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PREFACE

In this study an attempt is made to outline the most important ways in which the Canadian agricultural economy adjusted to changing patterns of domestic and' export demand during the Second World War.
At the end of a decade of depression, the outbreak of hostilities in

1939 seemed to promise that high levels of Allied demand would at last
relieve this country of troublesome food surpluses.

Although it was

originally expected that Canadian Wheat would be among the vital
weapons of war, the capitulation of a number of European Allies to the
Axis Powers in 1940 meant that the United Kingdom would be the only
significant wartime export market for Canadian wheat.
yield of

540

A near-record

million bushels· of Wheat glutted Canadian markets in

1940,

making imperative a drastic reduction in Wheat acreage in the succeeding years of the war •

At the same time, the United Kingdom was cut off

from former continental sources of livestock and dairy products, and
Canada became the nearest alternative source of food imports for the
British people.

Because the state played a significant role in effect-

ing a major wartime shift from wheat to animal products and in channelling Canadian food into domestic and export markets, a large part of the
analysis in each Chapter is concerned wi tl1 the techniques and effectiveness of state intervention in the agricultural economy.
Chapter I outlines briefly the state of Canadian agriculture
on the eve of the war, including the effects of the depression on farm
production, prices and incomes.

Chapters II to IV deal almost exclusively

- ii-

with agricultural adjustment to wartime conditions and with the related activities of the state.

Finally, the temporary and permanent

impact of altered wartime demand on ilhe agricultural economy is
analyzed in Chapter V with a view to placing the decade of the nineteenforties into a long-run context.
The writer is sincerely grateful to Professor G. E. Britnell
and Professor V. C. Fowke for the tireless energy with which they have
given direction to the study, and for their inspiring criticism of the
result.

Acknowledgement is made to Professor W. M. Drummond and

Professor J. E. Lattimer for helpful suggestions of source materials
which have eliminated many hours of labour, and to Dr. F. H. Auld for
the use of a manuscript on the wartime administration of Canadian
agriculture.

The 'Writer is indebted to the staffs of the Saskatchewan

Legislativa Library and the Economic Advisory and Planning Board in
Regina for their 'Willing assistance particUlarly in locating and
assembling statistical data.

C.M.C.

- ili-

TABLE OF CONTENTS

PAGE

CHAPTER
I

AGRICULTURAL C01IDITIONS ON THE EVE OF THE WAR:ul CANAJ1A. • • • •

1

Prevailing Philosophy in Agriculture,:..: Economic Liberalism..
Effects of the Depression on Agrioulture • • • • • • • • • •
Effects of the Depression on Government Attitude: The
Rejeotion of Economic Intervention • • •• • • • • ••
Uncertainties of the Early War Period: The Export Dilemma ••
Milltary Realities Resulting in the Defin!tion of Allied
Food Requirements • • • • • • • • • • • • • • • • • ••

1

SUJnIn.arY • • • •• • • • • • • • • • • • • • • • • • • • • ••

II

III

2

17
22
27
28

•

30

The Basis of a Wartime Agricultural Policy. • • • • • • ••
The Grain Sector: A Major Shift From Wheat to coarse Grains.
The Livestock Sector:· Increased Production of Pork and Beef.
The Dairy Products Sector: Interrelated Production Subsidies.
The Wartime Stabilization Programme and Price Policies • • •
Summary. • • • • • • • • • • • • • • • • • • • • • • • • ••

34
42
.50
.58

THE ORGANIZATION OF CANADIAN FOOD EXPORTS • • • • • • • • • ••

6.5

THE STRUCTURAL TRANSFORMATION OF CANADIAN AGRICWURE • • • •

The
The
The
The

Wartime Export Trade and Forward Prices for Agriculture.
Food Contracts: The Equation of Supply and Demand • • ••
Canadian Contribution to the Allied Food Supply. • • ••
Financial Aspect of War-Exports: Inter-State Loans and
Gifts • • • • • • • • • • • • • • • • • • • • . • • • •

Summ.ary • • • • • • .. • • • • • • • • • • • • • • • • • • • •

30

63

6.5

68

79
89

9.5

iv -

PAGE

CHAPTER

IV

• • •• • • • • •

97

Governmental Agencies as a Vehicle of Economic Intervention.
The Production and Export of Canadian Food Products • • • • •
Domestic Food Distribution and FJ:lOJi Price Administration • ••
The Allocation of Human Resources in Agriculture • • • • • •
The Co-ordination of National and International Food
Policies . . . . . . " " . . . . . . . . . . . . . . . . .

97·

THE WARTIME· FOOD ADMINISTRATION OF THE STATE

S'Ull11ll.ary • • • • • • • • • • • • • • • • • • • • • • • • • • •

v

98
109
113

116
119

THE TEMPORARY AND LONG-RUN IMPACT OF THE WAR ON CANADI.AN
AGRICULTURE • • • • • • • • • • • • • • • • • • • • • • 121
Agriculture in the Context of Two World Wars • • • • • • • • 121
The Short-Run Effects on Canadian Food Production and Exports 127
The Short-Run Effects on Canadian Farm Prices and Incomes •• 138
The Post-War Development of Economic Philosophy • • • • • •• 149
The Long-Run Relationships of Supply and Demand • • • • • •• 15,
Summary and Conclusion • • • • • • • • • • • • • • • • • •• 160

BIBLIOGRAPHI. • • • • • • • ••• • • ••• • • •• • • • • • • •• •• 167

-v-

LIST OF TABLES

PAGE

TABLE
I

Acreage and Production of Wheat, Oats and Hay and Clover,
and 'Exports of Wheat: Canada, 1926-1940 • • • • • • • •

II

Production of Beef Cattle and Hogs, and Exports of Cattle
and Certain Pork Products: Canada, 1926-1940 •• • • •

7

Production of Milk, Butter, Cheese and Eggs, and Exports of
Cheese: Canada, 1926-1940 • • • • • • • • • • • • • • •

9

III
IV

General Wholesale Price Indexes, and Wholesale Price Indexes
for Nine Representative Agricultural Products: Canada,

1926-1940 .. • .. • • • • • • • • • • • • • • • • • • ••
V

14

Total Net Income of Farm Operators From Farm Operations, in
Current and Constant Dollars, in Canada by Regions:

1926-1940 • • • • • • • • • • • • • • • • • • • • • ••

16

VI

Exports of Canadian 'Wheat and Flour by Destination: 1938-1941.

31

VII

Exports and Imports of Pork Products by Principal World
Traders: 1938 • • • • • • • • • • • • • • • • •• • • •

33

Wartime .Subsidies Paid by the Federal Government on Certain
Food Products: Canada, 1941-1948 • • • • • • • • • • •

37

Acreage and Production of Wheat, Oats, Barley and Hay and
Clover, and Export.s of Wheat: Canada, 1936-19,1 • • ••

38

Production of Beef Cattle and Hogs,and Exports of Cattle and
Certain Pork Products: Canada, 1936-19,0 • • • • • ••

44

Production of Milk, Butter, Cheese and Eggs, and Exports of
Cheese: Canada, 1936-1949

,1

VIII
IX
X
XI

t

•

•

•

•

•

•

•

•

•

•

•

•

••

XII

Principal Canada-United Kingdom Food Contracts: 1939-194, ••

69

XIII

Per Capita Civilian Consumption of Meat in Canada: 1935-1946 •

71

XIV

Per Capita Consumption of Dairy Products in Canada: 1939-1946

77

vi-

TABLE

xv
XVI
XVII

PAGE
Commercial Marketings of Hogs, and Production of Eggs,
Evaporated Milk, Butter and Cheese in Canada by
Regions: 1939-1946 • • • • • • • • • • • • • • •

...

81

Canadian Balance of International Payments with the Sterling
Area: 1939-1949 • • • • • • • • • • • • • • • • • • ••

91

Expenditures From Canadian Mutual Aid Appropriations on Food
Supplies: Fiscal Years 1943-44 to 1945-46 • • • • • ••

94

..

XVIII

Acreages Sown to Certain Field Crops During Selected Years
in Canada: 1911-1946 • • • • • • • • • • • • • • • • • • 122

XIX

General Vlholes31e Price Indexes, and Wholesale Price Indexes
for Nine Representative Agricultural Products:
Canada, 1926-1950 . . . . . . , . . . . . . • • • • • • • 141

xx

XXI

Total Net Income of Farm Operators From Farm Operations, in
Current and Constant Dollars" in Canada by Regions:
1926-1950 • • • • • • • • • • • • • • • • • • • • • • •

144

Cash Income From the Sale of Farm Products, in Absolute and
Relative Terms, in Canada: 1926-1950 • • • • • • • • • • 147

LIST OF FIGURE'S

Page

FIGURE
A Comparison of Federal Subsidies on Dairy Products in
Canada: 1941-1947 • • • • • • • • .. • .. • • • • • • • •
The Organization of Governmental Agencies Directing the
Production, Marketing, Distribution and Export of
Food Products in Canada: 1939-1945 • • • • • • • • • • •

99

CHAPTER I
AGRICULTURAL CONDITIONS ON THE EVE OF THE WAR

IN CANADA

Prevailing Philosophy in Agriculture:

Economic Liberalism

Between the triUlllph of economic liberalism in the mid-nineteenth century trading world and the impact of the depression in the
nineteen-thirties, Canadian governments have held primarily to the
thesis that the purposes of national economic growth and prosperity
could best be served in peacetime by a system of private trading and the
open market in the distribution of agricultural products and the determination of their prices.lI Certainly, the state was willing to promote
the welfare of its agricultural economy by providing for technical
research, minimum standards and grades, and an institutional milieu for
the unrestricted operation of the price mechanism.

Moreover, when the

growth of monopolistic bargaining powers among groups in other sectors
of the national economy suggested that agricultural producers, in the
marketing of their products, might no longer be receiving the benefits
which a highly competitive economy was once reputed to give them, the
state could, without running counter to its ideal of private trading,
come indirectly to their aid by encouraging the extension of marketing

Y

See G. E. Britnell and V. C. Fowke, uDevelopment of Wheat Marketing Policy in Canada", Journal of Farm Economics, Vol. XXXI, No.4,
November, 1949, especially pp. b27-31.
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co-operatives.

But while these types of state intervention may have

demonstrated a sincere desire on the part of successive federal governments to advance the prosperity of Canadian agriculture, their efforts
were necessarily held within the confines of the prevailing philosophy
of economic liberalism.

By tradition, governments in Canada have been

strongly reluctant to interfere in any way with the allocative and distributive functions of the price mechanism.V When agriculture was
struck by depression in the nineteen-thirties, it was surrounded by a
climate of opinion dominated by a state "Which was dedicated essentially
to a laissez-faire philosophy in the production and marketing of its
products.

Effects of the Depression on Agriculture
Because the agricultural economy was largely organized on a
rigorously competitive basis throughout the nineteen-thirties, most of
the pre-depression levels of farm production were either maintained or
raised.lI In the face of falling general price levels in Canada, the
prices of agricultural products declined even more sharply as a result
of this relatively large volume of farm production.

At the same time,

many of the manufacturing and service industries possessed some degree

Y

See V. C. Fowke, !tRoyal Commissions and Canadian Agricultural
Policy", C.J.E.P.S., Vol. XIV, No.2, May, 1948, pp. 163-75.

2/

See especially J. E. Lattimer, The Interaction .2!. Demand, Price and
SUPPll of Some Canadian Farm Products, MacDonald College Technical
Bulletin No. 17, September, 1938, PP. 35-38; and W. :M. Drummond,
ftAgricultural Prices and Agricultural Production", Canadian Banker,
1943, pp. 134-46.
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of monopiistic power in market price determination, and they were often
able to maintain to some extent the prices of their products by curtailing production.

The resulting large-scale unemployment in the urban

centres meant that agriculture faced not only a situation of faltering
domestic and export demand for its products, but had to absorb a surplus
of population which migrated from urban to rural areas.

Consequently,

in spite of high levels of farm production, there was widespread underemployment of human resources in agriculture.

The combined effect of

widely fluctuating agricultural prices, increased restrictions on international trade, mis-allocation of farm resources and adverse weather
conditions, was to bring about sharp declines in net farm incomes.
Throughout the depression decade, the incomes of agricultural producers
remained extremely low, or at best, recovered only sporadically and
regionally.

The data in Tables I to V on farm production, exports, prices

and incomes in Canada during the nineteen-thirties, by comparison to
their pre-depression averages from 1926 to 1929, clearly suggest these
disastrous depression trends in the agricultural economy.!!!
For the analysis of agricultural production which follows, the
most important field crops in Canada -

wheat, oats, hay and clover -

have been selected as representative of the whole group of field crops
during the period under discussion.

The acreages which were sown annually

to each of these crops provide a rough barometer of what Canadian farmers

W

For comparative purposes, the averages of 1926-29 would seem to be
as close an approximation to normal economic activity as existed
at any time between 1914 and 1929.

-4anticipated their production would be for each year (see Table I).~
The land area devoted to wheat growing during the decade from 1929 to 1939
averaged approximately

25!

million acres annually, as against an aver-

age of 23 million acres for the three years from 1926 to 1928. Wheat
acreages were increased during the depression, at no time falling below
the level of the late nineteen-twenties, and Canadian farmers ended the
decade with about three million additional acres under crop.

The area

under oats in the decade from 1930 to 1939 averaged 13~ million acres as
compared with the pre-depression average of slightly less than 13 million
acres.

Oats acreages were well maintained throughout the depression,

ending the decade at approximately the same level as in 1926, and never
declining below their pre-depression average.

At the same time, how-

ever, the acreage devoted to the production of hay and clover fell
appreciably from an average of

10l million

twenties to an area fairly stabilized at 8
depression.

acres in the late nineteen-

3/4 million acres during the

This was undoubtedly due to a shift in cost-price relation-

ships 'Within agriculture itself, since hay and clover acreages showed no
discernible upward trend until wheat production was drastically curtailed
in 1941•.§! It is suggested, therefore, that whatever may have been the
effect of autonomous factors on the actual yields of field crops, and

21

§!

The volumes of field crops which were actually produced, in terms
of bushels or tons, are poor measures of the way in 'Which purely
economic conditions affected agricultura~ production. Although
crop yields had significant implications for farm prices and incomes, they were nevertheless highly subject to autonomous factors,
particularly the weather.
See for example Table IV below. The 1936-39 price indexes for
timothy hay were some 10 to 20 percent lower than they had been in
1930-35, while comparable price indexes for wheat and oats showed
marked improvements.

TABLE I - ACREAGE AND PRODUCTION OF WHEAT, OATS AND HAY AND CLOVER, AND EXPORTS OF 'WHEAT: CANADA,

1926 - 1940
Field Crop Acreages(a)
Crop
Year

Hay &
Clover
(100O)
acres

Wheat
[1000)
acres

Oats
(100O)
acres

1926-27
1927-28
1928-29
1929-30
1930-31

22,896
22,460
24,1l9
25,2"
24,898

12,741
13,240
13,137
12,479
13,259

9,,16
10,227
10,321
10,560
10,618

1931-32
1932-33
1933-34
1934-35
1935-36

26,3,5
27,182
25,991
23,985
24,116

12,838
13,148
13,529
13,731
14,096

1936-37
1937-38
1938-39
1939-40
1940-41

25,605
25,570
25,931
26,757
28,726

13,288
13,049
13,010
12,790
12,298

-

~

Field Crop Production(a)
'Wheat

-bus.

Oats
(1000,000)
bus.

Hay &
Clover

-

tons

Wheat Exports
Amount(b)
('000,000)
bus.

Percent

567
300
421

383
440
452
283
423

14.1
17.4
16.5
15.8
16.4

293
334
398
193
269

72
70
70
64
64

9,114
8,812
8,876
8,881
8,698

321
443
281
276
282

328
392
307
321
394

14.5
13.6

11.2
14.1

207
263
193
164
247

64
59
69
59
88

8,784
8,693
8,820
8,837
8,811

219
180
360
521
540

272
268
371
384
381

13.8
13.0
13.8
13.4
14.1

210
96
160
193
231

96
53
44
37
43

407
480

1l.4

Sources:
(a) Adapted from the Canada Year Book, 1930, p.209, table 3; 1940, p.204, table 6;
-- -table 7.
(b)

a,

and 1942, p. 199,

Adapted from the Bank of Canada Statistical summar August, 1949, p. 136, table XII. These data
include exports fiitJieform of both wheat grain an wheat flour. Export figures for the crop years·
1926-27 and 1927-28 were deduced from data in the Report of ~ Grain Trade ~ Canada, (Dominion
Bureau of Statistics, Ottawa), 1928, p. 142, table 93. Wheat exports are calculated as a percentage of total wheat production in each crop year.

I
\J"I.

I

-6-

however farm resources may have been shifted from one field crop to
another, the economic conditions of depression gave Canadian farmers no
special inclination to curtail their over-all production of these crops.
Turning the discussion now to the position of the livestock and
meat products industry during the same fourteen-year period, the most
important production trends may be deduced from changes in the total
production of beef cattle and hogs (see Table

11).11 In terms of both

money values and scale of operations, these two types of product represented
a major part of the livestock industry in the nineteen-thirties.

Cattle

production fell from an average of 640 million pounds annua.lly during the
years 1926 to 1929 to about ,00 million pounds from 1930 to 1932, recovering in the later nineteen-thirties to attain levels which were some\"that higher than before the depression.

Hog production as well was

generally maintained above the pre-depression average of 700 million
pounds annually, except for a negligible decline in 1930 and 1931, and
rose to record heights toward the end of the decade.§! On balance it

11

Changes in the total dressed weight of cattle and hog production are
taken as a more significant measure of production trends than the
numbers of animals which were actually slaughtered or marketed
connnercially. Although annual fluctuations in total weights are
closely correlated with changes in the numbers produced, an evolution of market standards and technological information through the
period caused the average weights and types of animals produced to
change accordingly.

~

Considered in relation to corresponding price indexes for steers,
hogs and bacon (shown in Table IV below), these figures suggest
that the substantial drop in cattle production and the less important fall in hog production which occurred in the early nineteenthirties were due primarily to sharp price declines from abnormally
high prices in the base period. The alternatives to livestoCk production shown by relatively high price indexes for dairy products
to 1931 would further bear this out.

TABLE II - PRODUCTION OF BEEF CATTLE AND HOGS, AND EXPORTS OF CATTLE AND CERTAIN PORK PRODUCTS:
___
CANl.DA,1926 - 1940
~.

Total
Production(a)

Commercial
Marketings(b)

Cattle
Hogs
- ( tOOO)-::no.
no.

Cattle
Hogs
- ( tOOO) no.
no.

1926
1927
1928
1929
1930

1,251
1,340
1,251
1,227
970

4,535
4,668
4,595
4,380
3,976

1,053
1,021
965
921
676

2,699
2,901
2,776
2,659
2,301

643
683
616
616
499

1931
1932
1933
1934(f)
1935

1,010
965
1,056
1,200(f)
1,388

4,185
699
4,705
619
4,700
743
4,630
933
4,720(f) 1,086

2,643
3,198
3,205
3,029
2,958

518
491
528

1936
1937
1938
1939
1940

1,570
1,620
1,519
1,546
1,560

5,482
5,828
4,858
5,128
7,244

3,797
3,986
3,246
3,706
5,457

-

-

(a)
(b)
(c)
(d)
(e)

(f)

-

1,283
1,381
1,074
1,183
1,210

-

Dressed Weight
Of Total output(e)

Cattle ( )
Exports d

Exports of
Pork Products(e)
Amount Percent
(tOOO,ooO)

Number
(tOOO)
no.

Percent

699
710
695
$84
614

176
216
169
163
28

14
16
14
12
3

110
82
52
39
20

16
12
7
6
.3

40
29
59
64
113

4
3
6

~~g(f)

652
114
703
703
590(f)

17
46
79
124
132

3
6
11
18
23(f)

770
766
740
754
757

685
717
613
653
902

234
222
130
209
157

15
13
9

174
219
118
195
353

26
31
29
30
39

Cattle
JOgS
(tOOO,ooO
Ibs.
1bs.

-

!P-!!.

~(f)
14
10

Includes beef cattle and hogs either slaughtered in Canada or sold alive in Canada and foreign
markets.
Includes only beef cattle and hogs marketed cormnercially in Canada through stockyards, direct
shipment to packing plants and direct exports.
Total output of cattle and hogs (columna) expressed as dressed weights.
Number of cattle exported and calculated as a percentage of total number produced (column a).
Weight of pork exported and calculated as a percentage of total dressed weight of hog output
(column c).
Figures for 1935-40 inclusive are not strictly comparable with those for 1926-34 because of a
different basis of calculation.

