so should contribute according
to a pre-agreed plen. The usc of this fund should
be subject to an international program 1nclud1ng
the formulation of priorities.



