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Document AC l/$9 
29th June 1959 
Original; English

ELEVENTH GENERAL CONFERENCE

NEW DELHI , INDIA

DRAFT AGEMDA OF THE 
5TA:'IPING COITi-TTTEE ON AGRICULTURAL CO-OPERATION

25th/26th Ilovenber 1959

1. Adoption of agenda (Document AC 1/59).

2. Review of co-operative activities since the Tenth General Conference 
(Document AC 2/59), including:

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

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

- Study Tour for Co-operative Eiiployees (Appendix C)

3 . Discussion and approval of a policy statement on agricultural co-operation 
for submission to the Eleventh General Conference of IFAP (Document a6 3/59) 
with particular reference to the following subjects:

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

- the rdle of agricultural co-operation in developing economies

- agricultural co-operatives* contribution to the adjustment of 
supply to demand

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

5. Any other business.

6. Adoption of Committee's report (Document AC h/^9).
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Docament AC 2/59 
September l9$9 
Original: English

ELEVENTH GENERAL CONFERENCE  

NEW DELHI , INDIA

IFAP'S CO-OPERATIVE ACTIVITIES SU'ICE THE 
_________ TENTH'GENERAL G0HFERENC5_________

(Prepared by the Secretariat)

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

1. In accordance •vdth 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 document;

- Second Session of the Standing Coraiî attee 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 Employees (-Appendix C)

2. The Executive Coraiaitteo has continued to 5:ive prominence to co-operative ques­
tions and has sought in particular to achieve a fuller integration of the discuss­
ions of the Standing Conmitteo on Agricultural Co-opi^ration >7ith those of the Policy 
Committee at the General Conferences, The arrangements adopted for the Eleventh 
General Conference are expected to satisfy this requirement to a greater extent 
than before. The Chain-an 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 Copenhagen, 28th/29th May 1959).

3. Consultations are at present taking place (September 1959) which it is hoped 
will lead to a meeting of representatives of FAO, ILO, IFjiP, ICA  ̂ and CEA to dis­
cuss their 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 Conference, It is also hoped that 
representatives of ICA and IFAP will have the opportunity of a personal exchange 
of vieT/s in preparation for the above-mentioned meeting.

It. So far the response by member organizations to the request for information 
and comriients to help in the preparation of guides for students from the develop­
ing countries and those responsible for directing their studies in the advanced 
countries has been disappointing and insufficient to enable a start to be made.
A reminder is being sent to member organizations.

/ . . .
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5. FAO has invited IFAP to take an active .part in the preparation and running 
of a seininar designed t5 .give, guidknbd' to the present and prospective leaders of 
farm organizations fron a number of coimtries in Africa and the Near and tiiddle 
East. Though primarily concerned with .general farm organizations, the serainar 
will also include' some material on agricultural co-operatives. The Seminar, 
sponsored by FAO and the Danish Government, tH U  probably be held in Denmark in 
July i 960. The Co-operation Officer took part in the rrork of a planning comm­
ittee for the Seminar that met in Copenhagen in January 1959.

6. Regular consultations have been held with the Co-operation and Rural Welfare 
services of FAO. The Co-operation Officer took part in  the annual meeting of 
the Selection Committee that advises UIIESCO on the award of travel grants under 
its European ?forkers' Educational Travel Program.
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Document AC 2/59 
4 August 1959

Originals English

ELEVENTH GENERAL CONFERENCE  

NEW DELHI , INDIA

REPORT ON THE SPECIALIZED SHMIMR ON 
CO-OPERATIVE IvIARKETING OF EGGS Aj® POULTRY IN EUROPE 

Dublin,' 9th/13th June 1959
/

(Prepared by the vSecretariat)

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

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 Seminar, are attached.

3. The following paragraphs attempt, in summary form, a description of the supply 
and demand situation for eggs and poultry in Europe and the role of farmer co­
operatives in this branch of agriculture. These ccraments are based on the lectures 
and exchanges of views at the Seminar, the purpose of which was purely informationali

ht In Western Europe there has been an over-all increase in egg production in 
recent years compared vath pre-war. Ireland is the only country in Europe show­
ing a reduction compared with pre-war. Production in Eastern European countries 
is increasing. European trade in eggs (comprising about one-tenth of producticn 
outside the U .S .S .R .) is essentially intra-European and a relatively small number 
of countries nm  dominate'the market either as importers C^estem Germany and Italy) 
or as exporters (Netherlands, Denmark, and Belgium). Imports ha-̂e been growing to 
meet increasing consumption, except in the United Kingdom, which was the largest 
single importer of eggs in pre-vrar years but is nov\r, 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 193̂ 4--38 volume while Danish exports 
have remained at about pre-war levels. Belgian exports* have increased in recent 
years, Irish exports are now negligible compared vj-ith pre-war and early post-war 
years, due to the loss of the traditional Irish export'market in the United Kingdom. 
Eastern European coijntries, mainly Poland, are also now competing with West European 
exporters and this development is likely to continue.

5, Producers in egg importing countries receive price's considerably above producer 
prices in exporting countries and variations in egg prices in recent years have 
be^n less marked in importing countries (because of government support) than in 
exporting countries. Producers for export may expect to find growing competition
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 ̂ “  5
for narrowing export market outlets and this, ^coupled with growing competition 
from producers in iftpoHing countrie's^ may depress prices in the years ahead.
Larger supplies will probably only be sold at narrowing profit margins or even at

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 consumption 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 2U kg. per head per year). European egg producers should, however, aim at 
a reduction of seasonal variation in egg production (an objective Tirhich has already 
been largely achieved in the Netherlands 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.S.A. and the United Kingdom shows. More specialization and■a close study 
of feeding methods and conversion rates m il  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 information 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 v;illing 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 receives 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 Yifhole 
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 e:xpansion of broiler production in 
Europe and the upv/ard 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 beccming 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-^/rapped,-ready-to-cook



birds, fears are expressed in sane 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 bo considered in a wider context 
than Europe and North Airerica.

10, In the last ten years there has been a tendency tovmrds larger specialized 
producing units, and a consequent decline in the role of poultry as an important 
secondary source of income for the_ small farmer. Poultry keeping is novf passing 
from the hands of the farmer's wife and becoming a specialized activity demanding 
business skill and the adoption of the most modern production methods, akin in 
some respects to industrial practice. Economic calculations predominate. The 
position is likely to be further aggravated by increased output ^;esulting from an 
effort to maintain income levels in periods of keen competition.

11, Contract fanning is already doijinant 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: hovv far is the integration of
agriculture and business desirable and v;hat v/ill be the' results? liVhat effect will 
it have on the scale of farming and size and number of farms? Yifill it take the 
form of outright ownership or will co-operative arrangements predominate? Ques­
tions such as these, ivith their economic and social inplications, require careful 
study by agricultural producers and by national and international organizations.

12. This, then, is the context in ivhich 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, elsewhere 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-pxporting countries. It is beyond doubt that producers can face the 
rapid technological and economic changes taldng place today m th greater confidence 
if united in their own co-operati^^s.

13. Recent developments such as those mentioned in paras. 10 and 11 above, and 
technological advances in general, have placed the small producer in a particularly 
tinfavourable positio'n. Unable, for lack of capital or technical knovr-hovn, to use 
the most efficient production methods, he finds that his costs remain high in rela­
tion to generally declining prices received for Ids 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 to rerredy ttiis situation, principally 
by making available sound technical advice ard, in certain cases, credit and th«s 
enabling the small producer to achieve better ouality at loiver cost. TheJ* cannot, 
of course, by themselves obv?.ate 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.

lij.. Farmer co-operatives may even favour the small producer to spme extent, for 
instance by appljring uniform collection fees virhich do not correspond with actual 
unit costs involved in collecting sm.all and large consignments. Limits to this 
and similar measures vary from one co-operative to another. At some point or 
other, however, there is always a danger that larger producers will find private 
biiyers willing to give them more advantageous terras than the co-operative does.

Appendix B to
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If such a tendency v/ere 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 dovm. iviuch depends on the degree of cohesion v/ithin each co­
operative ,

15. An important function of farmer co-operatives is to eliminate speculation^
which develops easily in the private egg trade. Although opinions are divided 
about the efficacity of code-marking (see para. 8), it does appear to have gone 
far to prevent speculation in countries where it has been adopted. The farmer 
co-operatives 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 si'jitching of supplies to the most profitable 

markets (including foreign markets, T/here applicable) and to the most appropriate 
uses, and storage at times of over-abundance. It 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. ''

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 Viras agreed 
that this development is of the utmost importance for farmers and must be studied 
verjr closely bĵ  co-operatives before they define their policy.

17. No matter what new forms of organization may develop in the poultry indust-ry, 
the producer must ensure that his comm.odities are of prim.e quality and as fresh
as possible 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. T̂rho must use them to make his enterprise efficient. He must also be 
prepared to change, for instance from egg to poultry meat production, where 
market conditions dictate that a change should 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 nuaiber of suggestions were put fon'/ard by delegates and received general 

support.

(a) Statistics on production, marketing, and consumption of eggs 
should mention numbers as ¥;ell as weight. Metric measures 
should be used to facilitate international comparison.
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(b) Short bulletins on the national situation of supply and demand 
and market outlook for eggs an4 poultrj  ̂ should be provided by 
members and circulated regularly (perhaps quarterly) through 
IFAP among countries T/ishing 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 tecl-iniques and operating 
costs. iiational organizations may wish to make such informa­
tion available for circulation vdthin IFAP'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 National Farmers’ Association and 
its capable handling of the arrangements in Dublin. The Seminar also acknow­
ledged the courtesies shown by the Minister of Agriculturej who gave a reception 
in honour of participants and made available two officials of his Department as 
rapporteurs, and by the Irish Agricultural Organisation Society, ¥fhose General 
Secretary lectured at the Serxinar and collaborated i/'dth NFA in preparing the 
program.
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DELSGUSS

DELEGATES

SEJ'III'JAIRE TOTERMivTIQHJxL SUR Li GOOPEILiTION .iGRICOLE 

DITERI'JATIGNi'iL SE;ffi'IAR OK AGRIGULTUR.'i CO-OPER:\TION

LISTE DES PARTICIPMTS 

LIST OF PARTICIPAilTS

Belgique

"^elglmrT F, Van Dessel Sous-Gonptoir d*Achat ct de Vente 
du Boei'enbond Beige,
16, rue Juste Lipse 
Bruxelles IV

Thomas Veys Societu Aves du 
Bocrcnbond Beige 
609, Ghr.ussee de Kapellon 
St. I’fcriaburg (Anvers)

Ganada
Canada Hamish MacLeod United Gooporatives of Ontario 

P.O. Box 527  ̂ Weston 
Toronto l5, Ontario

Danemark
Denmark F, Harreschou Dansk Andels Aegexport 

Gopenho.e;en

France
France J. Archairtoaud oyncopac

129; Blvd Saint Germain, 
Paris Seme

J. Lc Bihan Institut National Agronomique 
16  ̂ rue Claude Bernard
Paris peme

A, Peuteuil Sync op a c
129, Bli'd Saint Germain,
Paris 6dme

Irlande
T^Ian3 Teresa Brennan Poultry Instructors' Association 

10, Glenarm Avenue, Drumcondra 
Dublin

Kathleen Buckley Poultî ,'' Instructors' Association 

VJoodstock Street, Atlr̂ y,
Co. Kildare



(ii)

Irlande (suite) 
Ireland (cont'd)

Nora G. Byrne 

Mrs. 3. Collier 

J.i'3. Greene

S. Healy

ilary iioorG 

J, Quinn 

Mrs. C. Sheehy

Luxen±)ourg
Luxembourg Mathias Boms

Norvege
Norway C , Sundby

Su^e

Sweden 3. Flj/^are

P.G. Janson

Royaume-Uni 
United Kingdom

W. Eagle-3ott

L. Pattison

10
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oultry GonmitteeII.I’ ..-:
Gorm^.nston, Co. :ieath

K.F.A. f-oultry Gonimittee 
Boggan  ̂ i'ilbridej Go, Carlow

llational Farmers' Association 
27, Sarlsfort Terrace 

Dublin

Hational Farmers' Association 

2?  ̂ Earslfort Terrace 
Dublin

Poultry Instructors’ Association 
Tox-m Hall^ Trim, Co. ifeath

National Farmers’ Association
21, Earlsfort Terrace, Dublin

N.F.a . Poultry Committee 
Erry, Ballinure, Thurles 
Go. Tipperary/-

Centrals Paysanne Luxembourgeoise 

38, rue Jos. Junck
Luxembourg

Det Kgl. Selskap for 'Norges Vel 
o busB^ndG

Oslo

SVGnska Agghandelsforbundct 

Kungsgatan 6? A 
Sto.ckholm C

3VGnska Agghandelsfbrbundet 

Kungsgatan 6? A 
3tockholm C

Naoional Farmers’ Union 
Agriculture House 
Knights bridge 
London SAL,!

National Farmers’ Union 
Agriculture Eouse 
Enightsbridge 
London S.U.l
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OBSERVATEURS

OBSERVERS

SECRETARIAT

H, Jacoby

C. Sundby

R. Hewlett

11
(iii)

Food and Agriculture Organization 
Palais des Nations 
Geneve  ̂ 3i:itzerland

European Prodiictivity 'Agency  ̂ Paris

International Federation of 
Agriculturr.l Producers 

Via Xser ih 
Roinê  Italy



(iv)' l-^pendix B to Document AG 2/59

IFAP SEimiR ON GO-OPER'iTIVE i'LlRKETE'JG 
__________ OF EGGS iUID POULTRY __________

Dublin, 9th-13th June 1959 

PROGR.'Ul

Monday 8th June 

Tuesday 9tli June

Delegates assemble in Dublin

Opening of Seminar by Dr. Juan N. Greene,
President, National Fanners' iissociation, and 
Dr. Henry Kennedy, General Secretary,
Irish Agricultural Organisation Society

"Trends in supply and demand in. Ijurope of 
cg5s and poultry/"

Lecturer; E. Jacoby, EGE/FAO, Geneva

"Advertising o.nd consumer education'?
Lecturer; E.L. Pattison, Ilational Farmers' Union 
London

Excursion to places of interest in the Dublin area.

Agricultural film show at NFA Hous?.

Wednesday 10th June ’’Agricultural Hese’arch in Ireland"
Lecturer! Dr. T. IJalsh, Director, Agricultural 
Research Institute

"Go-operative advisorj/- work"
Lecturer; F. Harreschou, Dansk j'mdels Aegexport, 
Gopenhagen

"Agricultural Co-operation in Ireland"
Lecturer; Dr. H. Kennedy, General Secretary, I.j-i.O.S.

"Poultry Production in Ireland"
Lecturer; Dr.' L.P.F. Smith, -Economic Adviser,
N.F.A.

Thursday 11th June

Friday 12th June

All-day excursion, visiting farms and poultry and 
egg producing centres.

Dinner given by the National Farmers* Association 
at the Shelboume Hotel.

"Current developments in egg and poultry' marketing in 
North America"
Lectuxer; Hamish liacLeod, United Goopenatives of Ontario, 
Toronto, Ganada

"Gollection of produce and payment of members"
Lecturer: J, Le Bihan, Institut Nation.al Agronomique,
Paris
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Friday 12th June "Control of seasonal vsriations__in production"
" (cont’d) Lecturer; P,G. Janson, Svenska Agghandelsforbundet,

Stockholm

Reception given by the Minister of jigriculture in 
Iveagh Hougc ,̂ St. Stephen's Greeno

Saturday 13th June Summing up by rapporteur, 'Jr. H.G. Foster, and

discussion.
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ELEVENTH GENERAL CONFERENCE  

NEW DELHI , INDIA

REPORT ON EIGHTH STUDY TOUR FOR 
CO-OPERATIVE EiiPLOYESS 

' 'SigTandV June'TOT“

(prepared the Secretariat)

(Reference; Item 2 of the Draft Agenda of the Standing Coramittee
on Agricultural Co-operation)

1. The eighth in the series of annual 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 v/as covered by a grant 
from U ÎSSCO under its European T<forkers' Educational 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.

1;, The host organization was the National Farmers’ Union of England and Yi'ales,
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 Secretary/ of the Agricultural Central Co-operative 
Association accompanied the tour througliout. The Horace Plunkett Foundation 
kindly made available a member of its staff to serve as interpreter,

I

5« 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, it 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 moveijient 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 producta 
and remains so in spite of an increase in dontestic agricultural production of 60 
per cent compared vath pre-war. This increase means that the British farmer now 
supplies about one-half of the country's food requirements. 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

______ __________
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the government bridges, -̂ e gap betwegn .the average.: market price and a standard 
price (previously determined at annual price reviews). The current support 
measures have resulted in a nore satisfactoiy level of income than before the v/ar, 
when 'farmers may'well have felt that their situation -yras so insecure that their 
own efforts, through co-operatives and otherrase, could not alone bring about a 
substantial improvement.