Sources.

Adapted and compiled from Live stock and Animal Products statistics: (ottawa, Dominion
Bureau of statisti;~lfor~eye~'~ 1~34iIi940 issue, p. 17.) tables 13-14; PP. 44-45,
tables ~~-53; and 1 2 issue,~. tl, table
.42For the y~ars ~935-hO, 1950 ~ssue,
PP. 13-14, tables- 3; pp. j"(-3 , tables . - ; and p. 4~, table 60. ----

.

-J
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would appear that Canadian livestock and meat JDarR:eting was hardly

~

more than momentarily reduced as a result of the depression; apart from

,

I

the temporary shifting of resources out of cattle production due to
changing cost-price relationships at the beginning of the nineteenthirties, the livestock industryg.eneraJ]y maintained itself throughout
the depression,

1

t

j J]

J

1

i

'1

1

t

Z

•

Significant trends in the production of Canadian dairy prod-

~

ucts during the depression are suggested by annual data on the manufacture of butter and cheese, as well as the total production of whole
milk (see Table III).

From an annual average of just under 13 billion ., ·

pounds for the years from 1926 to 1929, whole milk production increased
almost continuously throughout the depression to reach practically 16
billion pounds in 1939. Butter production also advanced steadily from
a pre-depression level of 215 million pounds per year to an average of

3.50 millions

in the period from

1936 to 1939. At the same time, however,

cheese production declined from an average of 1,0 million pounds annually
before the depression to a low of 100 millions in 1934, recovering only
moderately to 126 million pounds in 1939. It might thus be suggested
that the cheese industry was a depression casualty.

But even before

the depression, the 30 per cent curtailment of production which occurred
from 1926 to. 1929 suggests that long-run shifts in cost-price relationships within the dairy industry itself may have been a more important
influence in the decline in cheese production during the nineteen-

TABLE III - PRODUCTION OF MILK, BUTTER, CHEESE AND EGGS, AND EXPORTS OF CHEESE: CANADA,

1926 - 1940
Cheese ( )
Exports b

Production(a)
Year

Milk

Cheese
Butter
('000,000)

1bs.

~

~

1926
1927
1928
1929
1930

13,476
12,915
12,708
12,410
13,071

281
279
267
268
283

172
139
145
120
120

1931
1932
1933
1934
1935

14,340
13,997
14,084
14,452
14,562

325
313
318
334
338

115
121
112
100
102

1936
1937
1938
1939
1940

15,112
15,125
15,820
15,791
15,999

346
341
358
355
349

120
131
125
126
146

Eggs

-

~

Amount

('000,000)

Percent

Ibs.

148
137
10,
113
92

86
98
72
94
77

230
237
229
222
223

80
8.5
8.5
75
60

70
70
76
75
60

219
219
213
222
242

82
89
81
91
107

68
68
65
72
73

Sources:
(a)

Adapted from the Canada Year Book, various years, production and export tables.
:Milk figures include toti'liiiilk production, regardless of subsequent use made of
it; the amount going into the manufacture of milk products varied from 62 percent in 1930 to 65 percent in 1939. Butter and cheese figures include both
creamery and dairy products; the volume of dairy butter declined from 37 percent
or the total in 1926 to 24 percent in 1939, and the volume of cheese made out of
factories was negligible, rarely being more than one million pounds.

(b)

Cheese exports by volume, and expressed as a percentage of total production in
each year.

I
'0

I
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thirties.V Regardless of what factors may have been the principal

' \

determinants of resource movements within the dairy industry, it is
perfectly clear that total whole milk production
ially during the depression years.

Any

was

increased substant-

curtailment in the production of

cheese was more than offset by the increased volumes of butter and fluid
milk which were produced.

This analysis points to the fact that although the prevailing
conditions of demand did not seem to warrant it, the Canadian agricultural
economy not only maintained pre-depression levels of production of field
crops, livestock and dairy products throughout the nineteen-thirties,
but actually expanded the production of a number of particular products.
This was true not because of demand conditions, but in spite of them,
and agriculture felt the impact of contracting markets most acutely at
the point where it was most VUlnerable, in the export trade.!2I During
the nineteen-thirties, foreign demands for Canada's most important surplus agricultural products -

wheat, cattle, pork and cheese -

fell

sharply from their former levels in the pre-depression base period (see
Tables I, II and III, above).

In the years 1926 to 1929, this country

21

In Table IV, it is seen that the price> of #U.lk. roQ,§.$~ ~#;tll$r~q,¥ic~y
to relatively high, stable levels after the sharp drops of 1930-31.
At the same time, the price of cheese declined more sharply than
other dairy prices from its abnormally high index of 115.2 in 1929
to a low of 52.8 in 1933-34. The extreme slump in cheese exports
which is indicated in Table III was undoubtedly a principal factor
in the sharp decline of cheese prices in the early nineteen-thirties.

!21

See W. M. Drummond, "Canadian Agricultural Price Problems and
Policies", Journal of Farm Economies, Vol. XXXI, No.4, November,
1949, pp. 581-93. - -
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depended on European markets, particularly that of the United Kingdom,
for the sale of 70 per cent of its wheat crop, some 10 per cent of its
hogs in the form of fresh and cured pork, and almost 90 per cent of its
cheese production; it also looked to the outside world, notably the Unit ad
states, for the export of

15

per cent of its beef cattle.

The decline

in the volume of these exports which occurred in the succeeding depression

years was very marked, and pork was the only one of these four important
products to have fully recovered even by the end of the decade.

While

the absolute fluctuations in export volumes over the decade were extreme,
however, the ratio of exports to total production in each case remained
relatively more stable.

A reference to the three tables above shows this

fairly close correlation between the production and export of agricultural
products.

Those products which were most affected by the instability of

the export trade also showed some tendency toward production curtailments
at various times through the course of the depression.

such factors lend

support to the conclusion that in spite of the over-all tendency of farm
production to expand during the nineteen-thirties, the agricultural connnodities which had become highly dependent on the world market in the
earlier decades of the century could not escape the depressing effects
of declining world demands on agricultural cost-price relationships.
Moreover, the nineteen-thirties saw changes brought about in
the institutional structure of world trade which intensified the effects
which declining incomes had on world demand. Restrictions on international exchange everywhere appeared, partly because national states attempted
to protect their faltering industries against declining demands and growing surpluses of foreign agricultural products, and partly" it is
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suggested, because the fear of war induced them to seek a greater measure
of national self-sufficiency.

After the conclusion of an international

conference of agricultural economists held in Germany in 1934 to deal
with the unsatisfactory state of world trade, a Canadian representative
commented in the e.S.T.A. Review as follows:!!!
The conference started on a fine note on international
good will ••• !.Jug after the opening speeches, the
dominant note was one of nationalism • • •• Striving
for agricultural, commercial and financial independence,
most countries of the 'World have moved far into the
field of uneconomic production. Costs of production
are now becoming negligible factors in determining the
fields of endeavour within each nation. Countries
well-equipped for industrial pursuits are turning by
plan to crop production at tremendouB unit costs.
Other countries well-blessed by nature for farm production are turning by plan or in desperation to industrial development.
In Canada, the Imperial Trade Agreements of 1932 marked an important step
toward bilateral trade relations.

This reaction to the intensification

of trade restrictions in the world is particularly significant in view
of the philosophy of economic liberalism traditionally espoused by Canadian governments.

In the same vein, the Economic Annalist remarked

12/

editorially in 1934:

This LDationalisy, plainly enough, is a situation
which Canada must appreciate; our hope for the present
and at least for the immediate future lies in Empire
trade and, to a lesser extent, in trade with the
United states and South America.

W

T. W. Grindley, ltNationalism vs. Internationalism", December, 1934,
p. 126.

!Sf

"International Conference of Agricultural Economists", December,
1934, p. 58.
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Because Canadiap agricultural production was not generallY'
curtailed when depression struck the economy in the nineteen-thirties,
it was to be expected that the sharply declining demands which resulted
from industrial unemployment at home and the intensification of trade
barriers abroad should bring about larger price falls in agriculture
than in other sectors of the economy. Prices in the economy as a whole
-- as reflected in the general wholesale price index -- declined from
100 on the 1926 base to a low of 66.7 in 1932; during the same period of
years, the general wholesale index of farm prices fell from 100 to 48.4
(see Table IV).

Although the price recovery in the whole of the Canadian

economy was slow until 1939, increases in the farm price index through
the decade remained almost consistently far behind the general wholesale
price rise.

The only exception to this relationship occurred in 1931

when Western Canada suffered the 'Worst crop failure in its history, and
the pressures of short grain supplies were reflected in high price
indexes for both grain crops and cattle.

By the end of the decade, the

prices of animal products -- particularly for cattle, pork and milk had made the most progress toward recovery among agricultural products.
After having attained relatively high levels in 1937, however, the prices
of field crops fell generally into another depression, and as late as

1939, the wheat price index was still floundering at 43.1. While no
attempt is made here to argue the justification for a price parity on the

1926 base, the fact remains that most farm prices not only declined more
drastically than the general price level during the depression of the
nineteen-thirties, but remained below it well into the early part of the
nineteen-forties.

\I

\

TABLE IV - GENERAL WHOLESALE PRICE INDEXES, AND WHOLESALE PRICE INDEXES FOR NINE REPRESENTATIVE
_____ _ ~~_
~__ AGRI9ULTJJRA.L PRODUCTS: CANADA~ 1926 - 1940
rBas-e~I$f2o:-IOO}--~

General
Wholesale
Price
Index
(a)

All
Farm Field Animal
Products Crops Products
(b)
(c) . {dJ

100.0 100.0
102.1 99.9
100.7 92.6
100.8 93.8
82.3 10.0

Wheat Oats
(e)
(f)

~

100.0
105.7
114.3
112.5
102.9

100.0
99.0
90.2
89.8
63.0

100.0
113.3
112.9
115.8
80.5

100.0
99.1
92.8
105.2
94.8

100.0
111.9
143.0
136.0
119.9

100.0
77.7
78.9
92.6
92.5

85.8
75.2
63.2
75.1
87.8

56.4
35.3
41.6
64.6
67.4

{g)

Steers (o,s Bacon Milk Butter Cheese
(h)
i
(j)
(k)
(1)
(m)

100.0· 100.0
80.5 105.2
86.9 107.7
86.1 105.0
97.7 101.7

1926
1921
1928
1929
1930

100.0
97.7
96.4
95.6
86.6

1931
1932
1933
1934
1935

72.1
66.1
61.1
71.6
72.1

56.3
48.4
51.0
59.0
63.5

43.6
41.1
45.8
53.8
57.3

77.6
60.7
59.7
67.7
74.0

39.3
37.2
40.8
50.0
56.5

52.9
53.1
53.8
70.4
70.2

84.4
62.7
69.2
88.8
70.3

61.5
40.6
47.9
80.9
71.2

1936
1937
1938
1939
1940

74.6
84.6
18.6
75.4
82.9

69.)--1,

65.8
88.3
69.0
54.2
56.0

75.3
85.0
81.3
81.2
85.8

62.7
89.6
67.9
43.1
51.6

73.1
99.6
75.3
56.2
64.0

52.4 75.6 63.5 72.3
56.3 104.0 68.1 73.3
61.4 85.5 71.5 19.1
56.8 94.2 66.3 74.5
76.4 107.2 65.3 72.1

87.1
73.6
64.3
67.1

100.0
102.4
101.7
104.9
84.4

100.0
100.2
115.2
109.1
94.9

80.5
60.7
65.5
77.1
86.0

65.3
54.7
56.6
59.5
60.5

70.9
57.0
52.8
52.8
58.3

86.0
89.7
89.0
86.0
86.0

61.9
68.7
68.7
60.2
66.0

66.5
75.1
75.1
74.1
83.7

Grades and Markets Used as Base:
(e)
(f)
(g)
(h)

(i) Hogs, bacon, Toronto. (Until Sept., 1929:
"thick, smoothU) .
(j) Bacon, No. 1 smoked, Toronto.
(k) Milk, Montreal.
(1) Butter, No. 1 creamery, Toronto.
(m) Cheese, new large, Montreal.
Aaapted from Prices and Price Indexes. (Dominion Bureau of Statistics, ottawa) as follows:
Column (a) above: 1913-1943, p~ ii, table 3. Columns (b) to (d) above: 1913-1943, p. 46, table
15. Columns (e) to (m) above: 1913-1928, pp. 131-146, table XIV; 1913-1931, pp. 84-94, table
XIII-A; 1913-1933, pp. 84-88, table--nv; 1913-1936, pp. 29-34, table V; and 1913-1940,
pp. 12-19;tabIe1.
-

Wheat, No. 1 Manitoba Northern.
Oats, No.2 C.W.
Hay, Timothy No. 2 Quebeo.
Steers, good, over 1050 Ibs., Toronto. (Until
April, 1930: "good, 1000-1200 Ibs. n )

Sources:

t=-
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The chief significance of the agricultural price situation
during the nineteen-thirties was the effect which it had on net farm
incomes.

Producers saw their real incomes squeezed when the prices of

the products which they sold fell faster and remained lower than those
of the goods which they bought.

The tendency toward 10wered incomes was

intensified by high operating costs and by the existence of a fixed
capital structure which had been acquired for the most part during former
periods of high farm incomes.

Net farm income in Canada fell from an

average of $650 million per year during the period from 1926 to 1928 to
a low of $120 million in 1933, recovering only slowly to $450 million in
1939 (see Table V).

Even when they are adjusted for shifts in the index

of farm living costs, net incomes in terms of constant 1935-39 dollars
had by 1933 declined to some 22 per cent of the level which prevailed in
the base period.

All agricultural regions in Canada sustained a heavy

blow from these conditions, but British Columbia probably suffered the
least and showed the highest rate of recovery.

On the other hand, while

more than half of the national farm income had gone to the Prairie
Provinces in the late nineteen-twenties, this region was the only one to
receive an over-all negative farm income in 1931, and again in 1933;
the extreme degree to which prairie incomes can fluctuate is indicated
by the fact that while this region was reduced to the point of consuming

its capital in the ear1y depression years, it was showing strong signs
of recovery by 1939.

At the same time, farm incomes in the Maritime and

Central Provinces declined somewhat more than 50 per cent from the 1926
base to 1933, recovering moderately during the latter half of the depression.

~

TABLE V - TOTAL NET INCOME OF FARM OPERATORS FROM FARM OPERATIONS, IN CURRENT AND CONSTANT DOLLARS,
IN CANADA BY REGIONS: 1926- 1940
(Millions of dollars)
Net Farm Income
_._

-~--~-

~.-

..

~_._---~_

..

in

~--_.~---

Net Farm Income in Constant Dollars(c)
(Base 1935-39 : 100)

Current Do11ars(a)

Canada

~

Que. Ont.

Farm Fami1y(b)
Living Cost
PEr
Sask.
Index
N.S.
Alta. B.C. (1935-39 : 100) Canada N.B. Que. Ont.

1926
1927
1928
1929
1930

630.0
643.7
663.7
433.0
339.6

36.3
32.6
32.4
30.5
28.2

92.6
88.9
97.0
90.2
73.3

320.6
334.6
339.2
126.7
85.5

1931
1932
1933
1934
1935

138.3
133.5
117.3
210.5
242.1

17.8
13.9
17.6
18.8
22.6

1936
1937
1938
1939
1940

240.7
317.2
371.4
453.2
476.0

26.7
28.4
25.5
23.5
24.6

Man.

PEr
N.S.

16.4
16.5
20.3
19.8
14.1

121.1
119.8
118.5
117.3
113.7

520.2
537.3
560.1
369.1
298.7

30.0
27.2
27.3
26.0
24.8

76.5
74.2
81.9
76.9
64.5

53.0
38.3
36.9
48.0
50.4

90.1 -31.2 8.7
1$.4 7.,
56.8 - 5.2 11.2
87.4 45.6 10.8
93.7 62.6 12.7

103.9
97.8
95.8
97.9
97.9

133.1
136.5
122.4
215.0
247.3

17.1
14.2
18.3
19.2
23.1

51.5
39.2
38.5
49.0
51.5

61.0
64.6
66.9
77.3
84.6

92.0 46.3 14.8
123.9 84.8 15.7
121.5 141.0 16.6
129.8 204.9 17.7
132.2 216.1 18.5

98.3
102.9
101.9
99.5
108.5

244.9
308.3
364.5
455.5
438.7

27.1
27.8
25.0
23.6
22.7

164.0
171.2
174.8
165.7
138.5
5a~',

(b)

(c)

Calculated from data in parts (a) and (b).

135.4
142.9
147.5
141.3
121.8

Man.

Sask.
Alta. B.C.

264.7
279.3
286.2
108.0
75.2

13.5
13.4
17.1
16.8
12.4

86.7 -30.2 8.4
59.8 15.7 7.7
59.3 - 5.4 11.7
89.3 46.6 11.0
95.7 63.9 13.0

62.1

93.6

62.8

120.J-f,

47.1
82.4
65.7 119.2 138.4
77.7 130.5 205.9
77.9 121.8 199.2

15.1
15.3
16.3
17.8
17.1

I
J-I
0\

I
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As a result of a decade of faltering domestic and foreign
demand, wide fluctuations in agricultural prices, and a series of low
crop yields, Canadian agricultural producers sustained heavy economic
and social losses.

Declining levels of farm income spelled an extremely

low standard of living per person, particularly when an urban-rural
migration of population added to the numbers who der.ived their existence
from agricultural pursuits.

Even by 1939, personal standards of living

in rural areas were regaining their pre-depression levels only regionally and with difficulty.W

Effects of the Depression on GOvernment Attitude:
Economic Intervention

The Rejection of

In spite of the disastrous effects which the depression had
on prices and incomes in the agricultural economy, Canadian governments
continued throughout the decade to hold that the function of the state
could be no more than to assure the proper and free operation of private
marketing and exchange.

In Canada, farm groups continuously exerted

political pressure on the Federal Government in an attempt to bring about

..

some measure of state control in the marketing of agricultural products.
In other countries of the world -

even the United states -

the nineteen- \ ,.,

thirties brought about far-reaching modifications in the prevailing
attitudes of governments toward economic intervention.

However, neith er

pressure groups at home nor examples of other governments abroad made any

W

See G. V. Haythorn, "Unemployment in Relation to Agriculture",
e.S.T.A. Review, December, 1937, especially pp. 326-28.
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significant imprint on the Federal Government, which even by 1939 had
scarcely more than admitted the necessity of granting to agriculture
some temporary relief from a seemingly chronic condition of depression.
From the beginning of the nineteen-thirties, despite the fact
that the pool organization was in serious difficulties, the Federal
Government continued to insist that an extension of the technique of Co-

1"

operative marketing was the only appropriate rem.edy for agricultural
depression.

Any suggestion that good effect might result from state-

guided manipulations of the market mechanism was abruptly discounted,

as, for example, in the following excerpt from an unsigned article in
the Economic Annalist in

1931:~

We need more education dealing with the principle of
co-operation [i.n§ with supply and demand ••• and
less emphasis on the arbitrary control of prices.
Co-operative marketing, it was held, would eliminate much waste in the
distribution of agricultural products, and so would 1:iend to raise farm
incomes by lowering marketing margins.

Summarizing the various forms of

national and international economic intervention which had appeared in
the world to the middle of the depression, a representative of the Federal
Department of Agriculture came to the following conclusion in the Economic
Annalist in 1934:W

W

"Farmers in Canada Have a Keen Interest in Co-operationlt , February,
1931, p. 10.

W

J. Coke, "Efforts to Control Marketing by Government Boards or
Organizations Acting with Government Support", (part three),
September, 1934, p. 42.

I(

v

U IV I
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(J)
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~
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\:Q)1-_' ,'....
t!hii!legislation • • • is evidence of the

gr~

ing importance of the state in controlling business.
The demand for such control arises in part out of
the chaotic conditions of depression, and also is
an expression of the necessity of adapting business
to meet the requirements of society. We are still
groping about for an effective means of increasing
business efficiency. In so doing we must be careful to preserve the good points of business organization as we have known it and add to it such
social control as is necessary to protect the interests of the primary producers and those of marketing
agencies which are capable of efficiently rendering
the services required by consumers.

~'9
c.9/

r

P~€"~~N
'~._--,~.

By rejecting all forms of state activity which ran counter to its trad-

itional economic philosophy, the Federal Government urged greater efficiancy in business as the most potent means that it could suggest toward
economic recovery.
As the depression continued through the decade, the agricultural
economy continued to show no sign of a speedy recovery from its difficUlties, and the Federal Government began to make an ostensible attempt
at assisting the producers.

The first notable legislation along this

line was the Natural Products Marketing Act of

193~ which

involved

the principle that where the majority of the producers of a given agricultural product in a particular area desired to market that product
collectively, the opposing minority might also be compelled by law to
sell its produce through a central producers' marketing agency.

By per-

mitting producers to exercise some measure of control over the volumes
of produce which were marketed, the Act attempted to improve marketing

W

24-2,5 George V, C.57.
in 1936.

This Act was declared ultra vires of Parliament

,>.
J.. ,
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methods, and thereby presumably to minimize the effects of price fluctuations.!1I In this, the Government apparently intended little more than
the use of its coercive power to strengthen the co-operative form of
marketing.

By

the mid-nineteen-thirties, the Government seemed on the

verge of revising its traditional attitude toward economio intervention.
The Canadian Wheat Board Act of 19351§1created a state trading agency
through which the wheat producers might voluntarily market their wheat
at prices to be set each year by the state.

Through the VlheatBoard, tije

state entered directly into the field of wheat price supports, and to
this end it contributed public moneys in 1935, 1938 and 1939, when the
market price of wheat fell below the Board price.~
Although the introduction of state trading appeared to signal
a bold new phase in the peacetime agricultural policy of the Federal
Government, it could scarcely be considered more than a new twist to an
old policy, designed to meet the times.

Not only was this kind of inter-

vention to be on a purely voluntary basis, but it was to be guarded
jealously for a single product, wheat.

!11

This was made abundantly clear in

See Department of Agriculture, Federal Agricultural Marketi~ and
Price Legislation, Canada 1930 to 1950, ottawa, November, 19~O,
pp. 13-17.

18/ 25-26 George V, c. 53. A precedent existed in the Order-in-Council
of June 11, 1917, which established the Board of Grain Supervisors.
The Act also permitted the Wheat Board to extend its operations to
oats, barley, flax. and rye, but this power was not used until the
war period.

~ See Department of Agriculture, Federal Marketing Legislation,
~.

cit., pp. 17-21.

~
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1939 when the Agricultural Products Co-operative Marketing Ac~was
brought forth as an ingenious compromise between the principles of
private marketing and state-supported prices.

The Act permitted the

state to guarantee commercial bank loans to approved agricultural
marketing co-operatives for their initial price payments to producers.
These initial payments were to be determined each year by the state on
the basis of average prices prevailing in Uwnediately preceding years.
The legislation could hardly have been intended to do more than lend a
measure of relief to groups of producers who might be distressed by
sudden and unforseen price fluctuations.
A decade of depression did not significantly alter the traditional attitude of the Federal Government toward state economic assistance.
All the important pieces of agricultural legislation enacted during the
nineteen-thirties -- the three Acts discussed above and the Prairie
Farm Assistance Act of 1939~-- considered in their combined effect on
the welfare of Canadian agriculture, evidenced but the bare admission
that when sections of the economy are urgently distressed a temporary
emergency then exists which the nation as a whole may be called upon to
assist.

Throughout the decade, the efforts put forth by the state to

counter the inroads whiCh the depression had made on prices and incomes

~ 3

George VI, c. 28.

The

\~eat

Co-operative Marketing Act, 1939,

(3 George VI, c. 34), was a companion bill creating the same condit-

ions for the marketing of wheat.
see ~., pp. 38-40.

For a discussion of these two Acts,

~ 3 George VI, 0.50. For a discussion of agricultural legislation,
see G. E. Britnell, "Dominion Legislation Affecting Western AgriCUlture, C.J.E.P.S., Vol. 6, No.2, May, 1940, pp. 275-82.
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seemed to be concerned with nothing more fundamental than greater
efficiency in the operation of markets.

Whatever attempts the state may

have made to influence the supply of agricultural products were quite
insufficient to change the course of the depression.

That the state

might have softened the effect of the depression by artificial manipulations
of demand was scarcely ever suggested; the distribution of public relief
payments was carried out on humanitarian rather than economic grounds.
By the end of the decade it had become apparent that the problem of
agricultural surpluses could not be solved merely by the improvement of
marketing methods.

If agricultural prices and incomes were to attain

socially desirable levels, either production would have to be curtailed
or demand would have to increase.
should -

That either of these ends could -

or

be accomplished by state action was apparently unthinkable.

Uncertainties of the Early War Period:

the Export Dilemma

As agricultural producers and the state continued in 1939 to
struggle in the dilemma of depression surpluses, the Second Vforld War
promised a strong renval in the export markets for Canadian farm products.
Because of their comparative proximity to the battlefields Canadians
wers convinced that the Allied nations would be much more dependent on
the agricultural surpluses of this country than they had been in the preceding decade.

They hoped particularly to be able to find sufficient

markets to absorb at high prices the entire 1939 Canadian wheat crop of
521 million bushels -

despite the fact that all-time records in world

wheat production in 1938 and 1939 rendered the prospect somewhat tenuous.
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A continuation of a trend which had been developing in the late nineteenthirties toward larger pork and bacon exports from Canada to the United
Kingdom also seemed assured by the declaration of war.

Although it was

not certain that the market experience of the First World War could be
repeated, Canadians did not anticipate that the economic conditions of
the Second World War would induce any pronounced changes in the peacetime structure of their agricultural economy. For eight months after the
commencement of hostilities the food objectives of the Allied nations were
confused by the inevitable difficulties of organizing a war economy on an
international basis, and it was impossible to develop a clear-cut
wartime agricultural policy for Canada.
In the winter of 1939-40 it "Was confidently recalled that the
First World War had induced not only a general rise in farm prices, but
also a large expansion in the production and export of Canadian wheat to
the Allied nations in Europe.~ The common assumption seems to have
been that Allied demands for wheat in the Second World War would somewhat
parallel those of 1914 to 1918. It was not clearly recognized that a
decade of attempts by European nations to inject a measure of selfsufficiency into their agricultural economies, together with the huge
world accumulations of wheat in the late nineteen-thirties, rendered inappropriate any such comparison between 1914 and 1939. In spite of the
low wheat prices which prevailed well into the late

spr~ng

of 1940,

confidence still remained unshaken in many quarters that the price of
Canadian wheat could not for long escape being carried along in the

~ See for example the Economic Annalist, October, 1939.

'l:: \

,.
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"inevitable" upward pressure which is exerted by wars on general price
levels.W

1940 -

The sowing of 28.7 million acres to wheat in the spring of

two million more than in 1939 -

bore witness to this confidence.

Although the outbreak of war brought with it the definite
promise of new markets through which Canada could at last dispose of its
troublesome depression surpluses -- and in spite of the assumption made
by many Canadians that wheat would be the principal beneficiary in the
process -

the early course of Allied food demands provided few clues as

to which of the many surpluses would, after all, be taken.

Exports from

the 1939-40 wheat harvest amounted to some 193 million bushels, only

37 per cent of the crop, as against 70 per cent of comparably sized crops
in the base period from 1926 to 1928. The First Bacon Agreement between
Canada and the United Kingdom in October, 1939, guaranteeing a market
for at least 291 million pounds of bacon and hams in the succeeding
twelve months, encouraged the further expansion of hog production.

But

after three months of brisk bacon exports, the United Kingdom announced
in February,

1940, that deliveries were to be curtailed, and the Canadian

Government was obliged to ask domestic consumers to "eat more pork" in
order to avoid the accumulation of an unmanageable surplus.

The American

quota system maintained an effective limit on beef cattle exports to
markets in the United states.

The definite revival which occurred in the

cheese exporting industry in the early months of the war was rather ofr,set by a severe contraction in former export markets for Canadian apples,
tobacco and potatoes.

W

The general weakness of this country's export trade

See T. W. Grindley, tiThe Wheat Situation", a.S.T.A. Review, March,

1940, pp. 13-14 and 18.

- 25 to the spring of 1940 might have .made Canadians sceptical of their origina1 calculations of Allied food requirements.

Except for slightly increased

shipments of pork, no particular trends in arr:f direction appeared in the
demand for Canadian agricultural exports, and the validity of the'wheat
hypothesis therefore remained uncertain.
A.t the heart of the export dilennna was the problem of economic
integration for total war.

It was only gradually and with difficulty

that the Government of the united Kingdom found a means of reconciling
satisfactorily the efforts of several ministries which at times sought
inconsistent objectives relating to the food supply, the price level and
foreign exchange, the armed forces, and shipping, port, inland transport
and storage facilities.~ Even when national objectives were once clearly
laid down, they then had to be reconciled with the policies of other
governments.

The greatest difficulty facing British agriculture, for

example, 'Was an acute shortage of feed stuffs.

As early as 1938 it had

become an accepted base of agricultural policy in the United Kingdom to
concentrate on the production of beef cattle and sheep, and, should the
exigencies of war force a severe restriction of feed imports, toallOll'
the hog and

poul~ry industries to be curtailed.~ This situation

facilitated the First Bacon Agreement because it coincided with a timely

J. Harmnond, ~, Volume I, The Growth .£!. poliq, (ad. W. K.
Hancock, a series on the History of the Second World War), London,
1951, Chs. 3 and 5.
- -

24/ See R.

~

See W. Allen, nAs Viewed From Londontt , C.S.T.A.Review, March, 1940,
pp. 3-6.
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expansion of the Canadian hog industry; with other products the task or
international integration was less simple.

\ \

It is suggested that the

failure of Canadian export markets to develop definite trends in the early
months of the war was due partly to administrative difficulties, partly
to a shortage of shipping facilities, and in large measure to the fact
that the fortunes of the war itself were as yet ill-defined.
These circumstances rendered well-nigh impossible the development of any full-scale war policy for Canada.

The small number of

agencies for the control of agricultural products which the Federal Government had created up to May, 1940 -

compared with the unprecedented

proliferation Tdlich occurred in succeeding years of the war example of the lack of intensity and direction in Allied food

was an

demands.~

When the United Kingdom and France felt the pinch of curtailed agricultural supplies from other areas in Europe, their reaction was for the most

part simply to tighten their belt; this necessarily reduced Canadian
agricultural policy to one of mere preparedness for any emergency.
Agricultural unrest in Canada resulted from the sluggishness of markets
and the thwarting of patriotic incentives to make a more tangible contri-

bution to the war effort.

After several months of ostensible total war,

the C.S.T.A. Review gloomily summed up editorially:W

f:!:J

Apart from the Agricultural Supplies Committee (p.e. 2161, September
9, 1939) and the Wartime Prices and Trade Board itself, the only
notable agency of control concerned with agricultural products was
the Bacon Board (P.C. 4076, December 13, 1939).

W

June, 1940, p. 1.
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Up to now our advice to those seeking guidance
has been: UCarry on as you have been - emphasizing quality and keep your place in shapeu.

Milita;y Realities Resulting in the Definition of Allied Food Requirements
In the spring of 1940 the tides of battle turned against the
Allied nations, and Denmark, Norway, Holland, Belgium and France fell in
quick succession before the German offensive.

If foreign demands for

Canadian agricultural products had for eight months of the war shown no
discernible trends, military realities now combined with the facts of
geography to dictate the principal lines along which Canada's contribution to the Allied Food supply would run.

On the one hand, the United

Kingdom had lost its continental sources of livestock and dairy products;
on the other, Canada could no longer entertain hopes of significant
wartime export markets for wheat beyond the United Kingdom itself.
Because of the constant submarine menace in the Atlantic Ocean, the United
Kingdom would now find it necessary to rely on North America, and
particularly on Canada, as the closest possible source of agricultural
products.

Currency stringencies and the dangers of trans-Atlantic

shipment imposed on her a highly selective import policy, "eliminating
those products which gave the least food value for a given expenditure
and which made the greatest demands on shipping facilitiestt.W The only
important overseas market remaining to Canadian agriculture would henceforth require large quantities of pork, poultry and certain dairy products;

W. M. Drummond, "Canada' s Agricultural Vlartime Experience and Policy",

Canadian Banker, 1946, p. 116.
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wheat exports would be held to a strict minimum, and the shipment of
almost all other food products would effectively be stopped.

This sudden

change in the course of tne war, which was followed by another record
Canadian "Wheat harvest of

540

million bushels in the autumn of

1940,

made it abundantly clear to Canada that a drastic structural re-organization of agriculture would be imperative.

Summary
vVhen the depression struck Canada in the nineteen-thirties,
agriculture was the most highly competitive sector of the national economy;
because of this, and despite declining demands, farm production was maintained at or above its pre-depression levels.

At the same time, farm

prices not only went the downward way of most other prices, but declined
to a greater degree than those in the secondary and tertiary industries,

,

whose institutional structure permitted part of the effect of falling
demands to take the form of curtailed output and increased unemployment.

"\j

These widening price differentials compressed real farm incomes to disproportionately low levels.

The situation was further aggravated by the

l:e.tUtm of unemployed urban wrkere';1 to rural bomeB;, and by a series of

low grain yields.

The most acute form of declining demand for agricultural

products came about as a result of the extension of world trade
restrictions, and producers of the great surplus products -- wheat, cattle,
hogs and cheese -

felt the added squeeze on prices and incomes.

Farm groups looked to the state to manipulate markets in their
behalf as a partial corrective to these conditions.

Because it was
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traditionally opposed to any kind of economic intervention which would
restrict the classical functioning of the price mechanism, the Federal
Government held rather that co-operative marketing was the only appropriate
means of combatting depression.

By

the end of the decade, the Government

had little more than admitted the necessity of dispensing temporary
relief to agriculture, and had certainly showed no inclination to seek
a permanent remedy beyond the assumptions of laissez-faire.

The outbreak

of war in 1939 thus found producers eager for the export possibilities
which it offered them.

~.

\

If no satisfactory means had been found to deal

wi th depressed demand artifically, then the exigencies of war would

surely give it a natural stimulus.
For eight months, difficulties of economic integration and uncertainty in the tides of battle made it impossible either to develop a
clear-cut agricultural policy for Canada, or even to discern any positive
trends in the export markets.

It was confidently assumed that wheat woUld

be among the vital weapons of war, and the 1940 wheat acreage was increased
accordingly; yet no sooner was the seed in the ground than most of Europe
succumbed to the German war machine.
position was clearly defined:

By

June, 1940, the Allied food

the United Kingdom must rely on Canada for

animal products to replace the continental sources lost to the enemy,
and Canada would find it imperative to effect a major shift from wheat
to animal products i f it were to avoid serious agricultural surpluses.

\ "-

CHAPTER II
THE STRUCTURAL TRANSFORMATION OF CANADIAN AGRICULTURE

The Basis of a Wartime Agricultural Policl
By the autumn of 1940, a clear-cut wartime food policy for

Canada not only had become definitely possible but was urgently needed
i f the condition of acute disequilibrium then existing in the agricult-

ural economy was to be rectified.

On the one hand, it was practically

certain that the bumper Canadian grain harvest of 1940 would bring about
an almost unmanageable surplus of wheat during the succeeding winter
months; on the other, the capitulation of a number of Allied nations on
the European Continent pointed to a marked expansion in the demands of
the United Kingdom for Canadian livestock and dairy products.

Because

the circumstances rendered it imperative that the state take positive
action to assist agriculture in the adjustment which it would have to
make, the Federal Government began to develop means by which it could
carry out this new wartime role.

Throughout the war years, the activities

of the state with respect to the agricultural economy were little more
than a series of expedient moves designed to meet specific situations
as they occurred; if an integrated, consistent wartime food policy can
be said to have emerged at all, that policy was necessarily SUbject to
constant revision.
\fhile the export difficulties of agriculture in the summer of

1940 were somewhat offset by better domestic markets for food products,
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TABLE VI - EXPORTS OF CANADIAN WHEAT AND FLOUR BY DESTINATION: 1938 - 1941

(millions of bushels)
Destination

1938-39

1939-40

1940-41

87
27

133
26

191
40

.M

34

160

19.3

The United Kingdom:
Other free countries:
Areas controlled by
Germany: (after 1940)
Total Exports:
Sources:

231

Adapted from C. F. Wilson, "Marketing Vlheat", C.S.T.A. Review,
December, 1940, p. 7; and Department of Agriculture, Exports
of Canadian ~ Products, War and Post-war Developments,
ottawa, 1949, p. 60, t. 37.

Canadian producers still wondered if it would be possible to maintain
agricultural production during a protracted period of market restrictions
overseas.!! Although wartime conditions brought about the loss of a
market which had absorbed some

50

million bushels of Canada's 1938 wheat

crop, the problem facing producers and the Government was not really the
sudden curtailment of these particular wheat exports; in fact, the increased wartime wheat requirements of the Umted Kingdom 'Were more than
sufficient to offset any declining demands from other parts of Europe
(see Table VI).

The heart of the Canadian wheat dilemma lay rather in

the fact that the bumper crops of 1939 and 1940 placed extreme pressures
on the traditional domestic and export markets -

pressures which the

countries now under German occupation might at best only have leasened.

Y

See for example, "The Position of Agriculture", editorial, e.S.T.A.
Review, December, 1940, pp. 1-2.
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After the 1940 harvest the unmarketed carry-over remaining in Canada
was twice as large as the facilities in which it could be stored, and
the country was thus virtually glutted with wheat.Y Because the extreme
nature of the wartime wheat problem did not appear clearly until some
months after the 1940 spring seeding had been completed, the Federal
Govermnent was reduced to adopting whatever temponry expedients seemed
appropriate until a more basic policy could be devised for the next crop
year.

In order to prevent the domestic market from taking too great

advantage of a tight export situation, a processing levy of 15¢ per
bushel was imposed on all Wheat manufactured for human consumption in
Canada.

The Government grappled with the storage problem by restricting

producers' deliveries to the Wheat Board to a quota of 5 bushels per
sworn acre seeded to wheat.

As the passing weeks made more storage

space available, quotas were gradually raised at various dates and
delivery points, and producers received supplementary

pa~ents

on a slid-

ing-scale basis for having stored the unmarketable portions of their 1940
wheat crop through the winter months.

In April, 1941, it was announced

that delivery quotas would no longer be in effect.
In sharp contrast to the wheat glut which occurred in Canada
in the autumn of 1940, the adverse fortunes of war in Europe during the
preceding summer had the effect of directing heavy additional British.
demands for animal products toward Canada.

The Second Baoon Agreement

oalled for the shipment of some 425 million pounds of Canadian bacon and

y

See G. E. Britnell, ttWhat About Wheat?", Behind the Headlines,
(Toronto, Canadian Institute of International Affairs), Vol. 2,
No.1, September, 1941, pp. 6-19.
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TABLE VII - EXPORTS AND IMPORTS OF PORK PRODUCTS BY
PRINO IPAL WORLD TRADERS: 1938
(thousands of cwt.)
Exporting Nations(a)

Importing Nation

Denmark:
Poland:
Netherlands:

3,503

European Total:

4,906

Canada:

1,556

803

600

United Kingdom

(a)

8,150

In addition to the four exporting nations listed here, the United
states and the Irish Republic were important exporters of pork
products; the United Kingdom was by far the most important market
for all six of these exporting countries.

Source:

Commonwealth Economic Committee, Meat, London, 1950, p. viii.

hams to the United Kingdom during the succeeding twelve months, thus
promising a SUbstantially wider outlet for pork products than the First
Agreement had done.
en~

The importance of certain countries now under

control as a source of meat supplies for the United Kingdom was

not to be underestimated.

Table VII suggests that Denmark, Poland and

the Netherlands together supplied at least half the 'pre-war imports of
pork products into the United Kingdom, while Canada supplied less than
20 per cent.

In addition, Denmark was a principal supplier of dairy

products to the British people.

Since the United Kingdom had now been

completely cut off from the European Continent, and was geographically
distant from possible sources of agricultural products in the southern
hemisphere, it was logical that it should wish to secure greatly increased
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shipments of both animal and cereal products from Canada.

If Canada

was to make a maximum contribution to the war effort, and at the same
time effect a solution -

however temporary -

to its 'Wheat dilemma,

the state would be called upon to take direct action in 1941 to curtail
Canadian wheat acreages, and to increase the national production of
feed grains, livestock and

dair-~

products.