7. Whatever 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 19hl 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 farraing and its importance in 
the national economynoticeable in the past fifteen or ti'fenty years, has something 
to do Tfith these co-operative achievements,

8. Another feature of British agidculture, closely tied up with the conditions 
described, is the Marketing Board. One of the most important measures taken by 
gover'ranent in response to the desperate plight of farmers in the early thirties 
T̂ as 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 liiarketing and supplies, setting of 
grades, etc. The directors of the marketing boards are partly elected fanner 
representatives and partly governnient nominees, liarketing 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 formed for hops, tomatoes, potatoes, and wool,

10, The existence of certain marketing boards since 1933, and the possibility of 
forming ner̂  ones, have certainly influenced the development of co-operatives, 
perhaps mainly in a negative way. The Milk Karketing Board, for instance, with 
its very mde 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 3nd took over a situation in which a 
substantial part of the trade in eggs is handled by co-operative egg packing 
stations. These novr 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 v/hat might other','ri.se be co-operative 
functions on the national market, leaving the co-operative m th  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 markstir^ 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 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 Td.thout paid staff or' premises of its oivn. 
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. TThatever the reasons, the largest farmer co­
operatives in England today are almost vathout exception societies whose primaiy 
function is to supply faming requisites of all kinds. It is interesting to note 
that these supply co-operatives pijrchase a substantial part of their requirements 
from the Co-operative T^iolesale Society, as there does not exist any central supply 
organization of the agricultural co-operative movement. Another significant point 
is that many developments in the marketing field have been undertaken by the supply 
co-operatives, v/hich 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 vd.th 
A .C .C .A ., to remedy this situation in certain fieldsj mention can be made for 
instance, of the Agricultural Finance Federation Ltd. (v/ith which the Co-operative 
?/holesale Society is also associated) which finances hire purchase for farmers 
through their co-operatives. It 70.11 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 tovirards 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 vdth 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, Svreden, or the Netherlands, It has 
developed, until veiy recently, virithout central planning - which is not altogether 
a criticism, since spontaneous grovrbh, even if random, can be very durable. In 
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 favotirable terras 
for small farm machinery syndicates, creation of forest owners’ co-operatives and 
no doubt many others. Further progress in fanner 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.

Appendix C to

- 3 - \4  Document AC 2/59
l b  ------ -----



Appendix G to
Document AC 2/^9 (i)

Annexe C au

Document AC 2/59

Ul-ISSGO/IFAP STin)I TOUR FOR CO-OPERATIVE aiPLOYSES

TOURI^E D«ETUDE TOHilSGO/FIPA POUR SilPLGYES DE COOPERATri/ES

England 9th-19th Jvne 19$9 
Angleterre 9-19 juin 19^9

PARTICIPANTS

BELGIUI4

BELGIQUE

QAl'IADA

FINLA]\td

FBILANDE

ITALY

ITALIE

A. Svers

A. Van Hulle

H, MacLeod

Reino Karj'd 
Erik B. Reims 
Ssko Tuominen 
Jouko Yd'dnSnen

Ugo Gontini-Bonaccorsi

Ivo CuTOtJiO

Bruno Martelengo

A, Spagnoli

Soerenbond Beige

2lt, rue des Recollets
Louvain

Boorenbond Beige
2li rue des Recollets
Louvain

United Co-operatives of Ontario 
P.O. Box 527, Weston,
Toronto 1^, Ontario

Pellervo-Seura 
Simonkatu 6 
Helsinki

Confederasione Generale dell* 
Agricoltura 

Via Montebello 19 
Firenze

Federazione Italisjia dei Consorzi 
Agrari 

Via Vininale ^8 .
Roma ' ■

Gonfederazione Nazionale Goltivatori 
Diretti 

Case Ziglie 
Galvisano (Brescia)

Via Arezzo 27
Roma '■ ' '
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Instltuut TOor Landbouwcooperatie 
in Gelderland/overijssel 

Coohoornsingel 106 
Zutphen

Cooperatie Voorlichtingsdienst 
van de L .L .T .B .

Landbow^huis 
Wilhelrninasingel 2^
Roemond

K. Tjepkeraa

W.B, Oudejans

Instituut voor Landbouwcooperatie 
in Friesland 

Beljestraat 1 
Leeuwarden

Instituut voor Land- en Tuinbow- 
cooperatie in I'oord Holland 

Landbouwhuis 
Kerkplein 10 
Alkrnaar

NOm Y

NORVEGE

J.J .G , Jonker

jZJivind Honsen

Nationale Cooperatieve Raad 
Groenhovenstraat 3 
Den Haag

Nordrv^re og Rorasdal Slalcteri, 
Kristiansund N.

Ola Heir Landbrukets Sentralforbund
Inkognitogt, 2
Oslo

SWEDEN

STEDE Kiirt Eri-ksson Svenska Lantm^nnens Riksforbund 
Stockholm

Gunnar Gregell Sveriges Slakteriforbund 

Stockholm

YUGOSLAVIA

YOUGOSLAVIE Dragan Mosic

Ratko Kovacevic

Bureau pour 1 'amelioration de la 
production agricole dans les orga­
nisations cooperativBS,

Rue 1 ilaja 13 
Boegrad

"Presse Cooperative"
Union generale cooperative de la 

RP de CroatiG,
Rue Amruseva 8 
Zagreb
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R. Hewlett

TOUR lEADERS

Agricultural Central Co-operative Association, 

Agriculture House,
Knightsbridge,

London S .H .l

International Federation of Agricultural Producers,

Via Yser II4
Roma (l5th-19th June)

E.ITERPRETER

P.G. Gorst Horace Plunkett Foundation 

10 Doughty Street,
London U .G .l
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UNESCO/IFAP STUDY TOUR FOR CO-OPERATIl^ Sh'PLOYEES 
EwGIALID, 9TH/19TH JUNE 1959

Tuesday, 9th June 

Wednesday, lOth June

Thursday, 11th June 

Friday, 12th June

Saturd^, 13th June

Sunday, ll;th June 

Monday, l5th June

Tuesday, 16th June

?fednesday, 17th June

Program

participants assemble in London

Agriculture House, Knightsbridge, S.¥.
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 ''■/hitehaven 

Depart bĵ  coach to Harrogate via Lake District

Visit to Yorkshire Farmers Bacon Factory (1932) Ltd, 
at Sherbum-in-Elmet 

Visit to Yorkshire Egg Producers Ltd. at Drighlington 
Retum to Harrogate

Visit to National Farmers' Union Yorkshire North Riding 
No. n  Branch at York, and visits to a number of 
farmers in the vicinity 

Return to Harrogate

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

Visit to National Farmers' Union Iviutual Insurance 
Society Ltd., Stratford-on-Avon 

Visit to Warvfickshire Farmers Ltd. (Supply Co-operative) 
Leave Stratford-on-Avon for Tforcester
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 Badsey Growers Ltd., Littleton 
Visit to Pershore Co-operative Fruit Market Ltd,
Visit to Pershore Horticultxiral Institute 
Visit to Land Settlement Association’s estate at Newent 

(Smallholders' co-operative)
Leave for '3.oucester

Leave for Melksham (i7iltshire)
Visit to Mill and Grain Silos of 1 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



Appendix C to

Doc-ument AC 2/59

Thursday, l8th June

21
(V)

Leave for Lyndhurst (Hampshire)
Visit Karapshire Cattle Breeders Society Ltd.

(Artificial Insemination Centre)
Visit to a Farners Machinery Syndicate at Farringdon 

(Hampshire)
Depart by coach to London for final dinner at 

Agricultixre House

Friday, 19th June Participants disperse
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ELEVENTH GENERAL CONFERENCE  

NEW DELHI , INDIA

REPORT ON EIGHTH STUDY TOUR FOR 
CO-OPERATIVE EIaPLOYEES

-  -argTanHV 'June ~ m T~ '

(prepared, bj’ the Secretariat)

(Referance; Item 2 of the Draft Agenda of the Standing Committee
on Agricultural Co-operation)

1, The eighth in the series of annual 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 Belgivim, Canada, Finland, Ita]iy, 
Netherlands, Norway, .SvTeden, 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 viras covered by a grant 
from UI'IESCO under its European workers' Educational Travel Program, UlffiSCO’s con­
tinuing support of the tours is keenly appreciated both by IFAP and by the indivi­
dual participants y;ho benefit from it.

ht The host organization was the National Farmers* Union of England and ITales,
•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 Secretary of the Agricultural Central Co-operative 

Association accompanied the tour througliout. The Horace Plionkett Foundation ' 
kindly made available a member of its staff to serve as interpreter,

•5« 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. It simply tries to define (as in reports from previous IFAP study tours) 
the characteristic features of agricultural co-operation in England today and to 
surest so»e 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 agricultiiral production of 60 
per cent compared vd.th 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 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 fo o d , and

___________________  / . . .  ____



the government , bridges , the gap jDstweexi the average market price'and a standard 
price (previously determined at annual price reviews). The current support 
measures have resulted ^ ..a  riore satisfactory level of income than before the v;ar, 
when farmers may well have felt that their situation Tras so insecure that their 
own efforts, through co-operatives and other'/dse;, could not alone bring about a 
substantial improvement.

7. l^atever the reason, this period did not see any spectacular development in 
agricultural co-operation. On the other hand, since the end of the war, Virith the 
Agricultural Act of 19^7 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 192ii, was realized after the Second “’orld Ifar, Mo doubt the 
climate of greater understanding for the problems of farming and its importance ±» 
the national economy  ̂ noticeable in the past fifteen or ti'/enty 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 
goverranent.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 bjr law, vary considerably from one board to another but may 
include price-fixing at all stages, control of marketing and suppliesj setting of 
grades, etc. The directors of the marketing boards are partly elected farmer 
representatives and partly government nominees. Marketing 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 formed for hops, tomatoes, potatoes, and wool,

10. The existence of certain marketing boards since 1933, and the possibility of 
forming nev7 ones, have certainly influenced the development of co-operatives, 
perhaps mainly in a negative way. The Iviilk Marketing Board, for instance, with 
its very wide povrers, 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 nov v/ork, 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 vihat might other’/d.se be co-operative 
functions on the national market, leaving the co-operative idth 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, Y/here laarketing 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 afid in turnover, A supply 
society can start in a very modest nay, buying a few tons of fertilizer in bulk for 
distribution to its members, perhaps even ?/ithout paid staff or premises of its ovm, ■ 
The risk is correspondingly small, A marketing society, on the other hand, often 
has to lYork right from the start on a bigger scale, vdth consequently greater capi­
tal requirements and greater risks. TJhatever the reasons, the largest farmer co­
operatives in: England today are almost vdthout exception societies whose primaiy 
function is to supply fanning 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 VJholesale Society, as there does not exist ar̂ y central supply 
organization of the agricultural co-operative movement. Another significant point 
is that many developments in the marketing field have been undeirbaken 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 fanner or for co-operatives themselves, 
Scffiie attempts have been made in recent years, by the N.F.U. in collaboration m th 
A.C .C .A ., to remedy this situation in certain fields; mention can be made for 
instance, of the Agricultural Finance Federation Ltd. (vri.th which the Co-opera'tive 
TSholesale Society is also associated) which finances hire purchase for farmers 
through their co-operatives. It T d .l l  probably remain true, however, for some time 
to come that farmers and their co-operatives have to rely m^nly 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 tov/ards 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 conatruc- 
tion to be found in countries like Denmark, Sweden, or the Ifetherlands, It has 
developed, until veiy recently, without central planning - which is not altogether 
a critician, since spontaneous grovrth, even if  random, can be very durable. In 
the field of supply, farm co-operatives are strong and have some possibilities 
stiH  \inexploited 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 fanner 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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miESGO/lFAF STIIDI TOUR FOR CO-OPERATIVE aPLOYBES

TOURKEE D»ETUDE Ul^PiSCO/FIPA POUR SiffLOYES DE COOPER/iTIVES

England 9th-19th June 19^9 
Angleterre 9-19 juin 19^9

PARTIGIPAJJTS

BELGIUI^

BELGIQUE

GAJ-IADA

FBILANDE

ITALY

ITALIE

A. Evers

A. Van Hulle

H, MacLeod

Reino Karj'd 
Erik B. Reims 
Esko Tuominen 
Jouko Td'fe’dnen

Ugo Gontini-Bonaccorsi

Ivo Curotto

Bruno Martelengo

A. Spagnoli

Soerenbond Beige

2hf rue des Recollets
Louvain

Bocrenbond Beige 
2h rue des Recollets 
Louvain

United Gq-operatives of Ontario 

P.O. Box 527, Weston,- 
Toronto 1^, Ontario

Pellervo-Seura 
Simonkatu 6 
Helsinki

Gonfederasione Generale dell* 
Agricoltura 

Via Montebello 19 
Firenze

Federazione Italiana dei Gonsorzi 
Agrari 

Via Vininale 58 
Roma

Gonfederazione Nazionale Goltivatori 
Diretti 

Gase Ziglie 
Galvisano (Brescia)

Via Arezzo 2?
Roma
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NETHERLANDS

PAYS-3AS J.A. de Groot

P, Coeneinans

K, Tjepkema

¥,B, Oudejans

Instituut voor Landbouwcooperatie 

in Geiderland/overijssel 
Coohoornsingel 106 
Zutphen

Cooperatie Voorlichtingsdienst 
van de L.L .T .B ,

Landbouwhuis 
vJilhelToinasingel 25 
Roemond

Instituut voor Landbouwcooperatie 
in Friesland 

Beljestraat 1 
Leeuwarden

Instituut voor Land- en Tuinbouw- 
cooperatie in Uoord Holland 

Landbouwhuis 
Kerkplein 10 
Alkmaar

J .J .G , Jonker

N Om Y

NOR^GE

SWEDEN

SUEDE

YUGOSIAVIA

YOUGOSLAVIE

j^ivind Honsen

Ola Heir

Kurt Eriksson

Gunnar Gregell

Dragan Mosic

Ratko Kovacevic

Kationale CooperatievB Raad 
Groenhovenstraat 3 
Den Haag

WordiTî re og Rornsdal Slalcteri, 
Kristiansund N.

Landbrakets Sentralforb-und
Inkognitogt, 2
Oslo

Svenska LantmSnnens Riksforbund 
Stockholm

Sveriges Slakterif'drbund 

Stockholm

Bureau pour 1 •amelioration de la 
production agricole dans les orga­
nisations cooperatives.

Rue 1 Ilaja 13 
Boegrad

"Presse Cooperative"
Union generale cooperative de la 

RP de Croatie,
Rue Amruseva 8 
Zagreb
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P.R, Dodds

R. Hevrlett

TOUR lEADERS

Agricultural Central Co-operative Association, 

Agriculture House,
Knightsbridge,

London S.W.l

International Federation of Agricultural Producers,

Via Iser lli
Roma (l^jth-19th June)

P.O. Gorst

HvTTERPRETER

Horace Plunkett Foundation 
10 Doughty Street,
London IJ.C.l
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UNESGO/lFAP STUDY TOUR FOR CO-OPERATI\  ̂ ELTLOIEES 
ENGUND, 9TH/19TH JTJiJE 1959

Tuesday, 9th Jiine 

TiTednesday, lOth ô une

Thiirsday, 11th June 

Friday, 12th June

Saturday, 13th June

Sunday, ll;th June 

Monday, l5th June

Toesday, l6th June

?Jednesday, l?th June

program

participants assemble in London

Agri cult lore House, Knights bridge, S.¥.
Introduction to British Agriculture and Agricultural 

Co-operation 
Coach tour of London 
Leave Lovidon by night train

Visit to Head office of ’Jest Cumberland Farmers Ltd.
(General Purpose Society) at '̂Jhitehaven 

Depart bjr coach to Harrogate via Lake District

Visit to Yorkshire Farmers Bacon Factory (1932) Ltd, 
at Sharbum-in-Elmet 

Visit to Yorkshire Egg Producers Ltd, at Drighlington 
Return to Harrogate

Visit to National Farmers' Union Yorkshire North Riding 
No, n  Branch at York, and visits to a number of 
farmers in the vicinity 

Return to Harrogate

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

Visit to National Fairoers' Union tiitual Insurance 
Society Ltd,, Stratford-on-Avon 

Visit to Warwickshire Farmers Ltd. (Supply Co-operative) 
Leave Stratford-on-Avon for ¥orcester
Visit to Feedingstuffs Mill of T'orcestershire Farmers Ltd, 

(General Purpose Society)
Return to Stratford-on-Avon
Evening at Shakespeare Memorial Theatre

Visit to Shakespeare's birthplace
Visit to Littleton and Badsey 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 (3-oucester

Leave for Melksham (17iltshire)
Visit to Mill and Grain Silos of i/iltshire Farmers Ltd.

(Supply Co-operative)
Leave for Winchester (Hampshire)
Visit to Southern Coimties Agricultural Trading Society Ltd, 

(General Purpose Society) and representatives of Young 
Fanners Clubs 

Leave for Southampton

/.
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Thursday, l8th June

(V)

29
Leave for Lyndhurst (Hampshire)
Visit Hampshire Cattle Breeders Society Ltd.

(Artificial Insemination Centre)
Visit to a Farmers Machinery Syndicate at Farringdon 

(Hampshire)
Depart by coach to London for final dinner at 

Agriculture Hoiose

Friday, 19th June Participants disperse
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ELEVENTH GENERAL CONFERENCE  
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F O R E W O R D

1. IFAP’s Executive Conmittee decided at its May 1959 Session to tî  ̂ a new method 
of associating the Standing Coimnittee 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. Most 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 r>/ith their colleagues of the general fam  organiza­
tions in the policy discussions, this v/ould help to give co-operative vieivpoints 
their due influence in shaping IFAP resolutions. Once the policy discussions 
have started delegates from co-operative organizations v/ill 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, prod’jce 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 countriesj and the producer's r61e in adjusting 
production to demand.