The Grain Sector: a Major Shift from Wheat to Coarse Grains
The quota system which the Federal Government had applied to
deliveries from the 1940 grain harvest gave the necessary psychological
preparation to producers for the introduction of the Wheat Acreage
Reduction Plan in April,1941.b' Under the Plan it was decreed that the
total amount of wheat that would be taken by the Wheat Board or in the
open market during the crop year 1941-42 would not. exceed 230 million
bushels.

It was estimated that the combined domestic and export markets

would not absorb more than that amount of wheat in the next year, and
the Government did not wish to allow new pressures to be added to
already over-burdened storage facilities.

On the assumption of an aver-

age yield of 12 to 13 bushels of wheat per acre, the Government intended
that the area sown to wheat in 1941 should be reduced to some
of the 1940 acreage, or from 28

y

65 per cent

3/4 to 18 3/4 million acres. A strict

P.C. 2314, April 2, 1941; and P.O. 3047, April 30, 1941 (consolidation). 'For factual materials, see Department of Agriculture,
AEricultural Assistance, War and post-war, (ottawa, King's Printer
I949), pp. 17-19; and see also G. E. Britnell, tiThe War and Canadian
Wheat", C.J.E.P.S., Vol. 7, No.3, August, 1941, pp. 397-413, and
trwhat About Wheat?", Ope ~, pp. 14-19.

'v

- 3,quota system was again to be employed for wheat deliveries during the

1941-42 crop year

SQ

that producers would be assured of an equitable

distribution of marketing opportunities within the confines of the 230million-bushel national ceiling.

Although the Canadian wheat acreage of

1941 was not actually curtailed as much as had been hoped -

seeded

wheat lands attaining nearly 22 million acres, and yielding some 31,
million bushels -- it still represented a drastic reduction from the
previous year.
In its financial aspects, the Wheat Acreage Reduction Plan
aimed at giving farmers who were highly dependent on wheat incomes some
opportunity of recouping at least part of the losses they would incur
as a result of its operation.

It also sought to encourage an increased

production of coarse grains and grasses with which to supply the expanding livestock industry.

The Minister of Agriculture was empowered to

make bonus payments to farmers in the Prairie Provinces and certain parts
of British Columbia for reductions in their 1941 wheat acreages on the
following basis:
(1)

For summerfallowing all or part of the reduced wheat
acreage in 1941: $4.00 per acre;

(2)

For planting to coarse grains or grass all or part of
the reduced wheat acreage in 1941: $2.00 per acre; and

(3)

If the lands mentioned above were still in rye or grass
on July 1st, 1942: an additional $2.00 per acre.

A year later, when the Government again found it necessary to restrict
total wheat deliveries from the 1942-43 harvest to 280 million bushels,
the Plan was given a statutory basis in the Wheat Acreage Reduction Act
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of

1942.Y

The only significant change from the original Plan was the

lowering of the payment made on swmmerfal10wed acreages from $4.00 to
$2.00.

Under the Act, the quantity of wheat which could be marketed in

Canada was regulated by order-in-council for each succeeding year of the
war; by 1946, the Plan had cost the Federal Government some $87 million
in bonus payments (see Table VIII).

The Wheat Acreage Reduction Plan was an outstanding example of
the techniques 'Which were strongly emphasized by the Federal Government
in dealing with the wartime dislocations of supply and demand among
agricultural products.

In general, instead of directly requisitioning

the factors of production -

except in the case of manpower -

the state

attempted to induce desirable shifts in the allocation of resources by
means of market controls and the artificial manipulation of price
incentives.

During the first four years of the war, strict delivery

quotas for wheat, supplemented by subsidy payments on the reduction of
wheat acreages, brought about a major structural re-organization of the
Canadian grain industry.

From 1939 to 1943, the area sown to wheat was

cut nearly in half from 28 3/4 to 16 3/4 million acres, while the oat
acreage rose from 12 3/4 to 1,5 1/2 million acres, and that of barley
doubled from 4 1/4 to 8 1/2 million acres (see Table IX).
The extent to which wheat delivery quotas and acreage subsidies
had been effective in shifting resources into what would normally have

W

6 George VI, c. 10, as amended by 7 George VI, c. 12. The financial aspects of the Plan continued in operation until 1946.
P.G. 1645, April 26, 1946, revoked the regulations passed under
the authority of the War Measures Act of 1914, while P.G. 4466,
October 29, 1946, revoked those passed under the Wheat Acreage
Reduction Act of 1942.

TABLE VIII- WARTIME SUBSIDIES PAID BY THE FEDE.."R.AL GOVERNMENT ON CERTAIN FOOD PRODUCTS: CANADA, 1941-1945
(Millions of dollars)
Total
Type of Subsidy
Agency(a)1941 1942 1943 1944 1945 1946 1947 1948(b)1941-48 Principal Recipients:(c)

-- - -- -

Wheat Acreage Reduction:
Fead Freight Assistance:
Special Feed Assistance:
Feed Wheat Drawback:
Hog Quality Premiums:
Hog Freight Assistance:
Bacon Export Subsidy:
Butterfat:(,)
Fluid Milk:·· a
Concentrated ~tilk:
Milk - cheddar cheese:
Cheese Export Subsidy·
Cheese Quality Bonus: (f)
Apples:
Egg Export:
TOTAL: (g)

DA
ASB
ASB
ASB
DA
DA
DA
AFB
AFB

!FB

AFB
DPB
DA

ASB
SPB

22.4 22.8 31.0
2.1 9.9 16.2
1.0
.5 2.0
.1
2.3 - 12.2~6.0
- ( 5 8d 5.0

- (.

----- ...............

......-..-.. ....----

9.5 .8 .1
16.2 16.9 19.0 20.0 18.2
.9 .9 1.4 .9 .4
8.1 7.0 7.4 6.5
14.1 10.7 5.9 4.9 5.1
n

4.1

n

n

n

.5

n

1.8
1.7 1.9 1.5 1.7 1.7 1.4 1.0 1.0
1.6 2.9 1.7 1.2 .4 1.0 3.3 1.0
n
.9

Sask., Alta., Man.
ant., Que., B.C., N.S.

31.6
40.7
.1
2.3
101.1

ant., Que., B.C., N.S.
ant., Alta., Sask., Que.

4.2

n

23.4 23.7 21.7
12.8 12.7 14.0
.5 2.0 1.9 2.1
.8 4.3 4.3 4.9

86.7
118.4

(

( 56.8
14.8
1.8

1l.9

13.0
•9

Que.,
ont.,
ant.,
ant.,

Ont., Sask., Al ta,
Que., B.C.
Que., B.C.
Que.

ant., Que.
N.S., B.C.
Ont., Sask., Alta•

484.3

I
\.,l.)

-J

Agencies administering wartime subsidies:
DPB - Dairy Products Board
DA - Department of Agriculture
ASB - Agricultural Supplies Board
SPB - Special Products Board
!FE - Agricultural Food Board
(b) Subject to revision.
(c) Principal recipients in descending order of importance where provincial breakdowns are available.
(d) Figures represent payments made by the W.P.T.B. through the C.P.S.C. from December 1, 1941 to April 30,
1943, after which date the Agricultural Food Board took over the administration of these subsidies.
(e) In addition to subsidies shown, the C.P.S.C. paid $70.7 million in consumers' milk subsidies in 1941-46
(f) Not specifically a wartime subsidy. See statutes of Canada, 3 George VI, c. 13.
(g) Total given is not intended to include all wartime food subsidies paid by the Federal Government.
(n) Negligible amounts (below $50,000).

(a)

Sources:

Department of Agriculture, Agricultural Assistance: War and Post-War, ottawa, 1949, pp, 34-48,
and 6-17, and Report £!: ~ Wartime Prices and Trade Board for 1946, Appendix G.

TABLE IX - ACREAGE AND PRODUCTION OF 'WHEAT, OATS, BARLEY AND HAY AND CLOVER, AND EXPORTS OF YmEAT:

____~_

CANADA, 1936 - 1951*
Field Cro~ produetion(a)

Field Crop Acreages(a)

Crop Year

Wheat
('000)
acres

Oats
('000)
acres

(arle}
'000
acres

Hay &(b)
Clover
('000)
acres

1936-37
1937-38
1938-39
1939-40
1940-LJ.

25,605
25,570
25,931
26,757
28,726

13,288
13,049
13,010
12,790
12,298

4,438
4,331
4,454
4,347
4,342

8,784
8,693
8,820
8,837
8,811

219
180
360
521
540

272
268
371
384 .
381

72
83
102
103
104

13.8
13.0
13.8
13.h
14.1

210
96
160
193
231

1941-42
1942-43
1943-44
1944-45
1945-46

21,882
21,587
16,850
23,284
23,414

12,266
13,782
15,407
14,315
14,393

5,304
6,932
8,391
7,291
7,350

9,559
9,707
9,816
10,120
10,219

315
556
284
417
319

306
652
482
500
382

111

159
216
195
158

12.6
16.0
11.2
15.1
17.7

226
215
344
343
343

1946-47
1947-48
1948-49
1949-50
19.50-51

24,453
24,260
2.3,881
27,541
21,021

12,075
11,049
11,200
11,389
11,575

6,259
7,465
6,495
6,011
6,625

9,883
10,202
9,748
9,502

414

342
386
371
462

371
279
359
318
420

149
141
155
120
171

14.lt.
16.2
16.1
12.1

239
195
232(d)
225(d)
242(d)

1951-52

25,731

12,065

8,036

-

579

502

257

Sources:

(a)

-

Hay &(b)
Clover

Wheat Exports(C)

Wheat Oats B
0
- --rtOOO,.bOl,l
tons
bus. bus.
bus.

-

Amount Percent
('000,000)
bus.
96
.53

44

37
43
12
39

1l~

82
108
58
57
60
66
52

Wheat, oats and barley acreage and crop data adapted from the Grain Trade Year Book,
1951-52, Winnipeg, p, 8.
-(b) Adapted from Canada Year Book, 1945, p, 204, table 9; and 1951, p, 386, table 14.
(c) Adapted from the Bank of Canada--statistica1 Summary, August, 1949, p. 136, table XII.
(d) Data for wheat exports in 1948-51 adapted from the Grain Trade .~ ~, Ope cit., p, 7.

*

Excludes Newfoundland.

I
VJ

0)
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been un-economic channels was brought out when the Government announced
a new wheat policy in September, 1943.Y In that year, growing signs or
victory in Europe promised an early outlet for substantial amounts of
food in the form of relief to the liberated nations, and the wheat crisis
which had plagued the country in 1940 eased up accordingly.

Upward

pressures on the price of wheat were at last being felt in the open
market, and the Government feared that sudden price fluctuations might
do irreparable damage to its price stabilization policy.
Board raised its minimum price for wheat from 90¢ to

The Wheat

$1.25,

and in order

to halt the quickening movement of grains through the open market, it
undertook a state monopoly of the wheat and coarse grain trade by
closing the Winnipeg Grain Exchange.

Although wheat acreage reduction

payments were continued to the end of the war, no delivery quotas were
placed on the

1944-45

wheat crop.

The innnediate effect was to increase

the Canadian wheat acreage by almost as much in 1944 as the reduction
policy had lowered it in 1943 -

wheat lands in 1944 were expanded by

over 6 million acres, and those of oats and barley contracted by 1
million acres each.
If stiff wheat delivery quotas and the attendant pressures or
wheat stocks held on farms were a strong inducement to western producers
to curtail their wartime production of wheat, another important factor
was

the existence of a sure outlet for all of the coarse grains which

See L. A. Skeoch, "Changes in Canadian Wheat policyn, C.J.E.P.S.,
Vol. 9, No.4, November, 1943, pp. 556-69, and G. E. Britnell and
V. C. Fowke, "Development of Wheat Marketing Policy in Canada",
Journal of Farm Economics, Vol. XXXI, No.4, November, 1949,
pp. 639-45.-

"

~

- 40they might contemplate growing.

They could market these grains either

directly to livestock producers in Eastern Canada and British Columbia
as feed, or indirectly in the form of livestock raised on their own
prairie farms.

The Government undoubtedly had this in mind, not only

when it inaugurated the Wheat Acreage Reduction Plan, but even earlier
in the war, when it began promising various forms of state assistance for

the promotion of livestock production.

A freight assistance poliCY~

for feed grains moving from the prairies to the eastern provinces was
begun in January, 1941, in order to relieve the pressure of growing
livestock populations on local supplies of feed and fodder.

The Federal

Government agreed to pay one half of the regular freight costs of moving
specified quantities of prairie grains from the lakehead to any province
east of lJranitoba for feeding purposes, providing that the government of
the province concerned would pay the remaining half of the costs.
Ontario alone availed itself of the offer.

In the autumn of 1941, a

relatively poor harvest in Eastern Canada once again left an acute
shortage of feeds, and the Federal Government extended the scope of its
policy by assuming the full burden of regular feed freight costs, not
only from the lakehead to the east, but also from Calgary and Edmonton
to destinations in British Columbia.

~

The main principles involved in the feed freight assistance policy
were laid down inP.C. 497, January 22, 1941; and P.C. 8067, October
20, 1941. A complete list of the regulations is given in Agricultural Assistance, Ope cit., pp. 21-23. See also F. H. Auld, !
Review of Agricultural Administration in Canada During World War
Two, Ch. 6, I1Feeds Administration·', original manuscript, Regina,
1952; Agricultural Assistance, ~ cit., PP. 5-7; and F. Sherrin
and C. V. Parker, ttA,gricultural policy: Prices, Bonuses and
SUbsidies tt , Economic Annalist, December, 1942, PP. 88-92.

-41With slight modifications from time to time, this basic feed
policy was continued through the war years, and even into the post-war
period.

In 1943, when transportation bottlenecks seriously impaired the

desired movement of coarse grains from the prairies into eastern livestock
areas, the Government attempted to even out the load on railway facilities
by paying additional subsidies on feeds which were shipped during the
slacker summer and autumn seasons.

At the same time, it adopted a compan-

ion policy of sUbsidizing the storage of feed grains in Eastern and
Western Canada as wartime emergency reserves.

When the 'Wheat Board

raised its minimum price for wheat in 1942 the Government began paying
a drawback of

8¢ per bushel on low grade western wheat purchased by

eastern and British Columbian

livestoc~

producers for feeding purposes;

the drawback was changed to 25¢ per bushel in 1943 when the Board again
raised its minimum price.

From its inception in 1941 to 1948 the policy

of freight and storage assistance on feed grains cost the Federal Government some

$154

million in subsidies.Y

The major shift of agricultural resources from wheat to coarse
grains which occurred from 1940 to 1943 was brought about primarily
because western wheat producers encountered absolute and inflexible limits
on the amount of wheat which they could market annually through commercial
channels.

At the same time, a timely expansion in the Canadian livestock

and dairy industries gave grain growers the assurance of a market for all
the coarse grains that could be produced.

JJ

The teclmique

subsidy pay-

A breakdolm of wartime federal subsidies on wheat and feed grains is
shown by years, by provinces and by types of SUbsidy in Table VIII
above.

- 42 ments was employed by the state in order to ease the channelling of
productive effort away from wheat growing, to secure a desirable geographical distribution of feed stuffs, and to bring a small measure of
relief from declining wheat incomes in Western Canada.

The federal grain

policy required constant reconciliation with the daily exigencies of war,
and was not considered any more than a temporary wartime expedient.
When the country began to think in terms of victory instead of war, and
export markets again showed promise of opening up in the latter part of

1943, it would have become virtually impossible to maintain this artificial allocation of resources.

The change in Wheat Board policy in

September, 1943, gave impetus to the grain industry to revert SUbstantially

to its pre-war structure.

The Livestock Sector: Increased Production of Pork and Beef
Producers were able to dispose of their abundant feed grain
harvests throughout the war because the Canadian livestock industry enjoyed
an unprecedented period of high levels of production.~ Although the
initial effect of wartime demand on hog prices in 1940 had been disappointing, the United Kingdom export contracts for pork and pork products,
together with increased domestic requirements as the war progressed,

§/

For details of federal policies, see Department of Agriculture,
Federal Aricultural Marketin~ and Price Legislation: Canada 1930

to 1950, ottawa, King1s Printer, 1950), pp. 64-68; and Agricultural'ASsistance, ~ cit., pp. 11-12. See also F. H. Auld, ~ cit.,
ch, 7, 'twartime Production and Marketing of Livestook"; B.A.M. King
and L. I. Morgan, "The Agricultural Situation", Canadian Banker,
1944, pp. 107-18; and F. Shefrin, "Beef for Canadians", Economic
Annalist, October, 1942, PP. 71-75.

- 43 were a strong incentive for Eastern Canadian producers to expand their
wartime hog. output; in Western Canada, the extreme pressure of low
wheat quotas was a cardinal factor in the huge hog populations which
appeared in that region during the war.

By 1944, the total commercial

marketings of hogs in Canada had increased to 8.9 million head, almost

2t times

the 3.7 million that were marketed commercially in 1939 (see

Table X) •
In striking contrast to the 'federal feed sUbsidy programme
considered in the preceding section, the remarkable wartime rise in
Canadian hog production was brought about with a minimum of direct
financial intervention from the state.

Domestic wholesale prices for

pork fluctuated in rather close proximity to those contracted for in the
Bacon Agreements, and were generally adequate a number of market controls -

when supplemented by

to maintain the volume of production

necessary to meet domestic and export requirements.

After 1944, there

occurred a sharp falling off of commercial marketings, particularly in
the Prairie Provinces, which resulted from a deliberate thinning of pig
stocks even as early as 1943.

The contraction in hog production during

the latter years of the war was due primarily to the fact that western
producers could once again market their entire wheat crops; in addition,
higher prices for beef cattle after 1944 induced a partial shift of
resources out of hog production.

, "

In spite of continued demands for pork

in the United Kingdom, the Fifth Bacon Agreement called for a substantial
curtailment in future pork shipments to that country beginning in January,

19iJ4. This action stemmed primarily from an official desire to reli3ve

TABLE X - PRODUCTION OF BEEF CATTLE AND HOGS, AND EXPORTS OF CATTLE AND CERTAIN PORK .PJiUVUliTt>:

CANADA) 1936 - 1950*
Total
Production(a)

Commercial
Marketings (b)

Cattle Hogs
( 1000)
no.
!!£!.

Cattle. ~
- ( 1000 no.
no.

1936
1937
1938
1939
1940

1,570
1,620
1,519
1,546
1,560

5,482
5,828
4,858
5,128
7,244

1,283
1,381
1,074
1,183
1,210

1941
1942
1943
1944
1945

1,754
1,723
1,864
2,017
2,497

8,548
9,289
10,560
n,431
8,693

1946
1947
1948
1949
1950

2,370
2,183
2,400
2,294
2,163

7,904
7,597
7,449
7,172
7,652

Year

-

-

-

Dressed Weight
Of Total output(c)
Cattle Hogs
(1000,000)
Ibs.
1bs.

-

Cattle
Exports(d)
Number Percent
( 1000)
no.

-

3,797
3,986
3,246
3,706
5,457

770
766
740
754
757

685
717
613
653
902

234
222
130
209
157

1,345
1,289
1,244
1,529
2,024

6,225
6,232
7,150
8,864
5,8 67

857
867
940
1,015
1,224

1,104
1,235
1,459
1,562
1,156

193
161
60
58
77

11

1,901
1,564
2,057
1,982
1,858

4,465
4,765
4,774
4,431
4,777

1,166
1,058
1,162
1,107
1,048

1,034
1,011
980
946
1,002

103
83

5
4

447

389
433

15
13
9

14
10

9
3
3
3

19
17
20

Exports of
Pork products(e)
,Amount Percent
(1000,000)
Ibs.
174
219
178
195
353

26
31
29
30
39

482
537
587
718
462

44
43

40
46
40

301
251
229
78
85

30
25
23
9
8

Includes beef cattle and hogs, either slaughtered in Canada, or sold alive in Canada and foreign
markets.
(b) Includes only beef cattle and hogs marketed commercially in Canada through stock yards, direct
shipment to packing plants and direct exports.
(c) Total output of cattle and hogs (column a) expressed as dressed weights.
(d) Number of cattle exported, and calculated as a percentage of total number produced (column a).
(e) Weight of pork exported, and calculated as a percentage of total dressed weight of hog output
(column e).
Excludes Newfoundland.

(a)

*

Sources: Adapted and compiled from Live Stock and Animal Products Statistics: 1950 (Dominion Bureau
of Statistics, ottawa), pp. 13-14, tables 12-13; pp. 37-38, tables 41-42; and p. 48,
table 60.
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- 45the growing pressures on the Canadian price structure, and to prepare for
the inevitable shift of productive resources from hogs back to wheat.
It was not until the peak in wartime production was attained in

1944 that state subsidies paid directly to the hog industry figured significantly in Canadian pork production.

When export prices for pork

were temporarily reduced in 1941 by the Second Bacon Agreement, subsidies
amounting to about $2 million were paid by the Federal GOvernment in
order to prevent scarce pork supplies from escaping to higher-priced markets
in the United states.

The payment of a trifling sum in 1943 was able to

relieve a bottleneck in western packinghouses by assisting the movement
of live hogs from the Prairie Provinces to the more numerous plants in
Eastern Canada.

In 1944, when the hog industry showed the first indication

of contraction, the Government introduced a policy of paying premiums
for the production of "An and "B-ln grade hogs in order to maintain deliveries of quality pork through inspected plants at levels which would be
adequate to meet contract commitments to the United Kingdom.

By

the end

of 1945, the hog industry had received some $27 million in direct federal
assistance; although the 1944 subsidies strongly emphasized quality, they
were also designed in part to retard the downward movement of hog production.

The most important factors affecting the unprecedented wartime

expansion in the hog industry were the western wheat glut, the feed grain
subsidy payment programme and the existence of a guaranteed domestic and
export market for pork played but a minor role.

and in this wartime movement, direct hog subsidies

- 46Early wartime markets were even more disappointing to cattle-

men than they had been to hog producers, and the crest in cattle production during the war came only belatedly in 1945.

Through the course

",

of the war years, commercial marketings of Canadian cattle nearly doubled
from 1.2 million head in 1939 to slightly over 2.0 millions in 1945
(see Table X above).

The cattle industry had a somewhat more chequered

wartime experience than did the hog industry; trends toward increased
production l'lhich had begun in 1938 came virtually to a halt in 1942, and
resumed only when subsequent changes in cost-price relationships among
the animal products ,made cattle production relatively more attractive
than it had previously been.
From the outbreak of war until the spring of 1942, marketings
were quite sufficient to supply both the number of cattle in each quarter
that were permitted to enter the United states at a low rate of duty, and
the domestic demand for beef, which was gradually increasing because of
'higher wartime incomes, growing shortages of pork, and the requirem.ents
of the armed forces.
in

By

1942, the combined pressures of feed shortages

Eastern Canada and better alternatives offered in hog and dairy pro-

duction had made a beef scarcity inevitable.

The fact was that the price

ceiling 'Which the Wartime Prices and Trade Board had imposed on beef was
too low to direct the desired numbers of cattle into domestic markets;
as a result there was a tendency for cattle producers either to shift to
other lines of production, or to attempt to take advantage of higher-priced
markets in the United states by withholding their cattle for sale at the
beginning of each quarter as specified in the American tariff regulations.

.,

- 47The Government realized that these conditions impaired both
the maintenance of cattle production and the regularity of domestic beef
supplies.

In order to deal with the impending meat crisis a complex

policy was devised for cattle and beef, which alternated between price
supports, export regulation and seasonily flexible price ceilings.

In

March, 1942, cattle exports were prohibited except under license, and in
September, the Wartime Food Corporation2! was named the sole exporter of
cattle.

Throughout the intervening summer the Corporation was authorized

(a) to buy, at prevailing American prices, all or any unused portion of
the quota of cattle which it would no longer permit to be exported to
the United states, and (b) to support domestic cattle prices i f they
fell below the equivalent price ceilings for beef•.!Q/ In June, 1942,
the 'Vartime Prices and Trade Board also recognized the seasonal aspect
of the cattle cost structure by making beef price ceilings variable each
year from a low in December to a high in June.
The note of urgent expediency which dominated the 1942 cattle
policy was reminiscent of the manner in which the 1940 wheat policy had
been whipped into shape.

'While it may have relieved to some extent the

pressures of the moment, it evidently would not suffice even as a

- 48 temporary wartime poliey.

Canada could skim past its 1942 mea.t crisis

because of somewhat improved marketings in the autumn months and perhaps
also because the average weight ot cattle marketed in 1942 had risen by
some 10 per cent over the 1941 level.

However, the Qovernment could no

longer avoid resorting to consumer meat rationing in May, 1943, and a.
new wartime .policy emerged in the months which followed.

The Government

abandoned its seasonal price policy -- having discovered that it intensifnature
ied rather than corrected the seasonaL_p'Tof marketings - and inaugurated
a revised beef price-support programme under the Meat Board.g! The
realignment of beef prices which resulted from the 1943 policy was suffioient to raise the relative attractiveness of cattle produotion.

After

limping hesitatingly through four years of the war, the rate of oommercial
cattle marketings took a spectacular jump from 1943 to 1945. The movement was further spurred by the commencement of the First Beef Agreement
in January,

1944.W This contract called for delivery of 50 million

pounds of beef annually to the United Kingdom, and since it ooincided with
the reduction in bacon shipments resulting from the Fourth Bacon Agreement,
it brought about a partial shift in the export market from pork to beef.
Along with the producers of hogs and cattle, a third major ,group
within the livestock industry who benefitted from the expansion of wartime

A special wartime agency of the state designed to assure the adequacy
of contract meat shipments to the United Kingdom (see Chapter N below).
The First Beef Agreement called for the delivery of 100 million
pounds of beef between January 1, 1944, and December 31, 1945;
during this period some 348 million pounds of beef were actually
shipped. See Department of Agriculture,
arts of Canadian Farm
Products: War and Post..;War Developments, ottawa, King's Printer,
1949), p. 43; t. 20.

\

- 49 markets were the poultry and egg producers.

Under the stimulus of feed

grain subsidies and a series of United Kingdom export contracts which
began in April, 1941, the wartime production of Canadian eggs increased
by some 60 per cent, from 222 million dozen in 1939 to a high of 381 million
dozen in

1945.

As had happened in the ease of bacon, the Government

discovered late in

1941

that the price to 'Which it had a.greed in the

Second Egg Agreement would not bring forth the r-equiz-ed volume of eggs
The Special Products Board13/was given power to purchase

to market.
grade

eggs at a bonus of 3¢ per dozen for shipment or storage from

ttAtf

then until the end of the contract in December, 1942.
subsidy of

t¢

An additional

per dozen was paid on any of these eggs that were oil-dipped.

(see Table VIII above for egg subsidy payments, and Table XI below for
egg production data).

The poultry population of Canada was also increased

i

during the war in order to provide for the expansion which took place
in egg production.

During the Second World War, high levels of domestic and export
demand for livestock products coincided with a rigidly compressed wheat

y

market to bring forth record volumes of meat and egg production in Canada.
Until 1943, these factors were especially favorable to the hog industry,
while beef producers saw their markets lag generally behind the rapidly
widening markets for pork. When the prospects of more vigorous wheat
exports brightened and delivery quotas were lifted, the strongest influence
on the high rate of hog production in Western Canada disappeared, and

~ A special wartime agency of the state designed to assure the adequacy
of contract shipment of eggs, fruits, vegetables and certain other
products to the United Kingdom (see Chapter IV below).

{

.

-,0 hog production showed an immediate sharp decline.

Meanwhile, shifting

price inducements within the livestock industry together with a widening export market for beef placed new emphasis on cattle production.
The role played by the state in the wartime expansion of meat and egg
production was largely confined to export regulation, price controls and
the federal feed grain policy, which was basic to the livestock and
dairy industries alike.

Subsidies deigned specifically to increase the

production of particular livestock products were relatively unimportant,
although they may have assisted to some extent in the maintenance of
beef and egg production in the earlier years of the war, and of hog production after 1943.

The Dairy Products Sector: Interrela.ted Production SUbsidies
The stimulative effect of growing domestic and foreign demands
on the production of feed grains and livestock had its counterpart in
the wartime development of the dairy products industry.!!!! Not only were
there substantial increases individually in the output of concentrated
milk products, cheese, fluid milk for consumption, and to a lesser extent
creamery butter, but the over-all production of milk -

from which all of

these commodities are derived -- rose from 15 3/4 billion pounds in 1939
to 17 3/4 billion pounds in 1945 (see Table XI).

When the state attempted

!!!! For federal dairy policies, see Department of Agriculture, Relera.l
Marketing Legislation, Ope cit., pp. 60-65; Agricultural Assistance,
op, cit., pp. 8-11; and Exports of Farm Products, ~ cit., pp. 4950, ~6-27; see also F. Sherrin, et. al., "Agricultural Policy:
Prices, Bonuses and Subsidies", Ope cit.; B.A.M. King, .2E.:.~; and
W.M. Drummond, "Agricultural Prices and Agricultural Production",
Canadian Banker, 1943, pp. 134-46.
.
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TABLE XI - PRODUCTION OF MILK, BUTTER,

CHEF~SE

AND EGGS, AND EXPORTS OF CHEESE: CANADA,

1936 - 1949*
Cheese

~orts(b)

Production(a)

-Year

Milk

Butter
Cheese
(1000,000)

Eggs

Amount
(1000,000)

Percent

Ibs.

~

Lbs ,

-doz.

~

1936
1937
1938
1939
1940

15,112
15,125
15,820
15,791
15,999

346
341
358
355
349

120
131
125
126
146

219
219
213
222
242

82
89
81
91
107

68

1941
1942
194.3
1944
1945

16,550
17,489
17,519
17,624
17,629

369
.363
367
353
347

153
208
167
183
189

251
286
322
368
381

92
142
130
131
135

60
70
78
72
71

1946
1947
1948
1949
1950

16,956
17,241
16,730
16,789

326
347
348
335(c)
311(c)

150
126
95
121(c)
103(c)

352
407
389
344

106
56

44

Sources:

40

53

68

65
72
73

70

42

44

(a) and (b) Adapted from. the Canada Year Book, various years, production and
export tables. ---- ---(b) Cheese exports, expressed as a percentage of the total production in each
(c)

*

year.
Adapted from the Da~ Factory Industg (Dominion Bureau of Statistics,

ottawa ,J.950.
Excludes Newfoundland. -

I
V1.

I-'
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- 53 to guide the development of the dairy industry the problems it faced
were quite different, and perhaps even more intricate, than they were
when wheat gluts and meat shortages loomed up.

This was because it is

possible for primary producers to sell milk through anyone of a number

.Aj

of channels for future processing; minor shifts in the price incentives
in individual dairy products can, within a very short period of time,
bring about relatively large changes in the output of each.

When a state

is interested in directing production along specific lines, as the
Canadian Government was during the war, its most important problem is
not nearly so much the inflexibilit Jr of productive resources as their
high sensitivity to prices.

Certainly, the payment of a single subsidy

can increase the production of a given dairy product by substantial
amounts; but when the objective is rather to effect different rates of
expansion or contraction simultaneously in several products, the difficulties involved in maintaining a desired balance among them are multiplied.
If the Canadian dairy industry was to make a maximum contribution to
the war effort, the state needed to exercise constant vigilance over the
details of its operation.
During the early months of the war, dairy producers were
troubled by the same surplus problem which saddled the grain and livestock
industries, for although domestic markets for the Whole group of dairy
products were beginning to widen, milk production itself was also increasing.

The first signs of relief came when the Federal Government was

able to contract with the United Kingdom to make substantial deliveries

\

- 54of cheese and evaporated milk, commencing respectively in May and July,

1940.!21

The existence of this guaranteed export market was sufficient

to induce a relative shift of dairy resources out of the production of

~,'.

butter and fluid milk, and into the manufacture of cheese and concentrated
milk products.

The cheese industry also had the differential advantage

of a federal subsidy ranging from 1 to 2 cents per pound, which had
been introduced shortly before the war to promote higher quality.
(This subsidy is shown in Fig. 1, which also depicts graphically the
changing rates of subsidies paid on butterfat, concentrated milk products,
cheddar cheese and fluid milk at var ious times and seasons during the
war and post-war periods).

It was not long, however, before the 1940

trend toward expanded cheese production was slowed nearly to a halt.

By

the end of the year, butter production had been reduced to such an extent
by the diversion of resources into cheese-making, that the price of
butter began to rise rapidly.

Although this price rise was checked by

the imposition of a specific price ceiling in December, 1940, it had
already been sufficient to induce a relative diversion of dairy resources
back into butter-making in the early part of 1941.

The rate of cheese

expansion was held in virtual check after April, 1941, when the agreed
price of the second United Kingdom cheese contract --

14

was found to be insufficient to maintain deliveries.

cents per pound
The state was

\

then obliged to pay a special export SUbsidy on cheese for the duration
of the contract.

!21

The wartime food contracts with the United Kingdom are discussed at
length in Chapter III below; see especially Table XII.

~

- 55The year 1942 again turned the tables against butter, and
cheese production rose by some

35

per cent over its 1941 level.

The

special export subsidy had been designed to maintain cheese output by
diverting whole milk away from the manufacture of butter; its success
proved to be greater than its sponsors had hoped.

The movement toward

cheese in 1942 became even more pronounced after the month of April when
the price in the third cheese contract with the United Kingdom was
raised from 14 to 20 cents per pound.

At the same time, after the War-

time Prices and Trade Board had imposed general price ceilings in
December, 1941, it began paying substantial subsidies on fluid milk and
concentrated milk products; these were intended to correct price inequities which had existed during the price control base period, as well
as to encourage the production of

~lk

and milk concentrates.

year 1941 had been especially favorable to butter production -

The
so much

so that a butter-<price-support programme was introduced in Ma;r, 1941; in
the following year, subsidy payments and export contract guarantees in
all of the other important branches of the dairy industry once again
militated heavily against butter price incentives.

The production of

butter fell'off in 1942, and in order to avert a shortage during the next
winter, the state began paying a substantial subsidy after June for all
the butterfat that was delivered to creameries.

(Note especially the

time sequence in Fig. 1; butterfat subsidies were introduced almost
siImlltaneously with declining rates of subsidy payments on all the other
dairy products).

However, consumer butter rationing could not be avoided

in the months that follows4.

- 56Again in 1943, in spite of the relatively high price guaranteed
by the cheese contract, better price inducements existing in other dairy

1f 'l

products drew resources away from cheese, and its production fell drastically.

A new and heavy cheese subsidy was therefore added in October,

1943, to the already long list of subsidies that were being paid on butterfat, concentrated milk products and fluid milk.

The effect of this

SUbsidy on cheese production was bound to be more limited than it had been
in

1941, since a general expansion in milk production could no longer be

relied upon to supply even a part of any desired increase in the production
of particular dairy products.

By 1943, the national economy had become

strained by an acute shortage of manpower -

a factor which was particularly

important in the structure of dairy production because it employed a
large labour force relative to the amount of capital used.

The situation

was realistically described by the Canadian Federation of Agriculture in
February, 1943, as follows: 16/
• • • when unprecedented demands for food are made and
manpower is relatively limited, there comes a time
when the nation can have an expanding food supply, or
additional manpower for other war purposes, but cannot
have both. We believe the nation is dangerously close
to that point now.
The greatest part of the wartime rise in total milk production had already
occurred from 1939 to 1942, and after that time subsidy payments on
specific dairy products could do little more than draw resources from one
product to another wi thin the dairy industry as a whole.

From 1943 until

the end of the war, subsidies paid on all of these products remained high,

Canadian Federation of Agriculture, Submission to the Canadian
Cabinet, ottawa, February, 1943, p. 4.
- -

l ~

- 57 and most of them varied somewhat by season and by region.

Their effects

on monthly levels of dairy production were progressively minimized as the
war drew to a close, except that the production of creamery butter was

l

somewhat sacrificed in favour of a continued expansion in each of the
other dairy products.
This examination of wartime developments in the Canadian dairy
industry has focused attention on what is the most intricate form of
production subsidies that a state may employ.

Initially, the state made

large grain payments in order to assist in the transfer of resources
away from wheat to the production of coarse grains and pasturage, and to
effect a desirable movement of feeds from areas of surplus to areas of
deficiency.

These basic subsidies benefitted all the animal product

industries together.

New domestic and Allied demands for meat were then

\ ')

sufficient -- together with the accumulation of a huge unmarketable
surplus of wheat -

to bring about the unprecedented expansion which

occurred in the hog, cattle and egg industries; state financial assistance
to livestock production could therefore be limited almost entirely to
the provision of adequate quantities of feed stuffs.

In the dairy industry,

however, the state very early found it necessaFJ to pay additional subsidies on particular products in order to influence their individual
rates of production, and in later years, on the whole group of dairy
products in order to attain the more difficult objective of keeping a
desirable balance among them.

The suggestion is now made that the principal,

factors which rendered possible most of the wartime production increases
in grain, livestock and dairy products were the absorption of previously
unemployed and under-employed resources into agricultural production, and

- 58 -

an impelling desire among producers to contribute to the war effort.
Although subsidies may have been instrumental to some extent in these
over-all increases (because of the psychological effect of inducing greater
physical effort per man-hour), the primary function of wartime subsidy
payments was rather to give the state a means of accomplishing specific
production objectives by directing resources into desirable channels
within whole sectors of the economy.

The Wartime Stabilization Programme and Price Policies
The policies outlined in the preceding sections were an integral
part of the broader Canadian wartime stabilization programme encompassing
a variety of techniques -- general price ceilings, wage controls,
selective taxation and state-allocation of basic commodities -- which
were intended to achieve a maximum war effort with a minimum of economic
and social dislocation. 17/ Except for an initial shock immediately after
the outbreak of war, the Canadian price level remained reasonably
steady and the economy as a whole showed few signs of the heavy strains
of wartime demand until the spring of 1941, when full employment was
attained in most sector-s of the economy.

By

mid-1941, however, the

prices of many commodities were beginning to yield to increased inflationary pressures, and the Wartime Prices and Trade Board made preparations

See Department of Agriculture, Federal Marketing Legislation, £E.!.
cit., pp. 58-68; K.W. Taylor, "Canadian War-Time Price Controls",
c:J:"E.P.S., Vol. 13, No.1, February, 1947, pp. 81-98; and W.Il.
Drummond, "Agricultural Subsidy and Price Policies", Quarterly
Review £f. Commerce, Vol. 12, No.2.

- 59-

to impose general price ceilings at the end of the year.

The Board held

that if the current policy of selective price controls on a few goods
were merely extended to include the prices of specific key commodities,
this would encourage some diversion of resources into non-essential
industries and invite a number of administrative and political difficulties.
On the other hand, a universal price ceiling would tend to freeze the
price relationships which existed among products and among sectors of
the economy during the base period.

Accordingly, general price control

regulations became effective in Canada on December 1,

1941.!Y

During the first eighteen months of the war, the most important
problem for Canadian agriculture was not the presence of inflationary
pressures on food supplies, but rather the existence of food surpluses
for which sufficient markets could not be found at socially desirable
prices. 'Although the prices of most livestock and dairy products in

1941 were substantially above the average prices which had prevail.ed for
those products during the 1935-39 base period, most field crop prices
continued at levels below those of the immediate pre-war years.

In terms

of the price relationships which existed from 1926 to 1928, agricultural
products as a whole did not attain a price-parity with the general
Canadian price level until 1943.

l~ether

or not the relatively prosper-

aus situation of agriculture during the late nineteen-twenties can be
taken as a valid basis of comparison for food prices during the early war
years, at least it appears to be true that when over-all price ceilings

The main lines of the price control regulations were contained in

P.C. 8527 and P.C. 8528, November 1, 1941.

\

v

- 60-

were imposed at the end of 1941, most farm prices had not risen as much
above the immediate pre-war levels as the general price level had done.
(Table XIX on page 141 shows the movements of general and particular farm
price indexes from 1926 through the war years; among the nine agricultural
products designated in the table, only the price indexes for hay, steers,
bacon and butter were higher than the general wholesale price index in

1941).
The Federal Goverrunent attempted to justify its wartime price
control legislation on the grounds that a continuation of the current
inflationary trends in Canadian price levels would impair an effective
prosecution of the war.

It was contended that the most equitable solution

to the problem of determining appropriate price ceilings would be to
accept the structure of prices which the open market had already esta 1:>lished.