The present paper is in three sections, each dealing with one of these topics 
and incl\Kies as a general conclusion a first draft, prepared by the Secretariat, 
of what might, after discussion and amendment at IJev/ 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 Comirdttee itself must formulate the recommenda­
tions to be submitted to the Conference which irill, after discussion and amendment 
if so decided, incorporate them in its oTm 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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1, The term integration is frequently used to describe a dual phenomenon; the 
tendency towards lai’ger economic units and towards unified management over wider 
areas of the economy. Such tendencies are visible in all sectors of a modem 
econcaiiy. 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 some 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 fom 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 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 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 fanners, 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 rais'ed 
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 vrith 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 unifom quality.
At the same time the farmers usually v/ejltjome such contractual arrangements y/hich,

A . .



by specifying a certain prige or price range,-provide an element of stability in a 

market subject to violent fluctuations. These older forms of contract farming, 
whi^e ^:mportantji^, certain regions, seldom account for a significant portion of 
national agricultiiral production,

it. Contract faming 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 vaiy 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 price to the producer is rapidly disappearing 
in the face of rising production aid falling market prices. The farmer usually 
undertakes to observe certain management practices and particularly the use of 
specified feeds manufactured or r«comtnended by the integrating concern. In the 
more extreme forms the integrator provides the livestock and necessary buildings 
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 hijn (in the more completely integrated systems 
mentioned abpve) with the most suitable stock and equipment, or with the credit to 
obtain them. He is thus able to produce, at lovr 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 tte consumer in the form of lovier prices and more xmiform 
quality, to the producer in the form of improved facilities and an (in the short 
term, at least) asstired market, and to the integrator in the form of the ample 
profits to be realized frcan 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 
provisipns 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 fanners. But whatever 
the terms of the contract it is clear that, in return for the technical assistance 
and an assured market, the famer 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 
ki^ds of contract; where the farmer supplies only land and works for a fixed wage,

A . .
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his whole status is changed. He ceases to be an entrepreneur. He becomes a wage-
eamer and one -#ho, being tied to his land and owning no livestock, equipment, or 
farm building's, fiads it very difficult to go into any other employroent and conse­
quently sooner or later is left with little 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 
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 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 
exists in the U.S.A. and Canada, In the past fifteen years there has been a hO- 
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
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 1 9 ^  was around 21-22 < 
cents per pound liveweight to the grower, had sunk by the spring of 1959 to arotind 
lU-l5 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' 
Tdth farmers, and to substitute bonuses for efficiency,

11. Even supposing that prices do not fall to the point where the integrated 
operators themselves cannot continue profitably, it remains that the average 
independent grower of broilers is already'-, and rail 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 sloivly and with precaution, A considerable 
escbension of contract farming in a few branches of production, resulting in a steep 
fall in prices, could have consequences that, leaving aside the h\iman, 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.S.A. and in Canada, widespread use of contract farming,in
livestock production, v/ith varying degrees of saturation of the market, and else­
where the beginnings of vfhat 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 v/hich farmer co-operatives 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 - has so far been generally hesitant. 
Miether 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 much 
to say that the T̂ hole future of farmer co-operatives may depend on decisions taken
in the face of the challenge of contract farming,

/ •  • •



34
lii. Various lines of action are theoretically open to farmer organizations. They 
could confine themselves to checking the terms of contracts between integrator ard 
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, through generally improved efficiency, to outdo the feed manufacturers 
and chain foodstores.

15. A supervision of contracts would be a useful but lir.ited measure. It has 
the advantage of being immediately applicable, since it involves^'neither basic 
principles nor big investments, and t^ouM 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 & 
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. 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 alternative 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 famer co-operatives maintain t.ech- 
nicians to advise members on such things as -feeds, fertilizers, and livestock 
husbandryj many also engage in processing and distribution, sometimss even as far 
as the final consumer. Marketing 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. In times 
of over-abundance many co-operatives will give their raembers 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 number of producers 
who, under the contract,iaccept 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 caiditions - 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, v/here an introductibn 
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 eoctension of contract farming TJill 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 'V̂ o cannot 
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 
vaiy 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. I'There consumer co-operatives are fairly strong, this 
would provide assured outlets for large quantities of farm produce sold by the 
farmer co-operatives. Even within the agricultural co-operative movement there is 
room for greater co-ordination between its various branches, extending in some cases 
to a measut’e of integration,

21. The economics of contract farming are vitally affected by governnffint policy. 
Ivhere the product concerned enjoys some measure of price support, operations are 
simplified. The integrator Icnows in advance Ŷ hat his minimm 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.. Moreover, governments vdll 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 vdll 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, hov/ever, which is the classical example of contract 
fanning, does not enjoy price support either in the U.S.A. or in Canada. If  the 
integrating concerns can give contracting farmers technical sdvicej credit, an 
assured market, and premiums for efficiency that farmers find satisfactory and 
even attractix’-e, 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 ensiires 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 playisd the other way rovind, liTiat 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 vfith 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 itens. The customers will not stop coming to the supermarket 
just because it charges another cent per pound on broilersj 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.

2k. 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 cannot exploit this strength ¥/ith the same flexibility as a private 
company. llfhile it is probably true that most multi-purpose co-operatives from 
time to time finance one activity with sui'pluses 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. YiThere 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, fanner 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 mth 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 ty 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 Europe, it might be possible to reach satisfactory arrangements with the 
consumer' co-operative movement in the first plabe, 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 governraent 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 sane - amazing advances in pro<
duction techniqueSj and a complex of government agricultural support policies 
affecting immediately the coranodities 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, beyorid noting that farmers and

their organizatjfbns alone cannot be expected to solve them.
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CONCLUSIONS

Section A
- 7 - Dociuaent AC 3/^9

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 Aiverica, and may spread in other parts of the 
world in the near future,

2, Contract farming as operated in I'forth America by private interests 

(feed manufacturers, food processors, chain stores, etc.) was first 
con<jeived 'tib satisfy the needs of a mass consuruer market with high 
purcffasing power, by ensuring a regular and abundant supply of a 
standardized quality product. To those farmers v/ho can obtain con­
tracts -with the integrators it offers various combinations of finan­
cial baking, technical guidance, and a certain measure of security

 ̂ itjieir^prodi^c îon,-, - ' . , ■

'■'3» There are, hcnvever, 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 techniquesj in 
the United States, for instance, it has implanted large-scale 
broiler production in areas which only a few years ago raised a 
negligible quantity of broilers. In Canada the price of broiler 
'meat has sunk to a level at vfhich even integrators have suffered 
severe losses,

U. 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 pr.oducer is often unable to secure a 
contract even if  he wishes toj 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 entrepreneur into a wage worker.
All 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 farm-ing 

population,

6, Farteer 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 T/idespread phenomenon. They must be able to give • 
advice and, where necessary, protection to their members, l^ere 
contract farming has taken hold, the veiy existence of some farmer 
co-operatives for instance, those manufacturing and supplying

- feedingstuffs - may be threatened.
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7. 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 faimer (though this latter v;ould more suit­
ably be undertaken by a general farm organization). But if they 
wish to ojcercise a more decisive influence - as they should - the 
question that has to be answered is, should co-operativas themselves - 
move into contract farming?

8. Farmer co-operatives in many cases provide their members T/ith 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 ̂ hem by con- ^
tract, while the co-operative is open to all farmersThas jaf^on- 
trol over their management practices, and often no eifective con­
trol jOver their marketing. The integrator is there to make profits, 
and in so doing may also serve the interests of a number of selected 
farmersj tlap co-operative is there to serve a.11 f a v m e v s C 4 ^

9. It is clear, therefore, that for fanner co-operatives in rmnj 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. It could no longer be considered 
as a \mifying force. .

f fM,
10, Rather than embark on such a course - which, from the viewpoint of ^

the economy as a Tjhole, could have the disadvantage of encouraging T ju ^  
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 are numerous possibilities: integra­
tion between the local, regional, and national echelons of a given 
branch of co-operation. Integration bStween m.3rketing, supply, and 
credit co-operatives at all levels, integration - or at least co­
ordination - between the rural and 'Ehe 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, ass’ored outlets for their products 
(one of the strengths of the contract farming system in North 
America as practised by or in conjunction ivith chain foodstores and 
supermarkets).

11, 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 con̂ jleraent 
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 community as a whole. It must be stated 
emphatically that the farmer who contracts vri.th 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, IWhat- 
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 frequently used to describe a dual phenomenon: the
tendency towards larger economic units and toTmrds unified management over wider 
areas of the econon^. Such tendencies are visible in all sectora of a modem 
econcOTiy, Even in agriculture, lYhere 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 seme 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 
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 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 imder the-heading 
of "horizontal'integration" as they unite a homogeneous categorj^ 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 vfhen they engage in collection 
of the crop from the farmer, in its processing and distribution to wholesalers o r • 
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 tiiat, we are convinced, has special virtues and it is necessary to 
examine hcfw'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 canh^-. 
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 produ,Q^ers, 
it is liable to find itself Y/ith 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 quality, '
At the same time the farmers usually ¥?elcome such contractual arrangements which.



by specifying a certain j r  ice or price range,, provide an element of’ stability "in a" 

market subjeit'Ho violeiit^fluctuations. These older forms of contract farming, 
while important in certain regions, seldom account for a significant portion of 
national agrieUJJbural production.

ii. Contract fanning 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 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# jn 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 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 r«commended by the integrating concern. In the 
more extreme forms the integrator provides the livestock and necessary buildings 
and equipment, lays donm 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 econmic 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 them. He is thus able to produce, at low unit cost, a regular supply of
a h i^ ly  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 lov̂ er 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 frcan mass markets for his feeds on the one hand and for his 
pig and poultry meat on the other. But there are also drawbacks ani 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 on!ly 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 retum 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 contractj where the farmer supplies only land and works for a fixed wage,

A . .
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his whole status is changed. He ceases to be an entrepreneur. He becomes a wage- 
eamer and. one Tiho, being tied to his land and oiiming no livestock, equipment, or 
farm buildings, finds it very difficult to go into any other employiaent and conse­
quently sooner .or later is left with littlef 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 
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 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 
exists in the U.S.A. and Canada. In the past fifteen years there has been a kO-
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
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 smk by the spring of 1959 to aroimd 
lU-l5 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.

11, -Even supposing that prices do not fall to the point where the integrated 
operators themselves cannot continue profitably, it remains that the average 
independent grower of broilers is already, and rail be increasingly, faced with 
extremely serious diffidulties. 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 ty governments and non-agricultural interests, that 
this process can only be allowed to act slov/ly and with precaution, A considerable 
extension of contract farming in a fevr 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
organizations: in the U.S.A. and in Canada, widespread use of contract farming in
livestock production, T/ith varying degrees of saturation of the market, and else­
where the beginnings of what may be a similar development. Farmer organizations 
caxmot be indifferent, nor can they afford to remain for long without a defined
policy. Their task - in ?^hich farmer co-operatives must play an important part -
is to secure for fanners (and for consumers) the benefits of the most effective 
production methods virhile protecting them from possible abuses of the contract farm-

system and from a too rapid expansion of output.

13, It is not surprising that the attitude of farmer co-operatives in the tvro
countries mainly concerned - U.S.A. and Canada - has so far been generally hesitant, 
l^ether 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 much 
to say that the whole future of farmer co-operatives may depend on decisions taken
in the face of the challenge of contract faming,

/• • •
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lli. Various lines of action are theoretically open to farmer organizations. They 
could confine themselves to checking the terms of contracts between integrator ard 
farmer, pointing out any unfairnesses and seeking to get them remedied. They 
niight 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 tiy, throueh 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 y;ould 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 unclianged. No amount of supervision ty co-operatives would prevent a 
hardening in the contracts once the integrators were in a position to impose their 
'bspius*

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 alternative to contracting with 
the private integrator,

17. The real choice for co-operatives wishing to intervene decisively therefore 
lies between adopting contract fanning 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 famer co-operatives maintain tech­
nicians to advise members on such things as feeds, fertilizers, and livestock 
husbandry) many also engage in processing and distribution, sometinBs even as far 
as the final consumer. Marketing 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. 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. Bat 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 obligations and restrictions on their 
freedom of action. With these restrictions co-operatives ODuld 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 6ut- 
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, v/here an introduction 
of contracts would inevitably mean accepting some and rejecting others, the

/ . . .

Section A

Document AC 3/59 - ii -



Section A

- 5 -  4 3  Document AC 3/59

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 ojctension of contract farming Y/ill 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 cannot 
obtain a contract with a private integrator, with serious consequences for their 
powers of competition and, indeed, their vrhole status.

20. The scope for co-operative integration, and the forms it may take, naturally 
vaiy from, one country to another and from one branch of agilcultural 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, Yfhere consumer co-operatives are fairly strong, this 
would provide assured outlets for large quantities of farm produce sold by the 
farmer co-operatives. Even within the agricultural co-operative movement there is 
rooffi for greater co-ordination between its various branches, extending in some cases 
to a measure of integration.

21. The economics of contract faming are vitally affected by government policy. 
Ivhere the product concerned enjoys some measure of price support, operations are 
simplified. The integrator knov/s in advance v/hat 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. Moreover, governments m il  be keeping a strict watch on volume of pro- 
di'ction 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 v/ill 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 ccaicems 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. IvTiat 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 vdth 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 iteris. The custoraers will not stop coming to the supermarket 
just because it charges another cent per pound on broilersj 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.

2J,. 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 cannot exploit this strength ifrlth the same flexibility as a private 
company. lOiile it is probably true that most multi-purpose co-operatives from 
time to time finance one activity T'ith sm-pluses 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. Where 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 
TiTithin 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.

2$, As for the retail outlets, faimer co-operatives are generally not yet in a 
strong position. Few of them possess their oivn 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 vjith 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 Europe, 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 Tfheat and no doubt less 
intractable. The basic causes are, however, the sane - amazing advances in pro­
duction techniques5 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 Commit,tee  ̂ after full discussion of the present paper, and the problems 
it raises, may ¥irish to draw to the attention of the General Conference the follow­
ing points 5

1, Contract farming - a form of the general phenom-enon of integration 
which characterizes all sectors of a modern economy, including co­
operatives - is widely applied in certain branches of agricultural 
production in North ALErica, 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 pov/er, 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.
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3. There are, hoiTever, several dangers inherent in these methods.
Perhaps the greatest is that of over-groduction. 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 quantity of broilers. In Canada the price of broiler 
meat has sunk to a level at Tfhich even integrators have suffered 
severe losses. - ,

U, 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 entrerrenenr into a wage worker.
All 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 iTelfare 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 vfidespread phenomenon. They must be able to give 
advice and, vfheve necessary, protection to their members. Vi/here 
contract farming has taken hold, the very existence of some farmer 
co-operatives - for instance, those manufacturing and supplying 
feedingstuffs - may be threatened,

/ , , ,
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7. Co-operatives can give a certain amount of fringe protection - for 
instance5 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 v/ould raore suit­
ably be undertaken by a general farm organization). But if they 
wish to exercise a more decisive influence - as they should - the 
question that has to bo answered is, should co-operatives themselves 
move into contract farming?

8. Farmer co-operatives in many cases provide their members with most 
of the services and advantages offered bĵ  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 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 
farmersj the co-operative is there to serve all farmers.

9. 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, (It could no longer be considered 
as a unifying force.^

10, Rather than embark on such a course - which, from the viewpoint of
the economy as a v;hole, 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 are numerous possibilities: integra­
tion betareen the local, regional, and national echelons of a given 
branch of co-operation, integration betv/een 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, ass’ored outlets for their products 
(one of the strengths of the contract farming system in North 
Anierica as practised by or in conjunction vjith chain foodstores and 
supermarkets).

11. 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 community as a whole. It must be-stated 
emphatically that the farmer who contracts m th  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 fellov; farmers.
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NEW DELHI , INDIA

AGRICULTURAL CO-OPERATIVES AMD PJTEGR.4TI0H (COi-TTR/.CT FAmilNG)

(Prepared by the Secretariat)

(Reference: Item 3 of the Draft Agenda of the Standing Committee
on Agricult’oral 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 modem 
econonQT, Even in agriculture, where they are generally harder to carry through 
than in other sectors, many countries shov; 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 imiltiple forms that these tendencies 
can take, the proolems pe’CTill'ar to each sector of economic activity, nor even the 
factors - including some 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 fom 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 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 category of persons - 

farmers at the production end of the chain, consumers at the distribution end, and 
many groups in between, &at it is clear that farmer marketing co-operatives, for 
instance, realize a degree of vertical integration Ŷ hen 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 hovvr 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 vri.th 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 vdth 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 quality.
At t h e  same time the farmers usually v/elcome such contractual arrangements Y /h ic h ,
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by specifying a certain price or p*c’ice range, provide an Velement of stability-in a 

market subject to viplent fluctuations. The.se older forms of contract farmi&g, 
while important in certain regions, seldom account for a significant portion of 
national agricultural production.

ij.. 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-Virar years.
The products raainly 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, Similat methods are beginning to be used in some European 
countries and are almost sure to be more ifidely adopted in the immediate fut'ure,

5. The main types of arrangements that are included under the general heading of 
contract fanning 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 contracti,ng in advance v/ith the integrator'- usually a feed manufacturer, . 
food processor, or chain store - to sell certain quantities (of broilers or hog's, 
for instance) at specified periods and for specified price premiums. The earlier 
practice of guaranteeing a specific r,rice 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 m.anufactured or recommended by tlie integrating concern. In the 
more extreme forms the integrator provides the livestock and necessary buildings 
and equipn\pnt, lays down in detail the managem.ent 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. Theĵ  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) v/ith the most suitable stock and equipment, or with the credit to 
obtain them. He is thus able to produce, at lovr 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 Tidth present-day economic trends. It can 
bring advantages to the consumer in the form of loTver 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 tĥ e 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 vdth farmers’ and whose aim 
is to make as big profits as possible. This is trae even for the less extreme 
kinds of contract^ y/here 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 one who, being tied to liis land and oTming no livestock^ eq-’oipment  ̂ or 
farm buildin^’ŝ  finds it very difficult to go into any other employnaent and conse-- 
Quently sooner or later is left with little 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^ ccmpetition might continue be­
tween the integrators but given the scale of o'oerations 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 becone 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 imme.diate, 
hoY/ever, 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 UO- 
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
tract, The corresponding figure in Canada would be arqund 80 per cent. The 
price of broiler meat in Canada, which in the first half of 1958 was around 21-22 
cents per pound livev/eight to the grower, had smk by the spring of 1959 to around 
lll-l5 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 
exjjlains their recent tendency to elimdnate the price .guarantees in contracts made 
mth farmers, and to substitute bonuses for' efficiency.

11., ;[jVen supposing that prices do not fall to the point where the integrated 
operators themselves cannot continue profitably^ it remains that the average 
independent grower of broilers is already, and will be increasingly, faced with 
extremely serious difficulties. Mot everj/ farmer T/ho wishes can obtain a contract. 
Integrators discriminate, and not every region is covered. The classical, text­
book an̂ iTer 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 fevr branches of production, resulting in a steep 
fall in prices, could have consequences thatj 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
organizati.-^ns: in- the U.S.A. and in Canada, ladespread use of contract farming in
livestock production, vfith varying degrees of saturation of the market, and else- 
^where the beginnings of what ma}̂  be a similar development. Farmer organizations 
cannot be itidifferent, nor can they afford to remain for long without a defined
policy. Their task - in which farmer co-operatives must play an important part -
is to secure for farmers (and for consuiiiers) 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 tiYO
countries mainly concerned - U.S.A. and Canada - has so far been generally hesitant. 
TTiether 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 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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by specifying a certain price or plŝ ice range, provide an'.element - of stability in a 

market subject to violent fluctuations, The.se older forms of conti'act farmiug^ 
Tfhile important in certain regions, seldom account for a significant portion of 
national agricultural production.

ij.. 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 integration. In the milder 
forms the individual farmer remains the owner of land, livestock, and buildings, 
T^hile contracting in advance vath 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 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 recomraended by the integrating concern. In the 
Diore extreme forms the integrator provides the livestock and necessary buildings 
and equipnpnt, lays down in detail the managem.ent 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 econoinic and 
technical needs of the North American market. They make available to the rela-. 
tively small producer - but not to the smallest, ivith whom the integrators generally 
refuse to contract - the latest findings of research on the feeding and management 
of poultry and' hogs. They provide hijn (in the more completely integrated systems 
mentioned above) v/ith the most suitable stock 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 North American food 
market.

7. Thus contract farming is in line I'dth present-day economic trends. It can 
bring advantages to tlie 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 drawbaclcs 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 betvreen 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 saiT£ 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 vdth farmers' and ¥fhose aim 
is to make as big profits as possible. This is trae even for the less extreme 
kinds of contract; where the farmer supplies only land and works for a fixed viage,
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his whole status is changed. He ceases to be an entrepreneur. He becomes a wage-
earner and one vmo, being tied to liis land and ovming no livestock, eqjjipment, or 
farm building’s, finds it very difficult to go into any other employment and conse-- 
fluently sooner or later is left with little 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- 
tvreen 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 terras of the contracts between 
integrators and farmers would no doubt beconK 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 imme.diate, 
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 I|.0- 
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
tract. The corresponding figure in Canada would be sLround 80 per cent. The 
price of broiler meat in Canada, which in the first half of 1958 was around 21-22 
cents per pound livev/eight to the grower, had ŝ jnk by the spring of 1959 to around 
li|-l5 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 .gaarantees in contracts made 
mth farmers, and to substitute bonuses for efficiency.

11,. ;0ven supposing that prices do not fall to the point where the integrated 
operators themselves cannot continue profitably, it remains that the average 
independent grower of broilers is already, and r;ill be increasingly, faced vath 
extremely serious difficulties, Uot everj/ farmer T/ho wishes can obtain a contract. 
Integrators discriminate, and not evorĵ  region is covered. The classical, text­
book ansiirer 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 fsrmiing in a fe?/ 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 
organizatir^ns; in the U.S.A. and in -Canada, i/idespread 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-operatives must play an important part - 
is to secure for faimiers (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 - has so far been generally hesitant, 
FTiether 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 much 
to say that the vfhole future of farmer co-operatives may depend on decisions taken

in the face of the challenge of contract farming,
. , / • • •
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'lii. Various lines of action are theoretically open to farmer organizations. They 
could confine themselves to checking the terms of contracts betv;een 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 Yiilling to commit themselves more completely, 
they could by becom.ing contractors themselves or by engaging in other for ms' of 
action try, throu-h generally im_proved efficiency, to outdo the feed man’ofacturers 
and chain foodstores.

15. A supervision of contracts V’/ould be a useful but limited measure. It has 
the advantage of being imm.ediately a;;::'licable, since it involves neither basic 
principles nor big investments, and ‘.vould probably save indiiddual farmers from 
signing disadvantageous contracts. This supervision would be a matter primarily 
for general farm organizations. It Yv'ould, 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- 
cismi 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 alternative to contracting Tfith 
the private integrator.

17. The real choice for co-operatives wishing to intervene decisively 'therefore 
lies between adopting contract faiming 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- 
arj'' co-operative methods on the other, I'any farmer co-operatives maintain tech­
nicians to advise members on such things as feeds, fertilizers, and livestock 
husbandry5 many also engage in processing and distribution, sometirrjas even as far 
as the final consumer. Ilarketing 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. In times 
of over-abundance many co-operatives ivill 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 ser-vices strengthen the 
position of the individual grov/er 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 
liiTiited volumie of production and, consequently, for a limited number of producers 
who, under the contract, accept corresponding obligations and restrictions on their 
freedom of action, '’Tith these restrictions co-operatives could grant similar 
ten:is. But a co-operative - v/hich is essentially a non-discrim.inating association, 
open to anyone belonging to the category catered for - has to serve mder 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 - eould offer contracts to all its members, and to any other farmers in its 
area \vho might wish to become members. But in most cases, v/here an introduction 
of contracts ivould inevitably mean accepting some and rejecting others, the
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dangers of disunity and splitting up v/ould '-x- considerable. Once the idea of dis- 
crinination 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, 
Yfith an extension of contract farming i/ill tend to adopt forms of integration, other 
than contract farming, that Virill 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 ê left with the uneconomic producers who cannot 
obtain a contract with a private integrator, with serious consequences for their 
powers of competition and, indeed, their Y,̂ hole 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, ¥here consumer co-operatives are fairly strong, this 
would provide assured outlets for large quantities of farm produce sold by the 
farmer co-operatives. Even T^ithin 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 economiics of contract farming are vitally affected by government policy. 
T’here the product concerned enjoys some measure of price support, operations are 
simplified. The integrator Icnows in advance what his minirimm takings will be, 
regardless of the state of the market. At the same time, hovirever, the security 
given by price support may render contract arrangem.ents less attractive to the 
farmer. iJoreover, governments vfill be keeping a strict watch on volume of pro­
duction in order to ’lold its expenditure on the support program within acceptable 
limits, A very significant development in this respect is a recent statemient made 
by the Canadian Minister of Agriculture suggesting that the government v/ill 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" Tfill not be eligible to receive such payments,

22. The broiler industry,hoTfever, i^hich 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 te seen mainly in tv;o facts. The first is the 
ability of a large integrated enterprise to offset losses on one activity against 
profits on another. For a feed m.anufacturer, 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, ivith the broiler market firm and feed prices falling, the game 
could be played the other way round. '̂ Tiat 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 superm.arkets and chain foodstores. Sometimes 
these concerns engage directly in contract farming, sometimes they have an arrange­
ment Tifith 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 itens. The customers will not stop coming to the supermarket 
just because it charges another cent per pound on broilersj they may buy fewer 
broilers but the money saved r/ill ,̂̂ 0 on beef or pork or sonBthing else that the 
supermarket sells. On the other hand, ii 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.

2li. Hoy' are farmer co-operatives placed to take advantage of these two factors?
The  ̂big mlti-purpose co-operatives certainly have a sufficientIj;-vride range of 
activities5 but cannot exploit this strength ydth the same flexibility as a private 
company. jiTiile it is probablj^ true that most multi-purpose co-operatives from 
time to tine finance one activity Y-ith surpluses derived from another, there are 
often quite strict limits to such siction. The co-operative's function being to 
render services to its members-customers at -soraething 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 uncoianon, arid 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 ovm stores selling to the public (and 
then usually on only a small scale). Information available to IFAP is too sketchy 
to permit any firm statem.ent about the extent t' which farmer co-operatives may 
have arrangements iTith 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 the relationship between feed manufacturers and chain foodstores in the 
U.S.A. mentioned above, farmer marketing co-operatives must look for Yirays of pro­
tecting the retail market for their products. In a number of countries, particu­
larly in Europe, it m_ight be possible to reach satisfactory arrangemeiits 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 governraent 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, ho\''i'ev?r, the sane - amazing advances in pro­
duction techniauesj and a complex of government agricultural support policies 
affecting immediately the coiiimodities 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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(Reference: Item 3 of the Draft Agenda of the Standing CoriiiTdttee
on Agricultural Co-operation)

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 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 materially advanced 
countries, the success of farmers in adjusting their output upwards has been strik­
ing j their ability to reduce certain items of their production for iThich demand 
has declined has been generally disappointing. In the developing countries, a 
rapid increase in the production of almost all food is required, but Vifhile perfor­
mance has been variable it can be noted that, in general, rates of increase have 
been loT/er than those achieved by the agriculture of the more advanced countries.

2. There are many reasons, well Icnovm to all students of agricultural economics,
to account for this situation. ' They need not be recalled here. But one conclus­
ion can be drai’m that seems beyond cuestion; in present-day conditions it is not 
within the. power of farmers, by their omi unaided efforts,, to create and maintain
a satisfactory balance betvireen supply and demand. Let us leave aside such special - 
though highly important - cases as hogs, where the perfectly normal response of the 
producer to economic factors leads to a cyclical movement in vjhich eouilibrium is 
only attained to be immediately disturbed again. Let 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 today 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 vfith it. . ■'

3. In these circumstances it is hard to lay the main responsibility on the -pro­
ducer, He no longer virorks for a local m.arket whose needs he can forecast vfith 
accuracy. He is faced with many conditions which are artificial in the sense 
that they do not result from the unijnpeded interplay of supply and demand. These 
conditions can change abruptlj?" in a way that the individual farmer cannot be ex­
pected to foresee. Government measures are often taken, and have to be taken, 
T'rithout any certainty of the way in which farmers will react to them.

/



1|. This does not mean, however, that farmers can remain passive before the problem
of modifying supply in accordance ’\'ith demand. It is, after all,;ithe.|.r decisions 
that directly determine (subject.toj natural hazards) the volioine and composition of 
agricultural production. They are closest to the technical "'kid economic problems 
of si/vitching production., if it is unreasonable to require farmers to solve the 
supply-demand 'riddle by themselves, it is equally unreasonable for them to call on 
governments to do so, T/ithout first making a serious attempt to understand the main 
features of the situation existing today and to see liiiat action the agricultural
community 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 inc:ividual farmer’s problems and lines of thought but also into the wider econ­
omic issues, national and international.

5. First of all, a distinction must be made betvreen long-term and short-term 
adjustmentj the problems involved being very different. Long-term adjustment can 
be seen as the coniplete 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 
?ray or another, A considerable part of the functions of an agricultural 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 T/ell-integrated co-operative structure can respond fully to the require­
ments of each situation. The rfile of a p’orely 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 m th powers to direct the marketing 
of supplies produced b;̂  farraer 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. Jt is clear that such redistribution will alv/ays tend to 
take place, Tdth or without co-operatives. An integrated co-rp^v-fcive system, 
ho^vever, with information on supply and demand constantly floviir:,* i,x to a central 
point from all parts of the country, can ensure that the necessar- t.'ansfers are 
made as rapidly and as economically as possible, elii'iinating specul'-tion and bene- 

fitting its members.

7. The second method is a redistribution of supplies in time, tlu'-ough 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 vdthout refrigeration and vdth a low rate 
of loss. Butter can be stored for fairly long periods but only i--.lth refrigeration, 
and deterioration in quality is noticeable. Soft fruits can only be stored in 
deap-frozen form. 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 irar-ket at times of overabundance and selling v/hen 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, Llanjr agricul­
tural products have several uses, liilk is used for direct human consuiription, for 
butter, for cheese, and several other items. Potatoes are mainly grovm for human 
consiimption but poorer Qualities 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 information tiboub suppl;̂ r and demand 
in the various markets, can help its affiliated co-operatives to dispose of avail­
able quantities in the most advantageous nay, whether or not- the central co­
operative itself engages in the various kinds of processing.

9. A co-operative structure vdth sufficient control over marketing at all levels 
can thus be well-equipped to put supplies where they are needed, vihen they are 
needed; and in the form they are needed. ''any existing farmor co-operatives are 
doing just such a job for their members, and doing it efficiently, -ut in the 
situation prevailing today, with world supplies of some staples far exceeding 
effective demand, no amount of skilful handling can hide the eKistence of surpluses 
or counteract their depra.ieing effect on the markets. The efforts of the co­
operatives to match supply with demand by the methods just mentioned may thios have 
little practical result if total quantities produced continue to be in excess of 
the solvent demand for them, present or immediately foreseeable. Here the pro- 
blem.s 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 assumption has been that supply exceeds demand. This type of 
situation develops occasionally in Europe and North AiTierica, There are, of 
course, branches of agricultural production where increased output can be quickly 
absorbed, but a major preoccupation is to bring the supply of surplus commodities 
into line v/ith demand. The picture is completely different in the developing" 
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 tc discuss curtailing production any/rhere until much more 
serious efforts have been made to bring the superfluous plenty of the well-fed 
countries to the populations that go permanently hungry. This caniiot be stated 
too often, for there is always 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 part of the world may be used to 
alleviate malnutrition elsev/here. If the present Cori’erence is considering, in 
part, ways of limiting production of certain farm commodities in some areas of the 
^vorld, it is to some extent because of the failui's of governments to agree on con­
structive methods of using abundance internationally. The result is a situation 
in T/hich 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 tovrards 
the same end. At a time when free barket mechanisr.is are often m.odified bj;- govern­
ment interventions of various kinds, it seems that an urgent need is to kno’."/ more 
exactly how farmers react to given incentives and disincentives. Policies have 
frequently come to grief because the response of farrners, and others connected 
7;ith the farming business, to a particular set of conditions has not been correctly 
foreseen. Farmer co-operatives should be able to throv.- so:!ie light on these prob­
lems, thus aiding the agricultural policy makers in their difficult tasi^.
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12, Working in the other direction - back tovrards their members - the co-operatives 
should see that farmers are provided I'dth information on the general economic situa­
tion and prospects and on market outlook for the corjaodities they produce. In 
some coiratries official services do an excellent job of bringing such material to 
the farmer’s notice but elsGYj-here co-operatives could’- and often do - help their 
members to obtain a reliable factual basis for their major decisions affecting the 
farm enterprise.

13, Farmer co-operatives can do more thc.n this, however, and their effectiveness 
in the ■’/fider tasks springs from the nature of the relationships built up within thq 
membership and from the confidence enjoyed by the elected leaders. They can exer­
cise leadership in getting their members to think objectively'' about the big econ­
omic issues facing 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 commodities, even though such policies may sometimes 
seem attractive in the short irun,. Most co-operatives already trj'' to encourage 
Quality production by paying premiums to their members for the higher grades, or 
penalizing the lev; ones. ''.’Tien a conunodity is in chronic over-supply such regula­
tions can be tightened up, for in many cases it is only the poorer oualities that 
are in excess of demand. The effectiveness of these measures, at national and 
international level, depends of co’orse on the proportion of total production 
accounted for by the members of co-operatives, ■h.ere farmer co-operatives have 
only a modest share of production their efforts cannot make any substantial differ­
ence if other producers follow conflicting policies, and the result may merely be 
to increase the difficulties of the co-operatives.