Certainly, if the Government was to apply the principle of general

price administration at all, no major sector of the national economy
could be exempted;·it was therefore intended that the prices of farm
products -

along with those of almost all other .products in Canada -

should be frozen at the levels which they had attained in the open market
by the end of 1941. Certain elements within the agricultural community
seriously questioned the concept of market equilibrium as an appropriate
criterion upon which to base the new price policy.

The strength of this

feeling is suggested by the following excerpt from the submission of the
Canadian Federation of Agriculture to the Canadian Cabinet in January,

1942:!J./

!J./ Canadian Federation of Agriculture, Submission to the Canadian
Cabinet, ottawa, January, 1942, pp. 1-2.
- -
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LQanadian agricultur~ has done all these things
zrmproved yields, reduced acreage~, notwithstanding
the fact that it is the one war industry that still
receives for some of its more important products prices
oP~y slightly higher than those that prevailed in the
pre-war depression years • • •• When the Government"
decided to embark on a price ceiling policy in Canada,
it happened that the base period which was selected
was one in which agriculture was at a disadvantage,
and the ceilings for some products proved too low.

\

While it is to be doubted that the intentions of the Federal Government
with respect to price policy were significantly modified by this kind of
pressure from Canadian agricultural groups, the wartime stabilization
programme could not have been effective i f the state had not supplemented
food price ceilings with a variety of price-supports and production
subsidies for agricultural products.
The principal short-run objective of direct price-support to
agriculture during the war -- particularly in the case of beef and butter -was to retard any curtailment in the production of these commodities which
might result from

tempor~

declines in market prices.

A similar floor

was maintained under the prices of other livestock and dairy products
through the forward prices guaranteed by the United Kingdom export contracts.
In order to achieve certain long-run objectives, the state also supported
the prices of grains, fruits and vegetables at various times during the
war; it was held that no agricultural industry which had been economic
before the war, or which showed promise of being so in the post-war period,
should be permanently disorganized because of a temporary wartime dislocation
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in domestic or foreign

markets.~

At the same time as the price-support

policy was employed for the purpose of preventing a drastic decline in
the volumes of food products "Which entered the market, the state established subsidy payments for the dual purpose of increasing the production

\

of specific commodities and maintaining their prices within the controlled
ceiling.

Subsidies acted as a safety valve whenever pressures on the

cost structure anywhere in the economy became strong enough to threaten
either a breakdown of the price administration or the creation of serious
social unrest because of the squeeze on earnings.
By the end of 1943, the combined effect of price-supports,
subsidies and price administration had been to raise the incomes of the
livestock and dairy product industries to levels of parity with the rest
of the economy on the 1926-29 base.

Yet in spite of substantial subsidies

paid in various forms on field crops, the incomes of grain growers did
not reach this parity.W The sums of public moneys spent to maintain

The apple subsf.dy programme was an outstanding example of an attempt
made by the state during the war to protect the long-run position
of agricultural industries. The special'wartime problem of Canadian
apple producers - the temporary insufficiency of markets - was
essentially the same as the wheat dilemma. Some effort was put
forth to curtail production by eliminating old trees, and producers
were protected against declining incomes by substantial sUbsidy
payments both in Nova Scotia and in British Columbia (see Table VIII
above). It was not technically possible, however, for the apple
industry to shift to alternative crops as a large segment of the
wheat econo~ had been able to do.
W

attempt is made here to determine the incidence of state subsidies and price supports. The avowed purpose of feed grain subsidies, for example, was both the raising of feed growers' incomes
and the lowering of livestock and dairy producers' costs. How
much of either objective was accomplished remains a problem for
analysis.

No

\
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the wartime economic stabilization pro gramme in good working order
increased every year after 1941, and the machinery of price-subsidy control
was maintained generally intact until the end of 1946. The structural
transformation of Canadian agriculture, which had been induced by the
exigencies of war and guided by the state, attained its climax in 1943.
Thereafter, changes in the tides of battle promised victory to the Allied
nations and obviated any further necessity of maintaining it; the major
shift in Western Canada from hogs and feed grains back to wheat production

v

in 1944 signalled its virtual termination.

Summary

In response to the necessity of developing a Canadian wartime
policy comprehensive enough to deal with the wheat glut which occurred
during the early years of the war, the Federal Government introduced the
Wheat Acreage Reduction Plan in 1941. By means of strict limitations
on the amount of wheat which producers could deliver through commercial
channels -- supplemented by

s~bsidy

payments on the conversion of wheat

lands to the production of coarse grains and grasses -- the state was
able to effect a major shift of western Canadian productive resources
from wheat to the production of feed grains and hogs.

Additional su'bidies

were paid on the.transportation of western coarse grains to the east,
facilitating the unprecedented wartime expansion in total Canadian livestock production which came about in response to high levels of domestic
and export demand for meat products. Although large increases in the
production of dairy products were also induced by wider markets during

~

- 64the war, the state found it necessary to exercise constant vigilance
over the details of dairy production.

The fact that supplies of butter,

milk concentrates, cheese and fluid milk can fluctuate rapidly in response
to slight changes in price incentives meant that an intricate programme
of subsidy payments was required to maintain a desirable balance among
them.
The payment of subsidies designed to effect a structural transformation of Canadian agricUlture played at all times a subordinate role
in the broader wartime stabilization programme.

General price controls

were imposed in December, 1941, after inflationary pressures had appear ed
in some sectors of the national economy. The prices of most agricultural products were abnormally low until the middle of the war, and the
policy of price administration needed to be supplemented by price
supports and production sUbsidies.

The state supported the prices of a

number of products on the grounds that temporary wartime dislocations of
markets should not be allowed to disorganize permanently those industries
which would be economic in the ordinary circumstances of peacetime.
state also used the

tec~que

The

of subsidies as a safety valve whenever

inflationary pressures on costs of production were a menace to the price
\

ceiling or to social tranqUility.

By the latter part of 1943, the live-

stock and dairy sectors of the economy had attained :priee:; parity on the

1926 base. At the same time, the climax in the structural transformation of agriculture had been attained, and already there were signs of
retreat to former levels of wheat and hog production.

CHAPTER III
THE ORGANIZATION OF CANADIAN FOOD EXPORTS

The Wartime Export Trade and Forward Prices for Agriculture

If the Canadian agricultural economy were to make a completely satisfactory adaptation to the abnormal circumstances of the war, the
bare recognition that there should be a general transfer of resources
out of wheat production and into livestock and dairy production was not
sufficient.

The structural transformation of agriculture which took

place through the early ninet,een-forties could be efficient only to the
extent that there were specific indications of the kinds and quantities
of food products which would be required both by the Allied nations and
by Canada itself.

A primary function of the wartime international food

contracts was to provide these indications as directives for the production of basic food products through stated periods.

Beginning with the

First Bacon Agreement with the United Kingdom in November, 1939, the
establishment of forward prices for agriculture by means of contracts
between Canada and other autonomous states was a new departure in the
kinds of economic intervention that the Federal Government was willing
to employ on behalf of producers.!:! By signing such agreements, the

See especially J. E. Lattimer, "The British Bacon Agreement",
C.J.E.P.S., Vol. 6, No.1, February, 1940, pp. 60-67, and "Agricultural Price Policy", Scientific Agriculture, October, 1946,
(footnote !I continued on page 66).

"
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state undertook to guarantee a market to Canadian producers for given

l("

volumes of produce at specified forward prices during each contract
period, and to maintain deliveries of that produce to the United Kingdom.
In order to accomplish these ends, the state was obliged to exercise
continuous control over the marketing of any fo ods which were under contract, and of any close substitutes as well.

When the United Kingdom

Ministry of Food expressed the desire to carry out the terms of the

'l

~

agreements through single Canadian agencies, the Federal Government established a series of' BoardsY with power to control the marketing of the
entire domestic supplies of' any agricultural product which might be
designated for that purpose by order-in-council.

Thus, within a few

months of September, 1939, the urgency of economic warfare had brought
about an unprecedented extension of' the activities of the state in
agricultural markets; for the duration of the war, at least, the traditional freedom of private trading was virtually ended.
When the state undertook to assure a continuous flow of exports

\

at arbitrary levels -- but without going so far as to dispense entirely
wi th the price mechanism as the principal means of allocating resources

among productive alternatives -

it became necessarily involved in making

(footnote 1/ continued from page 65):
pp. 538-43: In this connection, the Canada-United Kingdom trade
Agreement of' 1932 for maximum annual deliveries of Canadian pork
and pork products would scarcely fit into the classification of'
forward price contracts; it did not even represent a significant
interference with the institution of private trading in agricultural products.

g(

The principal agencies of the Canadian Government which dealt with
the export of agricultural products to the United Kingdom during the
war were the Bacon (Meat) Board, the Dairy Products Board, the
Special Products Board and the lVheat Board (see Chapter IV below,
especially Fig. 2 on page 99 ).

,
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predictions of the prices which would be capable of calling forth that
flow.

It found at various times that the prices to which:it had agreed

were too high or too low, and the result was the appearance of temporary
surpluses or shortages.

Forward prices were therefore readjusted

periodically to meet changing conditiona , either directly by re-negotiated
contracts, or indirectly by subsidy payments.

The system of internation-

al contracts was an integral part of the wartime stabilization programme,
and the state was obliged to reconcile forward prices with price ceilings
-

a ta.sk which was often pos sible only with the supplementary assistance

of subsidy payments and physical market controls.
From the point' of view of the United Kingdom, the kinds and
quantities of Canadian foods for which contracts could be drawn up were
subordinated to a number of considerations:

the possibility of finding

alternative food supplies or of dispensing entirely with some foods, the
availability of shipping and storage facilities, the effects which inferior diets would have on national morale, and the drain on supplies of
dollar exchange.

British import policy was therefore subject to constant

revision, particularly in the earlier part of the war.

From the point

of view of Canada, the ability of the Government to make contracts was
determined by the teChnical aspects of expanding agricultural production,
and by the effects which increased exports would have on domestic price
levels and Can~dian nutritional standards.

The principal foods which

actually came under forward price contracts from 1939 to 1945 were bacon
and hams, eggs, evaporated milk and cheese; at the same time, the technique of making large bull{ sales of wheat to the British Ministry of Food

\)
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was employed by the Wheat Board in handling most of the wartime export
trade of that product.Y

The Food Contracts: The Equation of Supply and Demand
Under the terms of the First Bacon Agreement, Canada undertook
to supply the United Kingdom with 291 million pounds of bacon and hams
at a price of $18.01 for Grade A Wiltshires during twelve months beginning November 1, 1939.

In order to maintain adequate and continuous pork

exports, the Bacon Board was established almost immediately with power
to control hog markets, requisition pork Sllpplies and storage, and
guarantee to producers the payment of prices which were in line with the
forward prices set up in the contract.HI (Table XII summarizes the details
of the principal Canada-United Kingdom food contracts ouring the war).

'}/

A number of other wartime contracts -- less important in terms of
volume and value - were also drawn up for Canadian agricultural
products: flax fibre, pork offals, hog casings, canned pork, lard,
beef, oxtails, mutton and lamb, poultry, butter, vegetables, fruits
and berries. After the cessation of hostilities in 1945, contracts
for most of these products were continued for one or more years,
and others were added: wheat, fibre flax seed, beef offals, canned
lunch meat, roller-dried skim milk powder, and spray whole milk
powder. (See Department of Agriculture, Exports of Farm Products,
War and Post-War Developments, pp. 37-56).
-.--

~

For discussions on the subject of this section, see ibid., pp. 3-9;
Department of Agriculture, Agricultural Assistance, War and PostWar, pp. 8-12; J. E. Lattimer, nThe British Bacon Agreement,
10c. cit.; H.K. Leckae , "The Third Bacon Agreement", Economic
AiiiialI"St"; October, 1942, pp. 68-71; and! Quarter Century of Development in the Canadian Hog and Bacon Industry, (unpublished thesis),
University of Toronto, Imi57ch:-li;and F.H. Auld, A Review of
Agricultural Administration in Canada During World War Two, Cfi. 7,
nV{artime Production and Marketing of Live stcck", original manuscript.

'f
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Contract
Bacon(a)
(1) Nov. 1/39-oct. 31/40:
(2) Nov. 1/40-oct. 11/41:
(3) Oct.12/41-Nov. 21/42:
(4) Nov.22/42-Dec. 31/43:
(5) Jan. l/44-Dec. 31/45:

(1)
(2)
(3)
(4)

Apr.
Jan.
Jan.
Jan.
(5) Jan.

l/41-Dec. 31/41:
1/42-Dec. 31/42:
1/4.3....D ec.3I/43:
l/44-Dec. 31/44:
1/45-Dec. 31/45:

Evaporated Milk(c)
(1)
(2)
(.3)
(4)
(5)
(6)

Julyl/40-Mar.
Apr. 1/41-Mar.
Apr. 1/42-Mar.
Apr. 1/43-Mar.
Apr. l/Lh-Mar.
Apr. 1/45-Mar.

31/41:
31/42:
31/43:
31/44:
31/45:
31/46:

Cheese(d)
(1)
(2)
(3)
(4)
(5)
(6)

May 28/40-Nov.
Apr. l/41-Mar.
Apr. 1/42-Mar.
Apr. 1/43-Mar.
Apr. l/44-Mar.
Apr. 1/45-Mar.

Price

Quantity
Actually
Shipped

million lbs.

dollars per cwt.
grade A Wiltshires

million Ibs.

291
426
600
675
900

13.8
38.1
57.0
50.4
50.4

(mm,')

(min.)
(max.)
(min.)

(min.)

18.01
15.82
19.77
21.75
22.50
cents per dozen
grade A Large

331

426

600
675
1,110
million dozen
shell equivalent

24.3
32.0-28.7
37-36-34-35
35.5
39-44-48

thousand cases

dollars per case

thousand cases

1,050
658

3.75
4.13 - 4.00
4.45 - 4.33
4.75

709
644

668

300
300
300

million Ibs.

30/40:
31/42:
31/43:
31/44:
31/45:
31/46:

1939-1945

Quantity
Agreed

million dozen
shell equivalent

~(b)

cO~rrRAcTS:

78
112
125
150
125

125

4.81
4.81

cents per Ibs.
First Grade

14

14.5

668

301
300
704
million Ibs.
93

115

20

142

20
20
20

123
127

116

Bacon contracts specified a minimum of 75 per cent Wiltshire sides: prices
cited f.a.s. Canadian seaboard.
(b) Egg contract prices usually fluctuated seasonally from a low inspring to a
high in autumn and winter; prices cited Montreal basis.
(0) Unsweetened condensed milk in cases of 48 - 16 oz. tins (64 Ibs. milk net).
Prices are cited f.o.b. steamer or r.r. car Montreal, Vancouver or New
Westminster; if two prices are given, the lower one is for the West Coastal
ports.
(d) Cheese contract prices cited f.o.b. steamer or r.r. car Montreal to March
31/43; thereafter, f.o.b. factory or grading station shipping point.
(a)

Source: Department of Agriculture, Exports of Canadian Farm Products, War and
Post-1Var Developments, ottawa, 1949;-pp. 38 and'4S=50.
. --
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The results of the First Bacon Agreement were disappointing because
growing pork surpluses threatened to counteract the price incentives to
future hog production.

By February, 1940, at the same time as the Uni1B:l

Kingdom desired a curtailment of contract shipments, relatively high
Canadian prices were bringing about the importation of pork from the
United states; in order to protect the stability of prices, the Government found it necessary to license all pork movements into Canada from
that time until March, 1941.

However, through substantial accumulations

of bacon and hams in storage against later requirements for export,
together with an neat more pork" campaign directed toward domestic consumers, the Bacon Board was able to guide the hog industry successfully
to the end of the contract.
Vfuile the flooded hog markets of 1940 might have indicated
that the forward price for pork was too high, the events of 1941 showed
that the price-quantity calculations preparatory to the Second Bacon
Agreement had brought about a forwa.rd price of the opposite extreme.

The

negotiators of this Agreement attempted to bring supplies into line with
contractual prices; commencing in November, 1940, the next year's commitment of bacon and hams was raised to 426 million pounds, and the price
of Grade A Wiltshires lowered to $15.82.

But it was not forseen that

1941 'Would bring very much higher pork prices in the United states and
increasing supply shortages in the United Kingdom.

The British were soon

calling to have the contract expiry date moved forward by six weeks; by
the end of May the Canadian Government had allowed its import restrictions to lapse, inauguated export controls, and limited hog slaughterings

I

¥
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TABLE XIII - PER CAPITA CIVILIAN

1935-38
(average)
1939
1946
19LJ.
1942
1943
1944
1945
1946
(a)

CONSm~TION

OF :MEAT IN CANADA: 1935-1946
Other(a)
Meats
Ibs.

Total
Meats

Pork
1bs.

Beef'

'lbS":

Veal
i."bi;'

40.2

55.1

10.5

12.4

118.2

38.l~

53.2
54.5
58.3
60.1
69.3
61.7
64.6
67.4

,10.4
10.8
11.1
10.8
10.2
11.0

12.6
11.5
14.1

114.6
121.5
129.8
138.7
155.5
149.1
142.9

44.7
46.3
53.3
61.0

61.l~

50.9
51.9

11.9
10.5

lbs.

14.5

15.0
15.0
15.5
15.0

J.44.8

Includes mutton, lamb, offals and canned meats.

Source:

Adapted from Live Stock and Animal Products Statistics, (ottawa,
Dominion BureiUO"f Stati'St1cs).

for the domestic market to 100 per cent of the 1940 levels.

In the same

month, the United Kingdom agreed to raise the contract price on 213
million pounds of bacon and hams ,from 81/ to 85/ per long

em.

~

i

f.o.b.;

the British were to benefit from any future fall in American prices below
the equivalent of 85/, while the Canadian Government was to absorb any
future price rise above it.2/ Deliveries under the second Agreement
were completed in October, 1941, ahead of schedule; in order to accomplish
this, the

Can~dianGovernment had

been obliged to raise the price of

Wiltshires to $19.60.
After 1941, increasingly heavy pressures on pork supplies in

2f

See Bacon Board Order Nos. 1 and 2, (Canada Gazette), May 16, 1941,
for market controls; see P.G. 3175, May $, 1941, for the renegotiation of the contract with the United Kingdom.

'\
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both the domestic and export markets induced a nev price rise in each
successive bacon contract.

Not only did the per capita civilian con-

sumption of meat -- particularly pork and beef -

increase by some 20

""

per cent from 1941 to 1943 (as shown in Table XIII), but the Third and
Fourth Bacon Agreements raised the quantities of bacon and hams required
anrmally for shipments to the United Kingdom to 600 and 675 million pounds
respectively.

In the spring of 1942, the Government placed an effective

embargo on the export of beef cattle to the United states in an effort

" ,

to restrain an imminent meat shortage in Canada and to protect the
domestic price ceilings.

However, this action provided. but a momentary

relief from increasing pressures on Canadian meat supplies, and in September, 1942, the Bacon Board enforced a further drastic cut in hog
slaughterings for the domestic market to one half the 1940 level.
the follovring year, the pressure of

~time

In

demands for meat became

critical, and pork deliveries to the United Kingdom under the Fourth
Bacon Agreement could be completed only by allowing them to run to
December 31, 1943, several weeks beyond the scheduled expiry date.
Consumer meat rationing could not be avoided, and was imposed from May,
1943, to February, 1944.~ Then, a reduction in the pork export commitments under the Fifth Bacon Agreement, together with record hog market-,
ings and a1eve1ling off of domestic consumption, somewhat eased the

ij

See Bacon Board Order No.3, (Canada Gazette), September 19, 1942,
for the curtailment of domestic deliveries. W.P.T.B. Order No.
276, May 17, 1943, instituted consumer meat rationing, and W.P.T.B.
Order No. 370, February, 1944, rescinded.
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strain on Canadian meat supplies in 1944.

With a new high -forward price

of $22.,0 for Grade A wiltshires, three-quarters of the pork shipments,
called for under this two-year Agreement had been made by the end of the
first year.

Yet, in spite of fears in the summer of 1944 that the demand

for pork might be starting to relax, a rela.tive decline in hog marketings "
in the final quarter of 194h and throughout 1945 again exerted critical

pressure on supplies.
The five wartime Bacon Agreements afforded the state an opportunity to give specific direction to the development of Canadian hog
production by establishing forward prices.