111., Even where co-operatives are in a position to influence a large proportion of 
total production^ some reserves must be expressed concerning the ways in which they 
should exert this influence. In advocating production policies to avoid excess 
supplies, co-operatives must take care not to lay themselves open to the charge of. 
political partisanship. It is also clear that once they start urging their 
members to take certain roanagement decisions^ rather than merely giving them 
neutral dnformation on which to base their ovm judgment, co-operatives assume a 
moral responsibility which may later be translated into a kind of co-management.
Some of the im.plications are discussed in Document AC 3/59, Section A. The choice 
is an important one end should be made consciously^ not imposed by an automatic 
trend whose significance is overlooked until too late. These are matters for the 
discretion of co-operative leadersj they should be able to avoid the pitfalls and 
find appropriate m̂ ethods to enable farmers to do the utmost in their power tow’ard 
balancing.supply with demand.

15. Turning now to the situation of the developing countries, where large increases 
in food production are ’orgently needed, it seems that the scope for co-operative 
action is a ;,ood deal widerc It 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 unlc'o™ risks, ilany of the small farmers
in the developing countries are in such poverty that they have almost nothing to 
lose; indeed, their onlj'- prospect of improved living standards lies in increasing 
their output, and as this corresponds vath the most pressing need of their coun­
tries, governments and co-operatives alike can ivork wholeheartedly to this end,

16, This being so, whĵ  has not greater progress been achieved? The answer no 
doubt is to be found auite sirroly in the formidable obstacles that stand in the 
v/ay of this concerted drive. One is illiteracy, shutting off access to y/ritten 
sources of informxation on the sciences and techniques involved in agricultural

/ . . .



production and marketing, AnothGr 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, Pov;erful interests flourish b;r maintaining the farmers in a state of 
poverty and subjection, and defend their positions stubbornly. The role of co­
operatives in developing the eccnomies of these countries is discussed in Section B. 
Here it remains to add a v/ord about the specific aspect of this development with 
which the present paper is concerned,

17. The co-operative movements in the nevv'ly 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 
v/here they are influential; but the bulk of the co-operatives have a more or less 
official character. The reasons for this do not need to be en'umerated. As a 
consequence of their official origin, co-operatives are in nany cases regarded as 
an agency of government and are used as such - primarily in an attempt, 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-operatives of certain features of government policy. This rela­
tionship will undoubtedly delay the development of truly independent and self- 
governing co-operativesj 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 \mder a central direction that can only com.e from the 

government.
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CONCLUSIONS

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

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

2, In the materially advanced countries it generally proves easy to 
increase suppljr where dor.and is strongj more troublesome is the 
down'ward adjustment in supply of certain coramodities chronically 
or occasionally in surplus. In the developing countries, on the 
contrary, the overriding problem is to increase production.

3a 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 disegj-ilibrium often existing bet?/een supply and demand. Bat 
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 their difficult task.

i;. As regards the handling of given supplies in order to achieve the
greatest satisfaction of demand, this is a normal function of farmer 
co-operatives which can be carried out effectively by an integrated 
national co-operative structure. The various measures taken to 
this end can he classified as redistribution of supplies in place, 
in time, and in utilization. In exercising tiiis function farmer 
co-operatives are daily making a valuable contribution to the adjust­
ment of supply to demand. Their efforts may, however, be nullified 
if supply is greatly in excess of demand.

5. The fundamental problem is therefore that of adjusting suppl;/ at 
source. In terms of the nutritional needs of the world's popula­
tion as a whole there are no surplus supplies, and IFAP, along Tirith 
other organizations, has always urged governments to co-operate 
internationally in using the overabundance of one country or contin­
ent to feed the hungry elsewhere. The failure to achieve a con­
structive solution of the problem on a large scale has necessarily 
emphasized the negative aspects of surpluses and led to consideration 
of vfays of limiting them,

6, The contribution that farmer co-operatives can make to this end is 
subordinate in almost all cases to government 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 varioiis commodities, to encourage quality production, and in 
general to avoid policies that might aggravate over-production.
They should also be able to throve light on the way farmers react to 
certain incentives and disincentives, for the benefit of government

/ . . .



policy-makers. In these activities co-operatives must take care 
not to encroach on the independent management functions of their 
members,

i

7. In the developing countriea, 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 ¥/illingness on the part of 
the farmers to use modern production methods and to co-operate vdth 
one another in marketings supply^ and the provision of other services. 
At present, the co-oporative movements in most of these countries are 
in varying degrees government-sponsored, and their policies are often 
laid dovm by the authorities rather tlian freely arrived at by the 
members. T/hon more independent co-operatives develop, they will no 
doubt continue to collaborate closely vath government in encouraging 
increased agricultural production, since this is so clearly in the 
interests of all, and their indepondence should give their counsel 
greater -vv-eight Tjith the farmers.
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ELEVENTH GENERAL CONFERENCE  

NEW DELHI , INDIA

RECENT DEVELOPrS?JTS IN 
AGRICULTURAL BITEGRATIOLI IN HORTH AISRICA

(Prepared by the Secretariat)

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

1, Since World Tfar II there have been numerous developments, throughout the world,
in the direction of expansion of the sizes of individual agricultxiral producing or 
marketing units (horizontal integration) and toiYard the bringing together under 
individual managements, especially throufrh contractual arrangements, of production, 
processing, and marketing functions in the field of agriculture (vertical integra­
tion). The most strikinp; of these latter developnents 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 animal 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 cai^ of livestock
and poultry^ and (c) the need to 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 Meeting of North American members of IFAP, held in Ensenada,
Mexico, in :’arch of this year, a discussion paper entitled "Integration of Agricul­
ture in North America" yras prepared.- This paper contained, in the last section,
a somewhat detailed account of developments, on a cor.imodity basis throu^ the year 
1958 in North America, in the field of vertical integration. In a si^pplement 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 Mexico - 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 irjarketing 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 integrated, 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 YiTill probably be run on a corporate, rather tten family 
farm, basis.

"3. In respect to; livestock and poultry, the trend toward azi expan­
sion in the number of animal units handled in a single operation 
also will continue. 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 .

"li. These 'integration' developments pose a serious threat to the 
'small' producer who lacks the land and equipment 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 
r61e in all these developments if, through increased size and 
improved management, they put themselves in a position to do so.

"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 coriimercial 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. Vfhat seems obviously required is effective co-operation between 
the producers and the governments concerned - on both a national 
and an international basis - to keep production mthin hailing 
distance of the effective demand. Without such co-operation the 
'surplus problem', in a still more aggravated form, is likely to 
extend, indefinitely, into the future."

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 the picture up to date. These 
further developments are described, in the following paragraphs, on a commodity 
basis.

Poultry and Eggs

U. .Broilers continue to provide the outstanding example of "contract fazmixig" 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 sojoe 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 
pricej 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 follovf certain production and handling 
practices T^hich tend to enhance quality; (2 ) contract production, in which private 
companies make agreements with individual farmers for the latter to produce eggs 
from hens oTmed by the companiesj and (3 ) large oY/ner-integrator operations wloich 
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 operatd.ons, 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 
tovrard a marked increase in the sizes of laying flocks. (Fevf 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. Consequently, many former relatively small egg producers 
who are unsble, or unwilling, to meet contract specifications, or who cannot 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 b een 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 Ij-Ii cents per dozen for Grade A basis Montreal.) 
This has led to substantial purchases of eggs by the Agricultural 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
cient to make up differences in the prices they actually receive in the market and 
the government price support level. Tiiis would permit limiting payments to parti­
cular quantities, or quotas, and, as the Minister explained, would ireke it possible 
to "withhold payment from commercial organizations operating under the so-called 
'vertical 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 becone involved in an unlimited egg-baying program.

Hogs

7. In the case of hogs, recent developments in Canada have been,, perhaps, more 
significant than those in the United States, Of the former, the most interesting 
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 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 groimd that it ?;ould "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 unitsj (b) increased activity by supply and marketing co-operatives in the 
fields of hog production and marketing; and (c) the establishment by o-̂vner- 
integrators of very large production units. It will be of interest to consider 
the areas of the United States in v/hich 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 lovi'a and Illinois, in which the tradi­
tional independent corn producer/hog raiser predominates. It is, therefore, in 
this area in which packers and feed manufacturers 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, vfhich 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 Mississippi where the Ifississippi Federation of Co-operatives is 
actively heading a program designed greatly to expand hog production in that State. 
In the Corn Belt 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 manufacturer of feed for hogs and other livestock. It is establishing 
swine-testing stations at tvro 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. Most recently Consumers Cooperative Association has 
purchased, for $850, 000, a meat packing plant vath a capacity to handle 10,000 hogs 
weekly, in Denison, lovifa. 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 ovmer-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 T/ith a viev; to'making substantial profits by producing 
and selling hogs in predominantly deficit hog producing areas. It remains to be 
seen virhether these profits will be realized in the approaching period of la;fge hog 

marketings and lower prices to producers.
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12. There is little new to report on integration developments affecting beef cattle 
and milk cows. The number of comrercial feed lots for beef cattle continues to 
increase, especially in the "Western States of the United States. A substantial 
part of the cattle fed in these lots are handled on the basis of contracts between 
herd ovmers 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 chainstores with the feed lot operators. Some ox the 
lots are handled by co-operatives. An interesting 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 vath the owner paying for his pro­
portionate share of feed, medicine, etc. The main advantage of this system to the 
owner of a daiiy 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.
But while this operation started only about two years ago on the basis of handling 
herds of neS'by farmers, it now appears that a considerable proportion of the herds 
handled are owned by businessmen in Eastern United States who have been attracted 
by the apparent profit making possibilities.
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ELEVENTH GENERAL CONFERENCE  

NEW DELHI , INDIA

RECENT DEVELOP!i:?lTS IN 
AGRICULTURAL BITEGRATIOII IN NORTH AII5RICA

(Prepared by the S e c re ta r ia t )

(Reference: Item 3 of the Draft Agenda of the Standing Committee
on A g r ic u ltu ra l Co-operation)

1. Since Iforld ]7ar 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 inanagements, especially through contractual arrangements, of production, 
processing, and marketing functions in the field of agriculture (vertical integra­
tion). The most strikin?^ of these latter developnents 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 animal and poultry husbandry, have been motivated chiefly by three 
considerations: (a) the desire to dispose of abundant supplies of manufactured
feedj (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 to 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 feeting of North American members of IFAP, held in Ensenada,
Mexico, in  I'^arch of t h is  y e a r , a d is cu ss io n  paper e n t it le d  ’’In teg ra t io n  o f A g r icu l­
tu re  in  North America" was prepared . Th is paper conta ined , in  the la s t  s e c t io n ,
a somewhat detailed account of developments, on a coDjnodity basis throu^ the year 
1958 in North America, in the field of vertical integration. In a supplement to 
the Ensenada paper an attempt v̂ as made to summarize the principal integration 
developments, up to the beginning of 1959, in the three countries concerned - the 
United States, Canada, and Mexico - and to present certain conclusions as to their 
significance. The sumraary 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 integrated, 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 
toviTard an expansion in the sizes of the ^production unit - the 
individual farm. ■■•■'An increasing pibportion of these large farm ■ 
units will probably be run on a corporate, rather than family 
■farm, . basis. .■ ■ ,, •

In respect to livestock and poultry, the trend toward an expan­
sion in the number of snlmal units handled in a single operation 
also will continue. 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 .

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

"5. Co-operative organisations can play an increasingly important 
rSle in all these developments if, through increased size and 
improved management, they put themselves in a position to do so.

"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 appli^  
not only in the established commercisl areas but also - and to an 
increasing extent - in nev/ areas. (Perhaps the best exam.ple 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 Tirhich may prove very attractive to the efficient and 
energetic, integrator.

"8. “ihat seems obviously required is effective co-operation betTfeen 
the producers and the governments concerned - on both a national 
and an international basis - to keep production mthin hailing 
distance of the, effective demand. 17ithout such co-operation the 
'surplus problem', in a still more aggravated form, is likely to 
extend, indefinitely, into the future."

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 virhich should be noted here in order to bring the picture up to date. These 
further developments are described, in the folloiving paragraphs, on a commodity 
basis,

Poultiy and Eggs

U. Broilers continue to provide the outstanding example of "contract faming" 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 seme 
parts of Canada are raised on sone kind of a contract basis. There has also

, / . . .

Ai:;vondi:: i, to

' JOGument AG 3 / 5 9  - 2 -

~  6 ^



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 s guaranteed income, present day 
contracts are emphasizinp 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, hov/ever, 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 Virhich tend to enhance quality; (2 ) contract production, in which private 
companies make agreements with individual farmers for the latter to produce eggs 
from hens ovmed by the companies! and (3 ) large ov/ner-integrator operations wliich 
handle upvrard 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 
toTirard 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. Conseouently, many former relatively small egg producers 
who are unable, or unwilling, to meet contract specifications, or who cannot 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 b een 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 coramitment by offering to buy eggs 
at a stipulated price (at present iilj. cents per dozen for Grade A basis Montreal.) 
This has led to substantial purchases of eggs by the Agricultural otabilization 
Board and, in turn, has led to a pros pective change in the governJTient' 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
cient to make up differences in the prices they actually receive in the market and 
the government price support level. This v̂ ould permit ILmiting payments to parti­
cular quantities, or quotas, and, as the Minister explained, TiTould make it possible 
to 'Withhold payment from com'nercial organizations operating under the so-called 
•vertical 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 becone involved in an unlimited egg-buying program.

Hogs

7. In the case of hogs, recent development’s in Canada have been, perhaps, more 
significant than those in the United States, Of the former, the most interesting 
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 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 resiilt of this announcement, three of Canada's 
largest feed manufacturers have decided to curtail their contract operations ?/ith 
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 arply countervailing duties on imports of 
Canadian hogs in the event the government adopted deficiency cayments,

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 cf a large number of individual farmer 
owned unitsj (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 v/hich 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 Imia and Illinois, in which the tradi­
tional independent corn producer/hog raiser predominates. It is, therefore, in 
this area in which packers and feed manufacturers can most readily find experienced 
and capable hog producers ifho 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 [Mississippi where the Mississippi Federation of Co-operatives is 
actively heading a program designed greatly to expand hog production in that State. 
In the Corn Belt 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 manufacturer of feed for ’:ogs and other livestock. It is establishing 
swine-testing stations at tvro locations in Iowa mth a viev/, mainly, to encouraging 
farmers to turn to the production of meat-type animals which United .States consumers 
are increasingly demanding. iiost recently Consianers Cooperative Association has 
purchased, for $850,000, a meat packing plant Ydth a capacity to handle 10,-000 hogs 
weekly, in Denison, Iowa. These operat_ons 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 omer-integrator operations (one. .of which aspires to an annual 
turnover of 100,000 hogs) are to be found main,ly in the Southern States including, 
for this purpose, the State of Missouri. These operations have been started main­
ly by individual businessmen with a via?’ 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 Milk Cows

12. There is little nevf to report on integration developments affecting beef cattle 
and ndlk cot/s . The nur.iber of corninercial 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 oivners and the feed lots witn the foraer retaining title to the animals until 
they are sold for slaughter. Another^ and perhaps greater part, consists of con­
tracts made by packers and chainstores with the feed lot operators. Some of the 
lots are handled by co-oporatives. An interesting 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 - 
especialljr outside of the principal comiTiercial 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 
ovmev of a dairy herd - aside from relieving him of the onerous task of milking - 
is to make it possible for hipi 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.
But while this operation'started only about two years ago on the basis of handling 
herds of nescby farmers, it now appears that a considerable'proportion of the herds 
handled are owned by businessmen in Eastern United States v;ho have been attracted 
by the apparent orofit making possibilities.
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a
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 adjustment of the supply of faarm 
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 materially advanced 
countries, the success of farmers in adjusting their output upwards has been strik­
ing] their ability to reduce certain itei:is of their production for wliich demand 
has declined has been generally disappointing. In the developing countries, a 
rapid increase in the production of almost all food is required, but virhile 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 icnovm to all students of agricultural economics,
to account for this situation. They need not be recalled here, &at one conclus­
ion can be draim that seems beyond cuestion; in present-day conditions it is not 
within the power of farmers, by their omi unaided efforts, to create and maintain
a_ satisfactory balance between supply and demand. Let us leave aside such special ■ 
though highly important - cases as hogs, T/here the perfectly normal response of the 
producer to economic factors leads to a cyclical movement in 'I'shich eouilibrium is 
only attained to be immediately disturbed again, . Let us also leave aside the 
tendency of farm.ers, in mny circumstances^ to exioand thoir 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 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 satisfactor; ;̂  ̂ balance -
sometimes, of course, not because of inherent defects in the mechanism but because 
powerful interests interfered T îth it.

3. In these circumstances it is hard' to lay the main responsibility on the pro­
ducer. He no longer works for a local market whose needs he can forecast -û ith 
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 diange abrupstl;,'- in a way that the individual farmer cannot be ex­
pected to foresee. Government measures are often taken, and have to be taken, 
without any certainty of the way in Yfhich faniiers ¥\rill react to them.
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1;. This does not mean, however, that farmers can remainIpassive before the problem 
of modifying supply in accordance vdth demand. It is, atter .all, '|;hei:r decisions 
that directly determine (subject to'natural hazards) the volume and compositi(3n of 
agricultural production. They are closest to the technical and economic problems 
of syj;Ltohing production, .. If it is unreasonable to require farmers to solve the 
supply-demand riddle by themselves, it is equally unreasonable for them to call cn 
governments to do so, vdthout first making a serious attempt to understand the main 
features of the situation existing today and to see li^at action the agricultural 
comi^ity itself can taks 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,

5 . First of all, a distinction must be made between long-term and short-teiii 
adjustment, the problems involved being very different. Long-term adjustment can 
be seen as the conplete 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 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 r61e 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 m th 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 tot&l supply 
exceeds the demand). The first is a redistribution of supplies territorially in 
conformity with demand. It is clear that such redistribution will alv^ays tend to 
take place, i/fith or without co-operatives. An integrated co-operative system, 
however, with information on supply and demand constantly flowing in to a central 
point frcm 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 one commodity to 
another, as also the kind of storage req\xired and the V'fastage. Cereals, for 
instance, can be stored for a long period without refrigeration and vd-th a low rate 
of lossr, 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 form. 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 vrell-equipped central co-operative, by taking supplies 
off the narket 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, ISn?/ agricul­
tural products have several uses, I:ilk is used for direct human consunption^ for 
butter, for cheese, and several other iterns. Potatoes are mainly grovm for homan 
consumption but poorer C'ualities go for aninal 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, v/ith up-to-date information aboub suppl“' and demand 
in the various markets, can help its affiliated co-operative:; to dispose of avail­
able quantities in the most advantageous iva:/, ivhether or not the central co-- 
operative itself engar-’es in the various kinds of processing.

9. A co-operative structure vrith s’Jiiicient control over marketing at all levels
can thus be v;ell-equipped to put supplies Y'jhere they are needed, when the;* are 
needed, and in the form they are needed. ' ‘any e xisting farms'r co-operatives are 
doing just such a job for their meriTbers, and doing it efficiently. ~ut in the 
situation prevailing today, r/ith 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 supplj' with demand by the methods just mentioned may thus have 
little practical result if total cuantities produced continue to be in excess of 
the solvent dem.and for them, present or immediately foreseeable. Here the pro-
blemio are much more stubborn and, as already stated, can only be solved through 
the united efforts of farmers and their organizations, goverriment and indirectly 

all sectors of the economy.

10. So far the assumption has been that suppl;;'’' exceeds demand. This type of 
situation develops occasionally in Europe and 'Jorth America, There are, of 
course, branches of agricultural production where increased output can be quickly 
absorbed, but a m.ajor preoccu;oation is to bring the supply of surplus commiodities 
into line v.'ith demand. The picture is com;pletely different in the developing 
countries. Perhaps the most serious t r̂oblem facing many of these countries is to 
provide their people mth a much more abundant and cheaper food supply. It is a 
task that seems to be almost as difficult as the contrary ono of reducing produc­
tion in the economically advanced cour^tries. For co-opsrators in particular, it 
'is distressing even to discuss curtailing i^roduction anyrhere until much m.ore
serious efforts have been made to bring the superfluous plenty of the well-fed 
countries to the populations thr?.t go pe.'-manently hungry. This cannot be stated 
too often, for there is always a danger, in technically advanced countries, of 
seeing problem.c in too narrow' a context. IFAF has repeatedly pressed governments 
to take action so that superabundance in one part of the world may be used to 
alleviate malnutrition elsew'here. If the present- Cori'erence is considering, in 
part, ways of lim.iting production of certain farm, comjnodities in some areas of the 
world, it is to some extent because of the failui'e of governments to agree on con­
structive miethods of using abandance internationally. T‘-e result is a situation 
in T/hich 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 governrient action tqvfards 
the saiae end. At a time Y/hen free market mechanisms are often m.odified bj'' govern­
ment interventions of various kinds, it seemis that an urgent need is to knĉ / more 
exactly ho'w farmers react to given incentives and disincentives, ■ policies have 
frequently come to grief because the response of farr.iers, and o t h e r s  _ conne cted 
with the farming business, to a particular set of conditions has not been correctly 
foreseen. Farmer co-operatives should be able to throw sor;ie 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 tca?ards their members - the co-operatives 
sho\ild see that farmers are provided ?dth infor;;iation on the general economic situa­
tion and prospects anci on market outlook for the corjnodities they produce. In 
some Countries official services do an excellent job of bringing such material to 
the farmer's notice but elsevihere co-operatives could - and often do - help their 
members to obtain a reliable factual basis for their '̂lajor decisions affecting the 
farrii enterprise.

13* Farmer co-operatives can do more th.?,n this, however, and their effectiveness 
in the ■'.■vider tasks springs from tha nature of the relationships built up within the 
menborship and from the confidence enjoyed by the elected leaders. They can .exer- 
cise leadership in getting their members to think objectively about the big econ- 
omac issues facing agriculture, in particular tlie adjustment of supply to demand. 
They can, as a practical step, make r. point of avoiding policies that may aggravate 
over-production of certain corjaoditie?, even though such policies may sometimes 
seem attractive in the short run. Most co-operatives already try to encourage 
Duality production by paying preniujus to their members for the higher grades, or 
penalizing the lov; ones. ■'hen a conmiodity is in chronic over-supply such regula­
tions can be tightened up, for in many cases it is only the poorer Qualities that 
are in excess of demand. The effectiveness of these measures, at national and 
international level, depends of coLirse on the proportion of total production 
accounted for by the miembers of co-operatives. "here farmer co-operatives have 
only a modest share of production their efforts cannot make any substantial differ­
ence if other producers follovv' conflicting policies, and the result may merely be 
to increase the difficulties of the co-operatives.

lit. Even rdiere co-operatives are in a position to influence a large proportion of 
total prodiucticnj some reserves must be esq^ressed concerning the \iays in v/hich they 
should exert this influence. In advocating production policies to avoid excess 
supplies, co-operatives must take care not to lay theiiiselves open to the charge of 
political partisanship. It is also clear that once they start ur";ing their 
members to take certain management decisioxisji rather than miorely giving them 
neutral information on wliich to base their own judg;nent, co-operatives assume a 
moral responsibility which may later be translated into a kind of co-management.
Some of the im.plicaticns are discussed in Docimient AC 3/59, Section A. The choice 
is an important one and should be made consciouslyi not imposed by an automatic 

trend v.hose significance is overlooked until too late. These are matters for the 
discretion of co-operative leaders^ they should be able to avoid tha pitfalls and 
find appropriate methods to enable farmers to do the utmost in their povrer to\';ard 
balancing supply Y-rith demand.

15. Turning no’;/ to the situation of the developing countries, where large increases 
in food production are urgently needed, it seem.s that the scope for co-operative 
action is a ;,ood deal wider. It is alirays congenial for a farm.er organization to 
urge greater rather than loss production. ■ To ask farriers to pr̂ ^duce 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 unk-oTm risks, i'iany of the small farmers
in the developing countries are in such poverty tiiat they have aliaost nothing to 
losej indeed, their onljr prospect of improved living standards lies in increasing 
their output, and as this corresoonds rdth the most pressing need of their coun­
tries, governments and co-operatives alike can xTork wholeheartedly to this end,

16 . This being so, why has not greater progress been achieved? The answer no 
doubt is to be found ouite simoly in the formidable obstacles that stand in the 
way of this concerted drive. One is illiteracy, shutting off access to v/ritten 
sources of inform.ation on the sciences and techniq_ues involved in agricultural
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production and narteting. Another is the force of tradition, v/hose hold necess­
arily remains strong- wherever illiteracy is widespread. Under-nourishment brings 
not only disease but, acre generally, debility and a reduced capacity for physical 
exertion. Pov^erful interests flourish by maintaining the farmers in a state of 
poverty and subjection, and defend their positions stubbornly. The role of co­
operatives in developing the econornies of these countries is discussed in Section B. 
Here it remains to add a irori about the specific aspect of this development with 
which the present paper is concerned.

17. The co-operative movements in the newly developing co’Jntries are largely a
creation of governinents. This is not to belittle the efforts of enlightened indi­
viduals who have sometimes managed to build up admirable co-operatives in the areas 
’/here they are influential; but the bulk of the co-operatives 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 used as such - prim.arily in an attei:ipt, 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-operatives of certain features of government policy. This rela­
tionship will undoubtedly delay the development of truly independent and self- 
governing co-operativesj 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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ELEVENTH GENERAL CONFERENCE  

NEW DELHI , INDI/ .̂

IGA/IFAP JDIOT STATEMEI'jT ON PROI'̂ DTION 

OF CO-OPERATIVES IN THE BEVELOPING. COUNTRIES

As a result of recent correspondence and discussion between some representatives of 
the International Cooperative Alliance and the- International Federation of Agricultural 
Producers concerning possibilities for e:>ctending the field of existing collaboration 
between the two organizations, the follomng statement on the promotion of co-operatives 
in the developing countries has been drafted jointly and will be considered in the 
near future by the respective Executive Committees of ICA and IFAP, The statement is 
submitted to the Standing Committee on Agricultural Co-operation for any comnents that 
oould be of guidance to the Executive Committee in examining m.ethods of achieving closer 
relationships with ICA, particularly in the field of co-operation in the developing 
countries,

International Co-operative An~iance 

International Federation of A;.^ricultural Producers

Joint Statement on the promotion of co-operatives 
______  in the devolopin,q countries______________

The International Co-operative 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 rural populati.ons of the developing countries, and 
thus help to promote harmonious economic and political relations intemationaliy»
They therefore consider it essential to work tox\rards the creation of conditions in 
which the peoples of these countries undorst?jid co-operative ideas and methods and 
take responsibility for applying them to economic and social needs.

At recent congresses and general meetings the two organizations have been guided 
by similar objectives in examining the possibility of providing educational and kindred 
forms of technical assistance for the encouragement of co-operation in the dovelopiiig 
countries. Both organizations enjoy Category A consultative statiis with the United 
Nations and its specialized agencies. They have demonstrated their willingness to 
contribute wherever possible, by drawing on the e^qjerience of their member organiza­
tions, to the achievement of the aims of U1<I technical assistance in co-operation.

Whenever desirable in order to avoid duplication and to achieve greater effective­
ness, ICA and IPAP agree to coordinate their activities in the field of agricultural 
co-operation in the developing countries. As a first step the two organizations 
request their responsible organs • /

•1, To discuss planned activities in their preparatory phase at both secretariat 

and organization level, and to keep each other regularly informed of progress and 
results obtained;

2 , To assist- each other in carrying out their respective programs;

/ . . .
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3 , , To iiBke joint rGpresentations to the United Nations and those of its spsGia- '̂
'lized a ^h c p s  ' (c5speiCiall^ PAO arid :corice^ fostering-'co-SpeMtion ;in ?: ' ’

deveic3pihg'coufttrieSf " ' , . . ^

4. To organize joint seminars and study courses 6n'co-operation for cocperators,; 

from .the developing countries;

5 . To call attontion jointly to those fundamental .conditioiis for co^operatL ve ■. 
development * which iimst be assured by national governments, such as legislation gua-ir. 
ranteeing the right of free association in ,co-operatiVOS,,
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The report of the Conference is in five parts:

Introduction

Part I - Tovjards an international food and farm policy

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

Part III  - Some specific problems of agriculture in the 
economically developed countries;

(a) European groups
(b) producers' role in adjusting production
(c) vertical integration

Part IV - Commodity questions 

In addition to this report by the Conference, the Secretariat 

will prepare a brief record of the proceedings of the Policy Committee 

for inclusion in the printed account of the New Delhi Conference.



INTRODUCTION

1. Three factors determined the trend of policy discussions at the New Delhi 
General Conference. These wore: the current situation of world agriculture; ■ 
the current trend of government policies in  the various intemation^al bodies 
dealing directly or in d irectly  vrith agricultural matters; and the fact that for 
the f ir s t  time an 1¥KP General Conference was being held in  Asia.

2. For some months, the 'general \jorid  economic situation had been steadily 
imiproving; in d ustria l and trade activity vras in  an ascending phase; most industrial 
countries had improved their balance of paynents and had been able in  considerable 
measure to relax exchange restrictions. The U.S.^ however, was preoccupied with 
the size of it s  growing d eficit on current account, a d eficit due in  part to 
generous programs of financial and economic assistance to other countries. The 
feeling was shared by many delegations at the conference that there should be
a broader sharing of the fin 'm cial burden cf such programs.

3’. Morld agricultur;3l  production continu '̂d at high levels, but part of it ,
especially in  the grain sector, did not find it s  way into consumption channels 
and contributed to an increase in suriTlus stocks^ In the U.S. some coarse grains 
had been added to the l is t  of products acciiinulating under support programs. On 
the other hand the situation for dair;/ products had abniptly 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 programs and those lin]sed with development of local dairy industries 
was a cause of videspread anxiety. ThiO la tte r development' brought about a 
better appreciation of the in sta b ility  of such schemes - when they were entirely 
based upon short-term surplus disposal operations - and consequent need for 
longer term planning.

4:. Returns on labour and investment in  agriculture were s t i l l  far below those
of people engaged in  other occupations, a situation p articularly c r it ic a l in  
developing countries, It  remained obvious that the terms of trade of agriculture 
were s t i l l  most unfavourable- end that the causes of th; '■ situation, already 
discussed in the report of the Purdue Conference, were s t i l l  present. In 
particular the rig id ity  of non-agricultur.al prices during a recession was one 
of the most significant features of the la st few years and confirmed that the 
farmer would not easily escape the ’’price squeeze". Furthermore no real 
progress was achieved anyvjhere in the direction of a reduction of the marketing 
and transport margins. These were absorbing, year after year, a larger pro­
portion of the constimer's expenditure on food.

5. IntergovemmentgJL policies of assistance to developing countries were 
beginning to take a more promising turn. Additional resources had been made 
available for the World Bank and Intemations'l Monetary Fund and an International 
Development Association was being established. The U.N, Special Fund for 
Economic Development had started it s  operations. In the U.N. Economic and 
Social Council special consideration had been given to commodity problems and, 
inter a lia , to the detrimental effects of price fluctuations on primary producing 
countries. Although the outcome of the debate had been disappointing i t  had 
been recognized that these problems had to be tackled more energetically.

6. In the GATT the special d iffic u ltie s  arising out of the reporcussions.
of national agricultural policies on world trade were under active discussion as 
well as the meaiis of assuring to developing countries an expansion of profitable 
outlets for their expoi'ts of primarj* products. At the FAO Conference a set of 
principles of agricultural price and support policies prepared by a group of 
experts had been referred to the ĈP for consideration in order to ensure their 
general acceptance. This matter should continue to recoive the closest attention 
of a ll IFAP members.

7. In FAO, whose Tenth Conference had ju st been held, a new impulse had been
given to the organization's technical a ctiv itie s ''nd an increased budget had been
approved. Developmient was also notable in the number and scope of in te r­
governmental consultations on specific cominodities. The CCP had been instructed

77
" 1- ■" Docimient F 7/59



Document F 7/59 - 2 -

to consider the broader aspects of commodity p o licies. 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 COP and it s  subsidiar^r 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 Project were proof, however, that means could 
s t i l l  be fo-und to revive interest in co-ordinated actions on a scale consistent 
vdth the magnitude of the tasks ahead.

8. The International Wheat and Sugar Agreements had been re-negotiated and 
ra tifie d  by a larger nmber of countries and were inducing a degree of sta b ility  
on the markets of two of the main agricultural products entering v.orld trade. An 
agreement had also been concluded on coffee, and the International Olive Oil 
Agreement had been fin a lly  ra tifie d  by participating countries.

9. There were therefore signs that governments and international organizati.ons 
were beginning to take a somewhat m.ore practical approach to the world’ s major

•food and farm problems. ■

10.̂  That this Vas happening was confirmed by the increasing number of those in  
positions of responsibility who advocated a fresh and bolder attack on the prob­
lems of balanced development, prim arily as a, stimulus to faster economic growth 
in  the developing areas, but also in  the interests of more economically advanced 
countries.

11. ' This set of circumstances attracted the attention, of the Conference s(ll, 
the more as, meeting in Asia for the f ir s t  time, the problems of that region were 
constantly brought to the delegates' attention. In thds respect the Conferencer 
welcomed the many enlightening statements from several prominent statesmen and,, 
leaders, of the farm and cp-opcrative. m.ovemont in India. Many'of the intldcate 
problems of agriculture expansion v/ere.placed in:botter perspective than ever before 
and the'consultations between members from the West and the East were more 
complete and more fru itfu l than at any previous conference. It  was possible, in: 
particular to recognize that insufficient note had. been taken so far of such, 
issues as the need to evolve more efficient means of expanding the exports and 
stab ilizing the prices of those comxftodities vrt-dch the developing countries were
in  a position to offer for sale and'v;hich constitute practically their only 
means of earning foreign currency, while improving the lo t _of producers in  
thesfe countries.

12. Although some major problems of agriculture in  the economically developed 
countries seemed no nearer to a solution than in  previous- years i t  was fe lt  
generally that some progress .could be made i f  countries could be induced to 
approach them as one aspect of the compelling necessity of ensuring accelerated 
economic growth and a greater satisfaction of hman needs throughout the world.