But the task of making

accurate price and volume predictions, particularly in the early war
years, was difficult and not always successful." Under the first Agreement, the price for bacon and hams seemed high and contract shipments
were completed weeks ahead of schedule; under the second, the price had
to be increased four times and supplemented by an export subsidy in
order to maintain the rate of deliveries that had been undertaken.

Under

subsequent Agreements the state found it necessary as well to employ a
wide variety of physical controls on the slaughter of hogs, and on the
marketing, storage, domestic distribution and export of pork products,
and of arty of its substitutes which were in short supply.

In fact, it

was not possible for the technique of fOrlvard prices by itself to be
completely effective, since the wartime stabilization programme imposed
fairly precise limits upon it.

By the end of

1943, the combined effect

of rising civilian, military and contractual export demands for m.eathad
been to raise hog production to its highest wartime peak; heavy marketings

,
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pressure on supplies.

Yet, in spite of a substantial drop in civilian

consumption, a meat shortage again appeared in 1945, primarily as a
result of even sharper declines in hog production.

If the record shows

that all the wartime pork contracts were successfully completed, this
was not accomplished without the careful co-ordination of the many-sided
devices of state and inter-state supervision.
The First Egg Agreement called for shipments of both shell and
powdered eggs to the United Kingdom to begin in April, 1941. Almost
immediately, a Special Products Board was established trative powers similar to those of the Bacon Board -

with adminis-

to deal 'With any

agricultural product except bacon and dairy products which might be designated for the purpose by order-in-council.

At various times throughout

the war, the Board channelled the marketing of eggs, prohibited their
storage in certain seasons, and determined the quantities and grades or
eggs which might go into alternative types of processing,

After some

regulation of storage in 1941 and the payment of export subsidies in 1942,
the most intensified forms of state intervention were introduced in 1943,
when the Board found it difficult to fulfill shell and dried egg commitments under the Third Egg Agreement.lI The Agreement called for egg
deliveries to the United Kingdom to be raised from negligible volumes in
the pre-Ylar years to a maximum of some 57 million dozen in 1943, but

11

Under Special Product Board Order Nos. 8 and 9, March 25, 1943; and
Nos. 10 and il, April 8, 1943, a Board permit was required for the
sale or storage of dehydrated whole egg, egg albumen and egg yolk
as well as liqUid or frozen egg products. A permit was also necess...
~ for the conversion of Grade A Large eggs into any of these
products.

"",

- 75this level of exports was not attained (see Table XII above).
state restrictions on the processing of eggs were gradually
relaxed after the spring of 1944, since steadily increasing rates of
egg production relieved the pressure on markets.

The experience of the

state in dealing with wartime egg exports was substantially the same as
it was under the bacon contracts.

Forward prices for eggs, even though

~

~

1\

highly flexible throughout the seasons, were an insufficient means of
bringing forth the kinds and volumes of production required.

Subsidies

were needed from time to time as a corrective to mistaken judgement, supplemented by a large measure of administrative market controls.

By

these

means it was possible for the state to accomplish what private trading
could not have done.
The Dairy Products Board was a third agency to which the Government gave wide discretionary power in order to carry out the terms of
the interstate food contracts; its wartime activities were related
particularly to cheese and evaporated milk.

The First Cheese Agreement

came into force in May, 1940, and, like the shipments of pork that were
then being made under the bacon contract, cheese deliveries were easily
maintained at the desired level without the use of any special incentive
techniques by the state.

By

the time the contract expired, the Board had •

over-shipped cheese to the extent of
above).

15

million pounds (see Table

nI

In the same period, however, the production of evaporated milk

was relatively sluggish in spite of the fact that it benefitted from a
substantial diversion of whole milk away from butter production.

Under

the First Evaporated Milk Agreement, it was impossible for the Board to
supply the United Kingdom with more than two-thirds of the 1 million cases

V
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of milk called for.
The attempts made by the state to use to advantage the techniques of forward price fixing were clearly manifested in the terms of
the second Agreements for evaporated milk and cheddar cheese, both of
which connnenced in April, 1941.

Judging from the shortage of evaporated

milk which had occurred during the first Agreement, it was believed that
the supply and demand could be equated by lowering the contract volume
from I million to 660 thousand cases at the same time as the price per
case was raised from $3.75 to #4.00 (Vancouver basis).

•

By the end of the

contract period, it was evident that the state negotiators had some-

t ~)

what over-estimated the strength of this new price incentive, for in
order to maintain deliveries, a substantial subsidy had to be paid on
evaporated milk from December, 1941, until the termination of the Agreement, (see Fig. 1 on page

52).

On the other hand, since commitments

under the 1940 Cheese Agreement had been more than amply met, it was
hoped that a supply-demandequation could be attained in 1941 by increasing
the contract volume from 78 to 112 million pounds, while the price
remained at about 14¢ per pound.

But, in the same way as pork prices

had proved too low under the Second Bacon Agreement, the volume of
cheese which the Board had undertaken to supply could be maintained only
by applying additional subsidies to the contract price on two successive
occasions.
By 1942, strong new pressures on dairy supplies were felt from
the domestic market as well as from the United Kingdom, and the effects
were particularly apparent in the rising per capita consumption of

- 77 TABLE XIV - PER CAPITA CONSUMPTION OF DAIRY PRODUCTS IN CANADA: 1939-1946
Evaporated
Milk

1bs.

8.3

1939
1940
1941
1942
1943
1944
1945
1946
Source:

8.9
9.0
12.2
13.0
10.9
12.1
11.9

Butter
1bs.
30.7
31.3
31.2
33.1
28.5

29.8
28.8
25.6

Cheese
1bs.
3.8
3.7
4.6
3.9
4.7
4.6
5.1

4.2

Fluid Milk
and Cream
1bs.
424.4
422.6
413.7
413.6
452.6
460.3
462.4
477.0

All Products
In Terms of
Whole Milk
1bs.
1,220.7
1,234.9
1,239.7
1,282.6
1,231.2
1,262.1
1,243. 6
1,173.5

Adapted from the Canada Year Book.

evaporated milk and butter in Canada (see Table XIV).

Implicit in the

terms of the Third Evaporated Milk and Cheese Agreements in April, 1942,
were the endeavours of the state once again to equate supply and demand
by establishing forward prices which would anticipate domestic as well as
export demands. The volume of evaporated milk which the Board undertook
to supply for export was increased only slightly (by 10 thousand cases),
and the Vancouver price was raised more appreciably to $4.33. This time,
the state had apparently made more or less accurate calculations for
evaporated milk, because with the assistance of a small subsidy during
March and April, 1943, the terms of the Agreement were just fulfilled.
On the other hand, while the volume of cheese commitments was increased
rather moderately to 125 million pounds, the increase in price was extreme
-

almost a

50 per oent rise to 20¢ per pound. A high forward price for

the export of cheese, together with a reduced rate of per capita consumption and a large volume of production in 1942, made possible the record
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delivery of

142

million pounds to the United Kingdom.

Again in 1943, new production subsidies were introduced throughout the dairy industry as a result of continued expansion in domestic and
export demands for dairy products.

Consumer butter rationing had been

introduced in December, 1942, and within a .few months evaporated milk was
added to the list of rationed goods.

The volume of evaporated milk which

was to be exported under the terms of the 1943 Agreement was reduced by
more than

one~half

to $4.75 per case.

to 300 thousand cases, while the price was increased
Under these terms, it was possible for the state to

complete the contract on time.

On the other hand, the overwhelming

success of deliveries under the 1942 Cheese Agreement had been heartenLng, and the state undertook to supply the United Kingdom with a new high
of 150 million pounds of cheese in 1943-44 at the old price of 20¢ per
pound.

Within two months after shipments under this Agreement began, how-

ever, it was necessary to requisition for export all the cheese being
produced in Ontario and

Quebec;~ this was because domestic cheese con-

sumption was increasing -

partly as a result of meat rationing -

cheese production already showed signs of a sharp drop.

while

In spite of these

drastic physical· controls and the cheese SUbsidy which was introduced in
October, 1943, only three-quarters of the commitment was fulfilled by the
expiry date in March, 1944.
Throughout 1944, all the various forms of production subsidies,
consumer rationing and marketing controls on dairy products were continued;

§/

Dairy Products Board Order No. 56, June 1, 1943. The Order remained
in effect until December 22, 1943, and covered Virtually the entire
Canadian production of cheese, since Ontario and Quebec produced
some 93 per cent of the total domestic supply (see Table y;:;r on page

81).

<f
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with some upward adjustment in the forward price of evaporated milk, and
a substantial downlvard revision of the volume of cheese committed to
export. the terms of the 1944 Agreements for these products were successfully calculated.

In 1945, a continued rise in the production of evapor-

ated milk eased the pressure on supplies, and the sixth Agreement proved
for the first time since 1940 to be an under-estimate of the country's
export capacity.
The principal implications of the wartime food contracts are
abundantly clear for pork products and eggs, as well as for the whole of
the dairy industry.

The establishment of forward prices by means of

inter-state trade agreements was at all times from 1939 to 1945 based on
little more than a well-informed guess.

Contract prices and volumes

..

were necessarily bounded by sheer physical and technical exigencies on the Atlantic Ocean, and on either side of it -

and they had to be

reconciled both with the Canadian and with the British price structure.
The task of making accurate forecasts of what prices would equate supply
and demand for twelve months in the future was bound to be difficult.
It could not have been accomplished at all except that it was possible
for the state to use the devices of subsidy payments and market controls
throughout the contract periods as correctives to mistaken judgement and
unfor~een changes of autonomous factors.

The Canadian Contribution to the Allied Food Supply
Whatever difficulties Canadian producers and the state may have
encountered in dealing with the stresses and strains which wartime condit-

\

,
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ions placed on the agricultural economy, the success of their endeavours
to meet them must be measured in terms of the oontribution which they
actually made to the Allied food supply.

The principal export markets

for Canadian agricultural products among the Allied nations existed very
largely in the United Kingdom, although important quantities particularly
of wheat, coarse grains and grain products, were shipped at various times
throughout the war to markets in other parts of the British Empire, the
U.S.S.R., the United states, and Allied nations on the European Continent.
From 1939 to 1945, the volumes of pork products and cheese delivered
annually to the United Kingdom were SUbstantially higher than the levels
of the nineteen-thirties, and in the case of pork, surpassed even those
of the pre-depression years.

In addition, almost entirely new markets

opened up for eggs and poultry, evaporated milk and certain processed
fruits and vegetables.

Steadily increasing domestic purchasing power

exerted new pressures on food supplies, and, together with the enlarged
demand from the export markets, induced at least some expansion in the
wartime production of practically every kind of agricultural product in
Canada except wheat and apples.

This conclusion is suggested by a further

examination of the production of food commodities already discussed in
previous sections.

(Table XV shows Canadian wartime production volumes

for hogs, eggs, evaporated milk, butter and cheese by economic regions,
and should be read in relation to the export volumes indicated for these
products in Table XII on page 69).21

It will be noted that the national production totals for eggs and
dairy products in Table XV differ slightly from those given in
(footnote 2!continued on page 82).

>'t

- 81 TABLE XV - COM1,dERCIAL MARKETINGS OF HOGS, AND PRODUCTION OF EGGS, EVAPORATED MILK,
BUTTER AND CHEESE IN CANADA BY REGIONS: 1939-1946
British
Canada
Columbia
Maritimes
Quebec
Ontario
Prairies
Hogs

J:939
1940
1941
1942
1943
1944
1945
1946
~

1939
1940
1941
1942
1943
1944
1945
1946

3,706
5,457
6,225
6,232
7,150
8,864
5,867
4,465

82
90
77
86
100
147
113
85

222
235
244
280
315
361
374
347

11
13
13
16
19
24

26
23

Evaporated Milk

1939
1940
1941
1942
1943
1944
1945
1946

117
136
166
186
178
18h
201
192

1,668
2,191
2,330
2,022
2,029
2,109
1,807
1,770

(millions of dozens)

33
36
36
39
41
53
55
50
2

(n)

371
363
380
363
367
352
347
326

25
25
26
28
27
26
27
26

127
143
150
208
167
119
189
148

1
1
2
3
2
2
2
2

Cheese

1939
1940
1941
1942
1943
1944
1945
1946

337
524
451
348
437
789
535
478

79
79
81
90
102
107
119
116

1,619
2,645
3,334
3,745
3,857
5,768
3,376
2,1l0

33
32
27
50
36
22

80
88
93
112
128
148
146
128

18
20
21
22
24
28
28
29

(millions of pounds)

Butter

1939
1940
1941
1942
1943
1944
1945
1946

(thousands of animals)

23
30
45
44
41
51
52

86
81
96
99
96
9~

104
98

(millions of pounds)

92
8,5
87
85
93
90
96
93

(n)

112
110

no

95
90
83
85
77

6

20
22
28
28
26
27
28
24

132
135
148
149
150
11+7
131
123

9
8
8
7
7
7
8
7

7
8
8
10

1
1
1
1
1
1
1

(millions of pounds)

28
34
37
65
50
61
62
42

90
99
103
128
106
106
116
96

7

9
9

1
7
Sources: Livestock and Animal Products Statistics; (for hogs); Canada Year ~
(for eggs and dairy products).
(n) Provincial breakdolm not available since there was only one plant in each of
t~es~ ~~g~?ns ~Nova Sco~ia. a~d Alberta). (The law prohibits the publication
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Under the first five Bacon Agreements and the various supplementary contracts for pork by-products, Canada delivered to the United
Kingdom during the six years of war a total of over 3 billion pounds of
bacon and hams, and significant additional quantities of pork orfals,
hog casings, earned pork and lard.

This was a striking advance over the

six-year period immediately preceding the war, when the entire Canadian
exports of pork and pork products to the outside world totalled scarcely
more than 1 billion pounds • Although every economic region of Canada
assisted in swelling the volume of wartime pork exports, the greatest
part of the increase in national hog production occurred in the Prairie
Provinces.

In 1939, approximately

4.5 per cent of the commercia1 hog

marketings were in Ontario, and another 43 per cent in Alberta, Saskatchewan and Manitoba.

By the time the wartime peak was reached in 1944,

the prairies had nearly quadrupled their 1939 production, and alone contributed 66 per cent of the national total.

The largest single factor

in the phenomenal rate of hog production in all three Prairie Provinces
was undoubtedly the existence of huge feed grain surpluses and the inability to market any significant amounts of wheat outside of Canada and
the United Kingdom between 1940 and 1943.!Q/ In addition, the federal
feed grain subsidies for Eastern Canada and British Columbia were effective

(footnote 21 continued from page 80).
,
Table XI above, but the discrepancy is due to a disagreement among
successive pUblications of the Canada Year Book. Both Table n and
Table XV. are, however, consistent withi'nthemselves ,

!Q/ There was one major exception, however, when Canada exported 160
million bushels of wheat from the 1943 crop to the United states
as feed grain.
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in bringing about relative.Ly large increases in hog production in every
province without exception.

(

When an Allied victory was assured, and 'Wheat

markets again showed signs of opening up, most of the elements which induced Canadian farmers -

particularly in the Prairie Provinces -

to

produce nearly 9 million hogs for commercial markets in one single year

"!

were no longer in existence.
Through five years of wartime egg contracts from 1941 to 1945,
Canada supplied the United Kingdom with the shell equivalent of nearly

260 million dozen eggs, as compared with an annual export in the late
nineteen-thirties of less than 2 million dozen.W

This huge volume of

deliveries into a market which was practically non-existent before the
war was made possible by a steadily rising level of egg production in
every part of Canada.

v

Among the economic regions, the Maritimes and the

Prairie Provinces showed by far the greatest relative increases, their

1945 production being resPectively 140 and 80 per cent higher than their
1939 levels; during the same period, egg production in Quebec, Ontario
and British Columbia rose by·at least

50 per cent

in all three provinces. ~

The largest absolute contributors to the rising national production were
the Prairie Provinces and Ontario, which together maintained some 70 per
cent of the Canadian total each year.

By the end of

1945, war VIll.riness

had brought about some relaxation in productive effort throughout agriculture, and there 'Were signs that egg producers -

W

particularly in the

In addition to the various wartime pork and egg commitments to. the
United Kingdom discussed in this Chapter, Canada delivered to that
country - again under wartime contracts - some 348 million pounds
of beef, 20 million pounds of mutton and lamb, and 2~ million
pounds of chickens, turkeys and fowl.

1
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production levels.

However, in spite of the fact that the egg industry

is technically even more susceptible to rapid expansion and contraction

J

tha.n hog production, there was no visible indication at the end of the
war that egg production would undergo the same drastic curtailment as
occurred in the 1945 marketings of hogs.
During the six years of war, the annual production of evaporated
milk in Canada increased by 70 per cent, striking a record 200 million
pounds in 1945; this rising level of national production was paralleled
by greatly increased volumes of exports.

Under the wartime contracts

which ran to March, 1946, this country supplied the United Kingdom wiIh
some 3.3 million cases of evaporated milk -- over 200 million pounds net
weight -

as compared with negligible exports in the pre-war period.

Through the same period, to September, 1946, Canada. also delivered 715
million pounds of contract cheese to the United Kingdom; Canadian exports
of cheese to the outside world in the first half of the nineteen-forties
amounted to an average of 125 million pounds annually, some 50 per cent
higher than in the nineteen-thirties.~ Because the products of whole
milk are highly substitutable one for the other at the producertslevel,
it has been found in preceding sections that any analysis of production
in a given branch of the dairy industry necessarily involved a discussion

~ Markets in the United Kingdom have traditionally absorbed more than
95 per cent of all Canadian cheese exports to the outside world.
In addition to the evaporated milk and cheese contracts, a minor
wartime contract called for the delivery of 7 million pounds of
butter to the United Kingdom for the month of September, 1943.

"

\
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Likewise, it is not possible

to show an accurate picture of the contribution made by each of the
economic regions of Canada to the wartime supply of evaporated milk and
cheese unless dairy products are considered together as a whole group.
In Table XV, for example, it is quite evident that subsidy payments and
administrative controls on concentrated milk products, butterfat and
cheddar cheese, did not have equal relative effects in all of the provinces.
Ontario and Quebec are the mainstay of the Canadian dairy
industry, and in 1939, they produced between them some 83 per cent of the
nationts evaporated milk,
its cheese.

55

per cent of its butter and 93 per cent of

In absolute terms, these two provinces continued throughout

the war to supply the largest part or the evaporated milk Produced in
Canada.

The remaining amounts needed to make the national total came

from British Columbia, Alberta and Nova Scotia, and by the end of the
war, these three provinces were producing nearly one-quarter of the whole
supply.

The increase in the rate of wart:i.m.e production was particularly

apparent in Quebec and British Columbia, and in the case of the latter,
was a strong motivation for naming -

in add!tion to Montreal -

the west

coastal ports of Vancouver and New Westminster as possible points of
shipment of contract milk to the Un!ted Kingdom.

Wi th regard to the war-

time production of cheese, the provinces of Ontario and Quebec not only
continued from 1939 to

1945

to make the greatest absolute contribution

to the national aggregate, but consistently maintained their strong pre~

position in relation to the rest of the economy. In addition to

these two Central Provinces, the Maritimes and the Prairies also showed

I
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. some susceptibility to cheese subsidies, but the largest relative increase
in the rate of cheese production of any province was in Quebec, where it

was twice as great as in Canada as a whole.
In this analysis the regional distribution of butter production
is a factor which must not be overlooked.

The huge wartime volumes of

evaporated milk coming from Ontario, Quebec and British Columbia, and
of cheese coming from Ontario and Quebec, were made possible not only by

f

an expansion in the over-all supply of whole milk, but by a substantial
diversion of resources away from the production of butter.

Such a diver-

sion in these three provinces would have brought about a drastic reduction
from the pre-war levels of butter supplies in Canada had it not been
possible at least to maintain them by large relative increases in the
other provinces.

Dairy production in both the Prairie Provinces and the

Maritimes was highly susceptible to butterfat subsidies -- particularly
when they were first introduced in 1942

and this compensated to some

extent for the stronger economic appeal of subsidies paid on milk concentrates and cheese in Ontario, Quebec and British Columbia.

A1though

Canadian butter did not figure significantly in the food supply of the
Allied nations outside of Canada, it was presumably important in the
maintenance of a politically acceptable diet for Canadians themselves.
If the diversion of dairy resources into production for export had brought
about an even larger restriction on domestic butter consumption than it
did between 1942 and the end of the war, the resulting pressures on the
state might have forced it to fall somewhat, further short on its milk and

'.

t
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cheese deliveries to the United Kingdom.