13.. The impact of the development of region-al groupings in  Europe - European 
Economic Community .and European Free Trade ./association - and their relationship 
with OEEG was reviewed. There was also discussion of the d iffic u ltie s  raised by 
the spread of contract farming. The scope for a larger degree of producers’ 
control in  the adjustment of prod.uction to demand was also explored.
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PART I

TOWARDS AN BITBHNATIONAL FOOD AND FAFM POLICY

This SGction of the Report 'presents'the case for an 
International Food and Farm Policy. Such a concept should 
appeal to and s t ir  the imagination of the vast majority 
of the citizens of the world. On the one hand,'the more 
advanced countries are increasing'l7>̂ beset with the problem 
of how to adjust food and fibre supplies to effective 
demand. On the other hand, the'majority of the world’ s 
population is  unable at present to afford even a satisfa­
ctory minimum level of nourishment. The long-term aim 
must be to build up the effective buying power of these 
peoples. Accordingly, the Conference submits that thj.s 
can only be done i f  the nations of the world are prepared 
to. work out and operate together a long-term food develop­
ment policy. Such <a policy must, hovjever, form part of a 
wider program of world economdc development, since other 
sections of national economdes m.ake a m.ajor contribution 
to raising the effective purchasing power of the peoples 
concerned.

14. For many years, the world has been unsuccessfully■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 
larg ely to the remarkable increase in  fr'rni productivity in  the more developed 
countries.

-.5. Against the background of poverty and undernourishment of the ma.jority of the 
world's population, there are no real surpluses. Hovjover, in  relation to the actual 
volumio of international trade in  agricultural products at the present time, these 
undistributed stocks of food represent a very real problem to the governments and 
producers in  the countries concerned. Thus, v/heat producers everywhere cannot 
overlook the fact that at the end of the,1958/59 Northern Hemisphere marketing 
season, exporting countries had carry-over stocks of \irheat amounting to more than 
twice the annual .commercial requirements of the im.porting countries. Nor can 
producers of coarse grains forgot th<at crrry-ovor stocks were at least four times 
the average annual voluiae, of international trade in  recent years. The existence of 
such stocks inevitably creates uncertainty ranongst producers when they should be 
striving to improve their proauctivity and incomes.

15, In  the more developed countries as elsewhere, there has been a tendency over 
recent years for the disparity between farm incomes and those in  other sectors of the 
community to widen and this has further aggravated the situation. As technological 
progress takes place and management practices improve, it  becomes increasingly ■' 
d iffic u lt  to market the additional output, at prices which w ill provide adequate 
remuneration for those engaged in  agi'iculture. Nor .is it  at a ll feasible to resolve 
the problem rapidly by seeking to transfer manpower to other occupations without 
creating problems of structural adjustment..

17, ' This situation in  the more developed countries exists side by side with the 
need of vast areas of the world to raise the liv in g  stand,':>rds of their peoples.
Such improvement is ,  however, conditional upon a comprehensive development program, 
requiring f ir s t ,  the necessary planning expertisesecondly, the capital and 
th ird ly, the human resources. It  is  natural that the developing countries should 
look for help in  the f ir s t  two respects to the economically advanced nations.

18. To an even greater degree than in  the paist, the world is  becoming aware of
the need to a ss ist.in  the development of the less-developed areas. But the scale 
of the effort w ill have to be expanded greatly and as part of a co-ordinated 
long-term, plan i f  the world's.resources are to be used to achieve a general 
increase in  liv in g  standards, .

/ . . .
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Need for an International Food PolicT....

17:. What has been chiefly lacking'so far in  intergovernmental efforts to resolve 
the commodity problem has been a genuine determination to achieve a long-term 
expansion in demand, -̂ihere stocks of a certain product have accumulated in  a 
particular country, the problem of disposal has generally been treated on an 
ad hoc and b ilateral basis with the prospective recipient country. International 
co-operation, with one or two exceptions, has.been confined to consultation 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 o il 
there are international conEnodity agreements which have brought about a measure 
of price sta b ility  for trade in  these products. For other commodities (e.g.cotton, 
rice , cocoa, rubber, etc.) there are commodity advisory groups which attempt 
through consultations to socuxe more stable trading conditions by assisting 
governments to assess the msjrket outlook. But with the exception of the special 
nutritional and development schemes affocting certain milk products, there have been 
no international efforts consciously designed to raise the level of food and fibre 
consumption.

20. The agricultural producers of the world assemibled at the New Delhi Conference 
of the IFAP are convinced that the time has come for the governments of developed 
and developing countries to work out and implement together a positive Internal 
tional Food and Farm Policy as part of a wider prograiii of assisting in  the 
progress of the world's less-developed areas. Economically, so cially, and p o litica ­
lly ,  a program of th is kind would appeal to the world's consumers and to primary 
producers - who are, incidentally, \he 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 economy. With-increasing production and incomes, both the 
volujne and the pattern of food demand w ill im.provo, though not in  proportion. The 
rate of increase w ill , however, be greater in  the economically less advanced 
countries. .

22. In  the more advanced countries, the -extent to which they w ill be able to 
help the de'^loping countries w ill be d irectly related to the rate of increase in  
their gross national products. Squally, the a b ility  of the under-developed countries 
to buy more food, as and when required, on a commercial basis v d ll be related to 
their rate of economic expansion. The more ra.pid the growth of the national product, 
the less painful v d ll it  be politic.s,lly in  the more advanced countries, to secure 
the necessary resources, and the danger of in fla tio n  should thus be substantially' 
lower,

23̂  The Conference is  convinced that it  is  no longer possible to treat the 
problem of agricultural surpluses in  the narrow context .-of disposal operations.
It  is  not good'enough to supply m illions of ill- fe d  people with surpluses on 
”once-for-all" basis and then have them return to their previous state of under- 
nourishjiient. This problem has been encountered in  the case of dried skim milk 
powder, of which surpluses were, made available to m illions of people in  India and 
other countries. Progrsjns to improve nutritional levels d irectly, or ind irectly 
tlirough technological adva.ncement, must.be conceived on a permanent basis and 
even though surpluses may be used in  the in it ia l phase of a development program, 
provision, must be made for continuity of supply, Xvrhether from the resources of the 
recipient country or from, overseas producers.

,24. At the same 'time, it  must -be ;recogni'zed that agricultural producers in  the 
more advanced countries can hardly be expected to play their role in  providing a 
continuous and expanding supply of food unless international machinery on the 
req^uired scale to finance and distribute the food is  established beforehand.

25. As ..part'of this .machinery, the Conference recomm.ends that food reserves be 
held in  places x/here they-can produce,immediate results in  remedying lo cal food 
scarcities and evening out excessive price fluctuations. Recipient countries 
should be able to finance their drawings from these reserves by mutually agreed 
fin an cia l arrangements.

f

8 0



81

- - Dociiiaent P 7/S9

26. In  order to secure for developing' countries the expanding outlets they need for 
their exportable coaaodities ■■ which oxo their npln means of obtaining the resources

reeded to finance their imports, especially of food when required - a l l  conceive>,ble 
means should be sought to promote and fa c ilita te  even through the use of unorthodox 
methods, a rapid growth of the exchange of princj-y products on a world basis. To 
tM s effect, attention should be paid to the following techniques: b ila te ra l or 
m ultilateral barter deals additional to nornal trade which do not prejudice the 
commercial interests of third countries; international schemes for the stockpiling 
of temporarily unsaleable supplies; purchases at special prices,

27. In  the developing countries, great cojre w ill have to be tfiken to ensure that 
products purchased on concessional terms do not harm the interests of domestic 
producers. In these countries, by far the biggest proportion of the working popu- 
la.tion is  engaged in  agriculture. Any disturbance to the market caused by such 
sales could well result in  depressing the price received by dom.estic producers, 
who represent a large section of tiio community. This v/ould not only reduce their 
purchasing power but might well r 3suit in  lovrared output in  future. By far the 
largest part of any increase in the dem.and for food engendered by development 
programs w ill have to be satisfied by domestic farmers. Hence it  is  essential to 
plan food policy in  a way v/hich -vd.11 improve their a b ility  to increase their ovm 
output.

28. Only governments working together with n. common objective can plan and supervise 
the carrying out of the International Food and Farm Policy. I f  they are w illing  to 
accept this responsibility, the question v ;ill then arise as' to whether it  would be 
necessary to constitute a new international agency to formulate the policy. The, 
Conference believes that this is  q’jite  unnecesssxy and that i f  governments are 
w illin g  to undertalce the task,' existing bodies may well find the work-within their 
current terms of reference. 'Subject to the agreement of the FAO.governing bodies,
the FAO Secretariat could undoubtedly undertone the necessary staff work in  the 
formulation of the policy.

29. In  order, however, to .fao41ita,te the executive action, it  may well be necQSSary 
to establish appropriate mp.chinery under the auspices of the II.rl. to co-ordinate and 
expand the provision of technical, fin an cia l, and economic aid, including the supply 
of food'and agricultural requisites, from the existing international agencies.
IFAP‘ should take the earliest opportunity to advocate the need for such machinery 
before the Economic and Social Council of the U.N,

30. Essentially however it  is  not a question of. nex̂  machinery. Rather is  i t  a 
question of the willingness of governj.ionts f ir s t  to rethinlt their policies along 
the line indicated in  this section of the Report ĵad secondly, to instruct their 
representatives at FAO and other relevant intergovernmental agencies to co-operate 
to the f u ll in  the food development progr-am.

31. But the work cannot be lo ft entirely to international bodies. Recipient 
countries should carefully consider their own development projects and endeavour to 
assess to what extent, given the right economic climate, the consequent rise  in  the 
demand for food, could be met from domestic ^ources. As far as possible, attempts 
should be made to ensure that supplies acquired on a non-commercial basis do not 
interfere with the trade either of th?; domostic producer or of the producer in  
competing countri(?‘̂ . In  the economically advanced countries, efforts should be made
to ensure that an increasing proportion of the gross national product is  made availa- . 
ble each year (subject to the lim itation of their balaonce of payments position) to 
help the developing countries,

32. The issues set out in  this paper undoubtedly represent the key agricultural 
problem in  the xjorld to-day. It  is  a problem which can bo resolved only by the 
adoption of an International Food and Farm Policy. This Policy must be conceived and 
operated by the govorrpents of developod and developing countries with the f u ll  
support and co-operation of producers and thoir agencies. The basic principles 
which should underlie this policy are set out in  Resolution No, 1 of this 
Conference. A ll member organizations of IF i^  are requested to endorse and
commend these proposals to-their governments,,, .
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RESOL'OTiON NO. 2 .

FBEEDOM-FROM-H'JMGER C.AKPAIG1\T

The Conforence having rocoived with groat intorest and appreciation an 
address by FAO*s Diroct or-General, Vir, B,R. Sen, on the Freedoni-froin-tlunger 
CaiTipaign, to be launched by his Organization in  co-operation vrith other in ter­
national governmental and non-governmental organizations during the years 
1961-65 • .

Noting that the f ir s t  and foremost aim of the Campaign was to stimulate 
and co-ordinate on a ns.tional and international basis a ll  efforts tending to 
assure the necessary expansion of domestic production o.nd not prim arily to cover 
food needs in  some areas from excess production in  othoĴ S

Recognizing that this aim should be clearly understood by a ll  and national 
and international efforts be oriented accordingly

Welcoming p articularly the emphasis placed by the name chosen for the 
CoJiipaign on the fact that fighting:' hunger aaid malnutrition is  the f ir s t  duty of 
governments and communities i f  the hopes of a global progress towards better 
liy in g  standards for the whole of manlcind ,are to be fu lfille d

■ Believing that it  I s  appropriate to make renewed efforts to awaken the 
world's conscience to the situation,in which iaxge sections of the population in  
several countries find themselves -  n;amely to the fact that thejr are currently 
liv in g ' on the brink of faraine -  and to creo-te a current of opinion powerful 
enough to carry governments along towards concerted action commensurate to 
needs

Resolved

1, IF.AP approves the in itia tiv e  taken by^the Director-General of FAO - endorsed 
by the Tenth Session of the FAG Conference - and invites him to study the broader 
concept of IFAP’ s policy in  th is respect as outlined at its  Eleventh General 
Conference in  New Delhi* It  w ill, as well as its  individual member organizations, 
participate to the fu lle st possible extent, p articularly through the National 
Campaign Committees to be sot up, in  those aspects of the Campaign which are 
relevant to the F^:;doration's aims jind objectives a.s set out in  its  Constitution.

2, Such participation w ill include, inter e.lia, the following:
*

-  informational and educational caiapaigns through seminars, conferences, 
publications, broadcasts?etc.

-  consultations and co-operation with governmental information and 
extension services on the technical aspects of the campaign ( f e r t il i­
zation, irrig a tio n , seed and breed selection, cre d it,e tc.) in  order to 
assure faster progress of agricultural production

-  renewed efforts by farmers’ o\m org.anizations to provide and/or 
improve mrjrketing fa c ilit ie s  especially in  those areas where means of 
conmunieation arc insufficient or non-existent

-  international assistance between IFAP members in  order to secure the 
establishment of more numerous and stronger farm organisations in  the 
economically less developed countries, p articularly .co-operative 
societies, and to strengthen those already in  existence,

3. IFAP's S e c re tG e n e ra l is  authorized to servo on the Consult,ative 
Committee of Non-Governnental 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 w ill consider a progress report on • 
the development of the Campaign both at the governmental and non-governmental 
level- and take such further action as may then appear appropriate.
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the development of the Campaign both at the governmental and non-governmental 
level- and talco such further action as may then appear appropriate.
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Part I I

FOR A FAblW iiiXi'AiJoIoK OF :vGraC uLTURAL rRDijUGTION AND INCOME 
_________ IN UnNhWtlUG COUNTKEES_______________

33* The above discussion on International Commodity Trade and Surplus U tilization 
centred on some of the big international issues raised by the existence of widely 
varying degrees of economic development and by tlie relationship between agricultural 
expansion and general economic conditions. Under the present heading, therefore, 
attention was devoted rather to the probleiis met with at national level in  seeking 
to expand agricultural output and to ensure reasonable returns to agricultural 
producers.

34. Farming in the:'develo]'dng countries is  s t i l l  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 fctmilies themselves.

35. without attempting to analyse systeiaatically the reasons for the existence 
of subsistence faming on such a scalej, i t  can be safely asserted that inadequate 
transport, ani the consequent rig id ity  of villag e institutio n s, 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 buyers for the quantities of produce marketed by the 
farmers is  limited or non-existent. As a result the farmers have l it t le  .choice
but to accept the price offered, however low. In such conditions, aggravated as 
they are by re latively high costs  ̂ there is  l it t le  incentive for farmers to increase 
output beyond the low level needed to assure the bare necessities of lif e .

3 6 . Increased farm, output and improved farm i.ncomes seem thus to depend on a 
gradual transition from a subsistence to a market economy which in  turn depends 
on a better economic clLmate for the farmer. Some of the main obstacles to this 
transition need to be discussed at some length.

3 7 . Land tenure system.s ' in  mar],y developing countries are unsatisfactory. So 
long as the cultivator has ho real security of occupation he w ill naturally avoid 
making any meaium- or long-term investment in  the land,-be loath to modify 
traditional faming- methods, and tend to neglect s o il conservation practices.

3 8 . 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 sector of the economy, is  often the main source of 
finance for expansion in other directions. Moreover the a c tiv itie s of money lenders, 
excessive distribution margins, and re la tively  high rents for agricultural land
(or in  certain countries the exactions of rent collectors) a ll tend to drain funds 
out of farming.

3 9 . Illite ra c y  also puts a serious brako on the transition to more modern faming 
methods. Those who cannot read, liv in g  in' isolated places and without radio, are
inaccessible to the mfian.g ,of -Qpir.j.ai-and pir<iao1>ii-e<?6»' Honoo fchc--
spread of general education is  fund,amental to'the 'adoption of modern techniques on
a large scale. It  should go hand-in-hard with extension work adapted to the social 
background and technica.l requiranents of the country concerned and closely co­
ordinated with the agricultural credit, supply, -̂ j.d marketing co-operatives.

4 0 . Marketing fa c ilit ie s  are generally deficient. Without a sufficient number of 
warehouses for storable ccmmodities-,, it  is  impossible to even out supplies over a 
period and to maintain the quality of the product. Another negative feature is  the 
often excessive number of intem ediaries handling the products on their way from the 
fam er to the consumer and raising, the price unreasonably. I f  increased consum<5r 
demand is  to have its  f u ll  effect as an incentive to the farmer to produce more, 
these margins must be considerably reduced.

41. Mechanisation is another subject worthy of detailed study. In countries .with 
abundant labour supplies in  agriculture and insufficient p o ssib ilitie s of alternative

/ . . .



emplcyment, i t  might be preferable not to concentrate too exclusively on mechani­
sation and to give greater attention instead to,the provision of fe rtiliz e rs  and 
improved strains of seeds. ' On the other hand, certain farm operations - deep 
ploughing, for instance - can only be perfoimed by machinery, while the rapidity 
of mechanized cultivation and harvesting may be decisive at times of bad weather 
or of seasonally heavy deiriand on the regular labour force,

42. The use of co-operative methods in agricultural production was held by
the Standing Canmittee on Agricultural Co-operation to be, when the conditions 
fo r 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 requires 
further study the Conference decided that the matter should be referred back to \ 
the Standing Committee on Agricultural Co-operation for further consideration at 
it s  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 
ccnditions, eliminating or neutralizing speciilators and unnecessary middlemen, 
providing fu lle r and more accurate kna l̂edge 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 marketirg and supply co-operatives are insuffrciently used.

4 4 * I f  farmers have a duty to vrork for tne betterment of rural conditions through 
their own organizations, the stage has not yet been 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 aid is  
given in  ways that do not interfere with independent management and policy forma­
tion by the members of the co-operatives, and which encourage members to take 
over progressively greater responsibility for the a ffa irs of their co-operatives. 
Neither government nor farmers should rest satisfied  with a long period of 
government tutelage of co-operativcs.

45« The role of the State in  promoting a balanced economic expansion in  the
developing countries is necessarily predominant at the present stage, particularly 
in  connection with the vast and unremunerative investments needed to provide an 
adequate infrastructure cf roads, ports, schools etc. But as development progresses 
and as farmers gain experience in th'c; responsible and democratic rranagement of 
their own co-operatives, these co-operatives should be able to discharge a number 
of tasks in  the field  of agriculture that are presently the concern of government 
or of canmercial interests.

46 . The delegation of Ghana made a number 01 proposals for action by IFAP :

(a) To encourage, together with Fa.0, tte formation of strong national 
farmer orK'uaizntions in  Africa and Asia.

FriO has set up an African ^xegional Office in  Accra, and has also 
established a lia iso n  office with the Economic Conuaission for Africa 
of the United Nations irs Adais Abbeba. IFAP is  in regular consulta­
tion with FAO, and I'v lll tj,ke ever;,̂  opportunity to aid in  strengthening 
national f.irmer organizations in  African and Asian countries ard to 
fa c ilita te  the creation of such organizations where they do not 
already exist, koreovtr FAO is organizing, in collaboration 
with the Danish Govern'ifciit, a scainar for the training of farm leaders 
in a numb£:r of developing- countric. s, mainly in  the Near East. IFA? 
has been invited to piirticipate actively in  the planning and runnin'g 
of tne seminar, ard hop. s th-t the idea w ill be extended, under 
FaO auspices, to other develoĵ ing areas.

(b) To set UP a regional office of IFAP for Asia and Africa and committees 
for these two continents.

Wliile IFAP cannot at present t-nvisage the creation of a new 
regional office, the purposes of the proposal could perhaps be met 
to seme extent by the appointment to IFAP staff of a specialist on

/ . . .
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Asian and African agricultural problems. This would, however, 
involve, additional finaiTcing and the matter must therefore be dealt 
with by the Constitution and Membership Committee at the earliest 
opportunity. Regional Comrattees for Asia and/or Africa should be 
set up as soon as pcssiblu.

(c) To state that a measure of ta rii'f  protection is  necessary for the 
growth of the developing ecor:Oiaies.

The Conference acct;px,ed the principle of this recommendation on 
the understandi t discuL'oions are under way between the contract­
ing parties to GaTT and that Jt m il be possible to reach an agreement.
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SOME SPECIFIC PF.OBLEMS 'OF, AGRICULTUBE 
.IN IHE ECONOMICALLY DEVELOPED COUNTRIES

k ~ Eurcpoan groii-pa

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 Commmiity and events leading up to the formation of a European Free 
Trade Association (EFTA) comprising seven countries.

48, .The Conference commended IFAP's European Committee for its efforts to 
achieve general co-operation in the sphere of European agriculture. It also 
underlined the importance of IFAP’ s European Committee as a forum where 
representatives of European farm organizations could exchange views on 
developiEents arising from the implementation of the Rome Treaty and the 
Stockholm Convention. This exchange of views had been most useful to date 
and should bo extended in future by still closer contacts to be established 
with the Comite des Organisations Professionnelles Agricoles (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 European agricultural 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 satisfactory solution of these problems,

51, Finally, the Conference fully expected'European farm-organizations to 
continue to keep in mind the necessity always to consider their problems in the 
broader context of world economy.

B -• Adjustment of Agricultural Production to demand

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

and demand and late^i/somG other major commodities. In'this document the following 
propositions were pat forward. These were in the natnr© of assessments of the 
position, not of direct recommendations as to what adjustments in production are 
necessary.

(i) That, in grain at least, examination of the prospective commercial demand, 
physical limitations to non-comniercial utilization, and financial limitations 
roG"lt:'-ng from the governmentg . reluctance to finance such utilization,
i for the next ten years that the pressure for downward adjustment
of production will be very nearly irresistible,

(ii) That, while effective demand for high quality and more expensive foods
will increase substantially in the next decade in some industrialized count­
ries, " indicating considerable scope for adjustment of production as 
between commodities, tliis expansion will hot be sufficient to counteract 
the pressures indicated above,

(iii) That in developing countries the problem remains one of expansion of pro­
duction to meet unfilled and growing needs; over<-expansion in relation to

. demand arises in industil€.ized nations and only because the necessary 
international machinery and policy, needed to move supplies ^nto consumption 
was not established in good time - i .e . ,  at the end of World War II ,
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(iv) That if  downward adjustmont/Is necessary it must be achievedt (a)
through national policies, (b) tdth producer co-operation and through 
national farm orgeJiizations and producer- marketing organizations, 
allied with government action, (c) -vathout abandoning programs 
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 being offset by expansion or failure to adjust 
in another*

53* The discussion in the Gonference was largely devoted to the possible
implications of the Secretariat report for IFiP. It was first of all emphasized 

and very clearly established that judgements wliich might be made as to the 
limits of future effective commercial demand, or of non-commercial distribution, 
in no way implied that production might exceed actual hman needs for food in 

the world,, since such an eventuality is not in sight. Rather such judgements 
served only to highlight the alternatives 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 

improvement of international fdd and development programs, creation of reserves^ 
and economic growth of developj.ng areas„ These potentialities are discussed in 
preceding sections of this report and arc underlined in the Inatemational Food 

and Farm Policy adopted by the Gonference*

54* In the course of the discussion the following points were brought-out!

(a) IFAP must iske cognizance of the prospective build up of surpluses 
and tho resulting needs for adjustment of production to demand that 
this presents,

(b) In view of the world's need for foodstuffs, curtailment of production 
is something that should if  at all possible bo avoided. \However, it 
must be recognized that production in some industriali?:cd countries 
is over-extended in relation to prospective commercial market's and 
the existing physical potential for non-commercial distribution. It is 
over-extended in relation tlso to present and ’“'rospoctive government 
programs of aid and devclopinont involving non-commercial utilization
of production. The extent to which food production Dotential is utilized 
clearly depends upon the willi.ngness of poeple to tax themselves in 
order to provide the funds necessary' both to pay for non-commercial food 
distribution and to stim^^late the basic economic development of 
under-developed countrfes, without which it is impossible to pxpand 
demand and even to solve the physical problems of distribution,

(c) Producers and their organizations must recognize the extent to which 
national policies may be responsible for creation of the conditions 
that have led to the agricultural imbalance^, and mu3t examine critically 
the effects that p6licios of production expansion may have in some 
cases on net farm incomc, end Xvhether unrealj.zcd possibilities exist

----  Jlor--sa£eguardi3a§--̂ -thc irieoBe--pog4tion of individoaj^faaB&ra-by programs
of adjustment,

(d) In considering the need for an orierly,international organization of
markets the continuing need for adjustment in relation to tho changing 
competitive position of-vaiious suppliers sho'ild be taken into consid­
eration, ’ " '

(e) In those cotmtries vho“3 upward adjustment is the great need, the role 
of co-opera.tives in the better organization of agricultural production 
among family holdings shoiild be. pfirticuiarly consid.ered»

(f) There: is always’ a danger  ̂ of taking too rigid a position mth respect
either to the need’folr expansion or restriction and emphasis should bo 
laid on better understanding the situations and the alterr.atives, 
which face producers from time to time.

/e • * #
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(g) ■ Farm organizations of each coTmtry should give increased attention
to the financial implications of international programs designed to 
expand non-commercial use of agriculture’ s potential and to present 
the issues, to their gOTernnents, , ,

(h) . That’/such  products as pork, beef^ poultry, fruits, vegetables and
secondary seed and grains offer the greater possibility for produper 
action to adjust through their organizations, production to demand,

G - Vertical Integration

55, Both the North ikaerican and the European Regional Committees had 
given some attention to this subject during the past year (l)

56, Vertical integration is one aspcct of the complex technological 
revolution taking place in agricviltural supply and marketing. It includes in turn 
those recent developments, seen mainly in North /imerica, that are known as 
contract farming. This aims at achieving integration between the production of 
grain-fed animals (mainly hogs'and poultry) and their processing, distribution,

and retailing. A significant feature is that production can be considerably 
expanded vdthout- any increase in the area of land used(differing in this respect 
from crop production, in which the use of contracts between producer and processor ~ 
e.g. sugar factory, cannery - is of long standing in many countries). Contract^ 
farming is having far reaching effects in North ilmcrica and its wider implications 
for agriculture must be carefully exaiiiincd. 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 even disrupt the basis of agricultural production 
and marketing. Farmers, through their owi organizations, must be awake to 
innovations in agricultural production amd marketing, and adjust their c'

•methods as quickly as possible to now demands.

57, It is recognized that vortical integration is an irreversible trend in 
modena 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 consmer from receiving the benefit. The question, 
therefore, is not whether vertical integration in agric\J.ture 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 qnd sets most store by a certain

minimum 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 (generally one year). But it must be added that there is a tendency 
for contracts to become progressively more urifavourable for the farmer, reflecting 
his increased dependence on the integrator .and his consequently weakened bargaining 
position* ^

59, It follows that farmers must not allow themselves to be passively 
integrated by private business concerns in which they have no voice, but must

retain some control over the process through their own organizations,particularly 
co-operatives. Otherwise it may not be long before farmers find themselves

A . .

(l) In addition to their reports, discussion was facilitated by Secretariat
documents AC S/59 Section A and Appendix A, and by part of the report of tte 
Session of the Standing Committee 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.



facing a market that consists of a very few, virt-ually all-powerful buyers.

60, Variolas courscs are open to farmer organizations. They can scrutinize
proposed contracta. before signattire by the_,farners or draw up model contracts for thei 
guidance; or they can increase the bargaining power of farmers by signing an . )
over-all contract on their behalf mth the integrating concern.'Farmar co­
operatives may go further and themselves contract vith mdmbers, though, here care 
must-be taken to avoid .discrimination between different categories of members.
Many other forms of integration can be practised by farmer co-operatives and 
other producer organizations, vrhose sound and balanced development is .thp best .̂afegua 
for farmers in the face of the enomous accumulation of capital.backing the 
largescale integrators, ‘

61, Co-operatives can, and often do, provide most of the services 
associated with contract farming by private interests. The competitive strength 
of the cooperatives is d ependent to a large , extent on* the solidarity of 
members and on their understanding of'the iszues involved. Unless, faimers
are prepared to forego volvL'tarily a measure'of freedom of ac;bion,_in prder .tp h
make their co-operatives more efficient, a much more severe contrsl may be 
exorcised by commercial enterprises which do not neccvssarily have the^lpng .[r;
term interests of agriculture at heart. . ,, ; , /
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FAiZT IV 

COMODITY QPS3TI0KS 

ISSOLUTIOK NO.3 

MEAT

A most serious gap exists in  the caso of wheat between output available for 
export and the present world coramercial and non-connercial demand. Present levels ^
of production suggest a continued heavy build-up of stoclcs unless non-comiaercial 
u tiliz a tio n  Is  greatly expanded. V irtua lly  a ll  national goverments are involved 
in  wheat production, pricing and trade p o licie s. On the basis of present ii^ rm a- 
tion and programs, there are indications that in  response to adjustments in  national 
p o licie s in  various countries, some reduction in  output may occur. F in a lly , wheat 
is  one of-the two or three classes of commodities that lend themselves to in ter­
national policies aimed at moving food to supplement the diets of underfed peoples. 
jCFAP therefore; ,

1, Welcomes the renewal of the International VJheat Agreement as an essential 
prerequisite of orderly international trade in  wheat and also welcomes the expanded 
participation of major trading countries.

2. Welcomes the extension of the International Wheat Council's responsibilities 
to include an active review and consultation on wheat problems, and urges a ll 
governments concerned fu lly  to co-operate in  malting the work of the Council 
effective.

• 3. Welcomes the initiatiA?-o of raajor exporters in  forming an International 
Wheat U tilization Committee with broad responsib ilities for fa c ilita tin g  expanded 
consumption of wheat,

4. Emphasizes the c r it ic a l role of wheat in  world food policy and urges careful 
attention to the need for co-ordinating and mutually strengthening the a ctiv itie s
of the intergovernmental bodies and agencies concerned and p articularly of the FAO 
as the international agency prim arily and comprehensively concerned with world food 
and agriculture policy and progress.

5. Urges on governi'Aents the 'need to arrange for;

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

( i i )  an improvenont in  the r.ioans of acliieving a general exchange of
_____ ________ ____  agricultiiral coEimoditiGS between developed and under-developed j

countries i f  commercial as w ell as non-conmerciai/distribution A 
'ofvUiw?at"is to be maximized.

6 . Urges intergovernmental bodies dealing 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, p articularly as both are at present
in  excess supply in  some important producing countries and can be used to the 
benefit of developing economies.
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DAIRZ PRODUCTS

62. The raarkct situation and outlook for buttar, choose, and skim milk powder were : 
briefly reviewed.

63. While the butter n.arket is at present relatively stable, after a narked recovery
from 1958, there are nany uncertain factors in the situation which indicate the 
probability of renewed fluctuations* Technological progress in particular may alter 
the situation unpre'dictably. The interest of producers in stable demand is emphasized 
and for this reason it is inportant to avoid prices that discourage consumption of 

butter., n;, .

64. The cheese market is generally satisfactory and there are no signs of a worsen­

ing ,a,n the near future, ‘ '

65. Great concern was expressed at the serious consequences of the sudden dis­
appearance of stocks of skin milk powder, for both welfare and technical development 
programs based on the use of skim milk; powder in the economically less advanced 
countries. Effective action in these fields 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 dair:/ products, reference was made to the action of
the three Farmers • Unions of the United Kingdom in submitting to the British 
Government a draft scheme for stabilizing international trade in butter. Details of 
this plan were before the Policy Conmiittee (Addendum to Appendix B of Document P5/59).

67. In introducing the proposal, the British delegation explained that they had 
wished to focus discussion of the butter problem on a concrete plan for achieving a 
measure of price stability in the interests alike of producers and consumers. The 
plan had envisaged the establishment of an International Butter M.arketing Council 
which Would ha.ve three principal functions;

(a) short-term appraisal of the butter market|

, (b) examination of long-term national m.illc and butter production policies j and

(c) avoidance of excessive fluctuations in butter prices.

The Farmers' Unions, however, were prepared to .examine any proposal which would 
best achieve the objectives as set out in Section A(i) and (ii)  of their paper*. 
Progress would be made if governmionts were to set up an International Dairy Products 
Council to meet periodically during the year to e.ppraise the current and prospective 
market outlook and to guide milk producers and their marketing agencies in exporting 
and importing countries accordingly.

68. The Conference while welcoming the objective of stabilizing trade in butter, 
considered that the United Kingdom proposals would have to bo carefully examined by 
producer organizations in the countries mainly concerned before any general recommen­
dations were made and for this purpose the Conference recommends that;

”  ̂ (a:) a 5 '~ t :R s main 'ofajgctiveg oub-Mwe#: ohe y«i4Qd----- -
Kingdo^l Farmers • Union deserve the fullest consideration, the
Unions in the light of the Policy Committee's discussion should 
circulate amended proposals to member organizations in all 
countries interested in the trade in dairy products;

(b) . these organizations should be invited to st^mit their coniments
within a stated period to the Unions-; ai^

(c) in the event of these views being favourable to further discussion 
of the proposals, the Unions, after consultation with the IFAP 
Secretariat, should decide whether to convene a special conference 

of dairy producers for that piorpose,

*(i )  '"To stabilize butter prices' within an agreed range.”
(ii) "To protect importing countrios against an excessive increase in price 

and exporting countries against an excessive fall,"



RESOLUTION NO,4

MILK POWDER

>
Having noted the currcnt lanGxpcctcd disappearance of surplus stocks of 

dried milkj the seriousness of this dovelopraent to the 35 million infants, 
children, and mothers benefiting from the supplement to inadequate diets 
that non-coiamorcial distribution of stocks is providing, and to newly estab­
lished ddiry industries of the developing countries where dried skim milk 
powder is a necessary component of the liquid milk treated in ’’toning" plantsj 
the inadequacy and instability of an international program of better nutrition 
depending on the periodic and haphazard accmulation of surplus stocks;

THE CONFERENCE KESOLVES that the governments represented in FAO 
should take steps to initia.te plans with the 
object of establishing a reasonably long-term 
international progra"̂ .i for non-commercial avail­
ability of dried milk, financed on a regular 
basis from a fund to which all countries having 
the ability to do so should contribute according 
to a prc-agreed plan. The use of this f\ind should 
be subject to international program including 

the formulation of priorities.
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