A substantial levelling off,

but not absolute decline, in the over-all production of whole milk occurred
from 1943 until the end of the war, and the effects of this factor were
particularly marked in the reduced rates of butter production in ontario,
the Prairie Provinces and the Maritimes, and in the sharply declining
volumes of cheese production throughout Canada.
A final aspect of Canadian obligations under the wartime food
contracts was the significant volume of fruJ:.ts and vegetables with which
this country supplied the United Kingdom.

"

The relatively important pre-

war market for Canadian apples was virtually eliminated in 1939 when the
United Kingdom Ministry of Food declared that apples would not form an
essential part

~f

the wartime diet of the British people.

In spite of

this, the Canadian Government was able at various times throughout the
war to contract for the delivery of a total of some
evaporated Nova Scotian apples.

2,

million pounds C£

In addition, over 10 million pounds of

assorted fruit and berry pulps were supplied from British Columbia dur:ing the war.

Significant among the vegetables shipped under United King-

dom contracts were canned tomatoes and dehydrated potatoes.

These war-

time exports of fruits and vegetables were made possible in large measure
because ocean shipping facilities were economized by the use of dehydration
processes.
An important part of the Canadian contribution to the Allied
food supply, but one which does not fall strictly into the category of
wartime food contracts, was the large volume of wheat and wheat flour
delivered by Canada to her Allies during the war.

In the six crop years

1939-40 to 1944-45 inclusive, the 'Wheat Board supplied the outside world

\
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with over 1,550 million bushels of wheat.W This meant that the Canadian wartime exports of wheat each year reached levels which surpassed

' \

by wide margins those attained in most of the nineteen-thirties, and

which compared favorably even with the relatively high levels of 1927
and 1928. Of this six-year total, export markets within the British
Empire absorbed some 1,050 million bushels United iingdom alone million bushels.

nearly 950 million in the

and the United states took approximately 250

During the first year and the last two years of the war,

an additional 100 million bushels of Canadian wheat were delivered to
other Allied nations, including principally the U.S.S.R., Belgium, the
Netherlands, France and Derunark.

The remaining wheat exports not accounted

for among the Allies were delivered to neutrals in various parts of the
world.
This summary of the high absolute volumes of food products
delivered by Canada to her Allie s during the war indicates that once the
fateful events of 1940 had determined precisely the lines along which an
agricultural expansion should run, production in .practically every branch
of agriculture except wheat and apples rose substantially above the prewar levels. After the spring of 1941, the combined effect of increased
domestic and export demand for agricultural products was the virtual
elimination of seemingly chronic food surpluses which had plagued this
country through the 'Whole decade of the nineteen-thirties and for the
first two years of the war.

W

There is also a strong suggestion that in

These six crop years ran from August 1, 1939, to July 31, 1945.
The grain data cited in this section include both wheat and wheat
flour, and are adapted largely from Exports 2! !::!:! Products, 0p.
cit., p. 60, t. 37.

- 89 relation to total Allied war effort, Canada's contribution to the food
supply was large.

Concerning the levels of nutrition which were main-

tained in three of the Allied nations drawing to a close -

even by the time the war was

the Combined Food Board was able to conclude in

1944:1W
In the United states, Canada and the United Kingdom,
the total food supplies currently entering into
civilian consumption, if they were distributed
broadly in accordance with phFSiological needs,
would "With one exception, be sufficient to meet
nutritional intake requirements on a restricted
basis without impairing health, morale or working
efficiency_
That Canada played a large part in the maintenance of a tolerable
wartime nutritional level for the British people is evidenced by the
fact that Canadian agricultural exports to the United Kingdom -- partieularly those of pork

? t

t

--

rose from a relatively minor place

among the food imports of that country in 1939, to a position of major
importance in 1945.

The Financial Aspect of War-Exports: Inter-State .Loans and Gifts
The role of agriculture in the Allied war effort must now be
given more precise meaning by a further analysis of the financial aspects
of Canada's export trade between 1939 and 1945. Before the Second World
War, trading relations between Canada and the outside world followed the
pa ttern of the .so-called North Atlantic triangle.

1W

Combined Food Board, Food Consumption
Kingdom and the united'States, Report
ottawa, King-rs-printer, 1944, p. 21.
this excerpt was a marginal amount of

The Canadian balance

Levels in Canada, the United
of a Special Joint Committee,
The exception mentioned in
ascorbic acid in Canada.

,~

- 90-

of international payments on current and capital account generally showed
an excess of imports from the United states, which in turn was largely
offset by an excess of exports to the United Kingdom and the rest of the
sterling area.

From the point of view of Canada, the critical link in

this triangular trade movement existed in an excess of exports from the
sterling area to certain parts of the non-sterling world -- particularly
the United states --

~ich

provided sterling countries with a fund of

dollar currencies with which to pay for the net movement of goods and
services which they received from Canada.

When the war began in 1939,

'the United Kingdom and its Allies greatly increased their demand for many
kinds of Canadian products, and this factor, coupled with their everdecreasing capacity to export goods and services to the dollar areas,
seriously dislocated the traditional pattern of trade.

This new wartime

export-import relationship between Canada and the United Kingdom could
not have been sustained much beyond the end of 1940 "Without a substantial
reconstitution of the pre-war techniques of international exchange.
That these factors were important in the export trade of Canada
during the nineteen-forties is clearly suggested by an examination of the
wartime changes in its balance of international payments with the sterling area (see Table T.JI).!2I In the pre-war year of 1938, Canada's
trading relations with the sterling area produced: a net credit on current
account amounting to $171 million, and this was balanced by a net debit

!21

It should be noted that for the years before the creation of the
Foreign Exchange Control Board by the Federal Government in 1939,
the net receipts of convertible exchange from the sterling area
were aggregated in the "balancing item".

TABLE XVI - CANADIAN BALANCE OF INTERNATIONAL PAYMENTS WITH THE STERLING AREA,

1938 - 1949

(millions of· C-ana-d£an-croIlars)

1938 1939 1940 1941 1942 1943 1944 1945 1946 1947 1948 1949(a)
Net Current Account:
United Kingdom:
Other Sterling Area:

127 137 343 7341,223 1,149 746
44 39 76 71
46
67 133

Net Total Sterling Area:

171 176 419 805 1,269 1,216 879 1,042 669 874 615 578

747 500 633 486 443
295 169 241 129 135

Net Capital Account:
Net Canadian Securities Retired:
Net outstanding Securities Purchased:
War Loanto U.K. and Repayments:
Postwar Loan to U.K.:
Canadian ACCul'!lulation of stg. Balances:
Other Capital Transactions: Net:
Net Capital Movement:
Net Receipts of Convertible Exchange
from stg. Area Transactions:
Mutual Aidand 1942 ~ to U.K.:
Balancing Item:
(a)

(b)

326

21 120 150
12

5

-

28

8

36

700

82 728
46 153

14

26
18

34
27

64

-818 -- ....-57 -29 _.544 - 2 341

26

42

59

83 214 809

24:;

566

2

--

23

143

1,000

55

2

248

112(b)93(b)43

4

32

41

-

1

503 834

4

8

77

54

9

89 104
540 423

-67 -7

3S0 515 376

14

11

4 16
64
5
S2 120

-20 -60
26

82

33 150 505 597 487
5

660

1

1

Preliminary.

Reflecting multilateral settlement until the introduction of exchange control.

Source:

41

Adapted from the ~ ~ Canada Statistical Summary, 1950 Supplement" pp. 126-29.

7

8

9

I
'0
f-I

I

- 92 of $59 million on capital account and by the receipt of over $100
million in convertible exchange.

A similar situation occurred in 1939,

with the repatriation of a large number of Canadian securities held in
the United Kingdom becoming a more important item of debit on capital
account.

Definite wartime strains on the existing exchange relation-

ships began to appear in 1940, when a substantially higher cremt on
current account was balanced by an increasing rate of repatriation of
Canadian securities, and by a major rise in the receipts of convertible
exchange.

By 1941, the traditional techniques of international exchange

had reached the breaking point; in that year, the credit on current
account rose to $805 million -

1938 -

nearly five times 'What it had been in

and, at the same time, there was no dollar exchange available in

the sterling area with which to balance the net importation of Canadian
products.W This meant that in addition to purchasing larger numbers
of both Canadian and British·securities from the United Kingdom, Canada
was obliged to accumulate sterling balances in British banks to the
extent of over $700 million.

At the beginning of the war, the most important Canadian imports
from the United Kingdom were textiles, clay products, alcoholic
beverages, flax and flax products. During the war, the import of
these products was necessarily curtailed, and some of them
actually became exports from Canada to the United Kingdom. The
increased level of Canadian imports from the sterling area in the
form of goods and services consumed by Canadian armed forces
stationed in the United Kingdom could no more than partially
balance the large volume of Canadian war materials and foodstuffs
moving into the United Kingdom. This explains in large measure
the expansion in the si.:Je of the credits on current account
appearing in the Canadian balance of payments from 1940 until
the end of the war.
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The Federal Government recognized that unless it was willing
to allow its sterling balances to grow to astronomical proportions, 'With
little hope of ever making use of them in the near or distant future,
some fundamental changes in the system of international exchange would
have to occur.

Accordingly, it passed the War Appropriation (United

Kingdom) Financing A.ct in Mar ch, 1942.W This law authorized the
cancellation of the $818 million of Canadian-owned sterling balances
which then existed, of which $700 million were to be converted into an
interest-free war loan to the British Government, and the remainder to
be used by the Minister of Finance for the repatriation of Canadian
National Railway and Dominion Government securities.

The novel feature

of this Act, however, was a gift of 1 billion dollars which it made to
the United Kingdom for the purchase of Canadian foods and war materials,
and Which was to be covered by a federal war loan floated in the domestic
market.

With these drastic changes in the financial structure of Anglo-

Canadian trade, it was possible to balance the record 1942 sterling
defioit of $1,269 million on current account.

In each succeeding year

of the war, the excess of visible exports to the sterling area reaohed
levels of similarly high proportions; beginning in 1943, an impor:bant
part of the Canadian export trade -- both with the sterling area, and
wi th

other Allied nations outside of the United states -

by outright inter-state gifts called Mutual

was financed

Aid.~

17/ 6 George VI, c. 8.

W

7 George VI, C. 17; 8 George VI, c. 15. From 1942 until 1945,
the total moneys voted by Parliament for gifts and Mutual Aid to
all other countries and for all purposes amounted to some $3,550
million.
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TABLE XVII - EXPENDITURES FROM CANADIAN MUTUAL AID APPROPRIATIONS ON
FOOD SUPPLIES: FISCAL YEARS 1943-44 TO 1945-46
(millions of Canadian dollars)

1943-44
United Kingdom
Wheat and flour
Bacon
Beef
Eggs
Cheese
Other Products
Total
Other British Empire
Wheat and flour
Other Products
Total
Soviet Russia
Wheat and flour
Other Products
Total
France
'Whea'G and flour
Other Products
Total
Grand Total
Source:

1944-45

1945-46

50.3
49.8
6.7
8.2
4.2
8.6
127.8

98.9
23.8
.9
11.5
4.7

193.6
157.,
8.4
19.9
31.2
24.8

,.5
1.0
6.>

16.8
1.0
17.8

17.0
2.9
19.9

1.0
1.1

26.8

8.1

30.8

8.0
.3

.1
.3

.4

8.1
.6
8.1

165.9

161.2

492.7

9.9
9.9
2.8

TOTAL

8.j

6.4

l46.~

435.4

4.0

Adapted from Department of Agriculture, Exports of Canadian
Farm Products, War and Post-War Developments, Ottawa, 1949,
pp. 58-59, t. 30:--

There iaa strong suggestion that through the first half of the
nineteen-forties, the technique of state-financed international trade was
significant in the maintenance of high wartime levels of Canadian agricultural exports.

If Canada had been unable or unwilling to export

capital during the war on a scale which could never before have been contemplated in this country, the ever-widening gap between exports to and

~

- 95imports from the sterling area would, by 1942, have rendered impossible
any further expansion of the external markets for Canadian food products.
Some indication of the extent to which this was true may be taken from
Table XVII, which shows the distribution of pUblic moneys spent from the
Canadian Mutual Aid appropriations during the latter years of the war on
the agricultural products of Canada.

In this period, Canadian food

exports to the United Nations accounted for some 20 per cent of the total

\1

appropriations, wheat ranking high among the beneficiaries, together with
the most important contract foods, bacon, eggs and cheese.

From 1942

to 1945, Canada was able to export significant quantities of both
agricultural products and other war materials as her gratuitous contribution to the war effort because the state could increase by many billions
of dollars its funded debt within the country.

Had it not done so, not

only would the role played by Canada in the prosecution of the war have
reduced,
been gl!?:§:tJ.3",::l~ but agriculture could not have benefitted from the
increased wartime demand for its products in the export markets.

Summary
Canada made a substantial contribution to the Allied food supply
during the Second World War, whether that contribution is measured in
terms of the absolute volumes of agricultural products exported to othEr
nations, or in relation to the levels of nutrition which it helped materially to maintain both in the United Kingdom and in Canada.

The task

could not have been undertaken had the state not intervened to give concrete direction to the efforts of agricultural producers.

By means of

\

4
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inter-state contracts, it was possible to establish forward prices and
to specify appropriate production objectives for agriculture; the techniques of sUbsidy payments and administrative controls were employed to
ease the contracts through the innumerable difficulties with which they
were necessarily beset.

Insofar as such an accomplishment was possible

at all, the combined efforts of the producers and the state resulted by
and large in the delivery of the right kinds of foods at the right times
to other Allied nations, particularly to the United Kingdom.

Ultimately,

the success of the Canadian food export programme depended on the
ability and willingness of the nation to make relatively large exports
of capital as its gratuitous contribution to the Allied Cause.
'Wbatever may have been the effect of these various factors on
winning the final victory, a two-fold conclusion would seem to suggest
itself.

The increase in domestic and export demand for agricultural

products during the first half of the nineteen-forties effectively eliminated the troublesome food surpluses from Which Canadian producers had
urgently sought relief in the

ninetee~tbirties.

Meanwhile, the state

showed considerable capacity to guide the production, marketing and distribution of food products in Canada in order to achieve the purposes
of its war policy.

It did not therefore seem unreasonable to large

numbers of agricultural producers to expect that at the end of the war
the state could so adapt its techniques of economic intervention as to
achieve in peace time any particular economic or social ends which might
be considered desirable.

\

CHAPTER IV
THE WARTIME FOOD ADMINISTRATION OF THE STATE

Governmental Agencies as a Vehicle of Economic Intervention
Economic intervention of the state during the Second World War
was among the most important factors which guided the structural transformation of Canadian agriculture and maintained a continuous now of
wartime food exports to other Allied nations.

Through these six years,

the state gave direction to productive effort in agriculture both directly
by physical controls and indirectly by SUbsidy payments and price administration; it attempted as well to assure the distribution of available
Canadian food supplies among domestic and foreign consumers in the
interest of an effective prosecution of the war.

So vast an extension

in the scope of economic intervention was unprecedented in this country

for nearly two centuries.

Its very complexity required a substantial

delegation of virtually autonomous power to numerous subordinate governmental agencies, imposing on the state the formidable task of retaining
the over-all unity of purpose which was essential to the success of its
operations.
Beginning With the creation of the Wartime Prices and Trade Board
on September 3, 1939, a long series of specialized agencies was added to
the Administration through the war years in order to enable it to deal
more effectively with each new complex problem in food management as it
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By

the second half of the war, agencies of the state responsible

to four departments of the Federal Government were exercising wide
arbitrary powers over nearly every aspect of the Canadian agricultural
economy (see Fig. 2).

The huge governmental organization 'Which had

emerged by the end of 1943 was possible only because its various parts
had been significantly re-organized from time to time.

As the state

gained greater experience from its efforts of intervention during the
early part of the war, it rendered its individual administrative bodies
increasingly efficient by shifting the responsibility for their operation
from one department to another, or by enlarging, amalgamating and transferring among them their respective functions.

Additional agencies were

also created, either for the sale purpose of co-ordinating the activities
of the rest of the Administration, or to establish vital lines of contact
both between the state and the

pr~

producers, and between Canada and

the other states which undertook the task of international co-ordination.

The Production and Export of Canadian Food Products
It was primarily the responsibility of the Federal Department
of Agriculture to ensure the production of agricultural products in
amounts sufficient to meet the wartime needs of both Canadian consumers
and the foreign states with which Canada had contractual food obligations.!!

See F. Shefrin, "Administration of Wartime Agricultural Controls in
Canada", Economic Annalist, February, 1943, pp. 4-11; and ~dminis
tration of Canadian Wartime Agricultural Policies", Journal of Land
and Public Utility Economics, May, 1945, pp. 167-74; A. E. Richards,
(footnote
continued on page 100).
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In addition, this Department was called upon to bring about the actual
diversion of food stocks (except wheat) away from the domestic market
in volumes which were adequate to supply all of the requirements of the

Canadian armed forces, the international food contracts, and ultimately,
any other non-civilian users, both in and out of Canada, who might have
legitimate priorities over them.~ With a view to accomplishing these
ends, the Department not only distributed large sums of public moneys as
incentives to food production and exports -

supplementing them with a

substantial measure of administrative controls over marketing -- but it
watched continuously over the agricultural price structure as well.

When-

ever cost-price relationships within the agricultural economy appeared
to threaten the attainment of the food production and export objectives
-which the Department had set for itself, it sought to have appropriate

(footnote !I continued from page 98).
"The Agricultural Food Board tt, Economic ,Annalist, ,August, 1945,
pp. 51-54; and Department of Agriculture, Exports of Canadian Farm
Products, War and Post-War Developments, ottawa, 1949, passim.;
Agricultural Assistance, War and post-War, ott.awa, 1949, passr.;
and the annual Reports £f. ~ Agricult.ural Supplies Board, 19 0-46.

Y

This function was really a wartime development. Under ordinary
circumstances, the export of Canadian agricultural and industrial
products was primarily the responsibility of the Department of
Trade and Commerce, but for reasons of administrative simplicity
during wartime, the Department of Agriculture undertook to fulfill
the obligations of the state under the international food contracts.
Nevertheless, the Canadian Wheat Board under the Department of
Trade and Commerce was still responsible, particularly after it acquired a monopoly of the trade in October, 1943, for the wartime
marketing and export of wheat. Through its Export Permit Branch,
the Department also exercised ultimate control over the export of
a large number of food commodities, although exceptions were made
for those products of which the export was controlled by the Agricultural Supplies Board under the Department of Agriculture or the
various agencies of the 1¥artime Prices and Trade Board under the
Department of Finance.
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changes brought about in those relationships by making representations
to the Wartime Prices and Trade Board.

As rising food demands exerted

stronger pressures on the productive resources which were available in
agriculture, and the Department found that its duties became increasingly
difficult to perform, it was obliged to erilarge its subsidY:fl\YIIlents and
intensify its manipulations of the wholesale food markets.

Finally, in

order to make the most effective use of the powers which it possessed,
the Department of Agriculture also found it expedient to co-operate
closely, if informally, with the nine provincial governments, and with
three other departments of the Federal Government Trade and Commerce -

Finance, Labour and

all of 'Which had some major interest in the over-

all administration of Canadian food production and consumption.
That the principal wartime responsibility of the Department r.::£
Agriculture would be to supervise the production of adequate supplies r.::£
food for the domestic and foreign markets was at least implied in the
action taken by the Federal Government at the very outbreak of the war,
even though the full significance of this may not have been realized
until 1943.

In the preamble of the order-in-council which established

the Agricultural Supplies Committee under the jurisdiction of the Department on September 9, 1939, it was stated that:lV
• • • in view of the ~mediate necessity of mobilizing
the Canadian agricultural industry to facilitate maximum export of agricultural supplies to Great Britain
and her Allies, and to ensure that the agricultural resources of the Dominion shall be utilized to the best
advantage, it is essential that provision be made for
constructive direction of agricultural production and
for dealing with matters perta:ining to the purchase,
preparation, and conservation of agricultural products.

11

P.C. 2621, September 9, 1939.
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For these purposes, the Committee was given rather extensive regulative
power, in co-operation with the Wartime Prices and Trade Board, over the
distribution of feeds, seed, fertilizers and other materials used in the
production of agricultural products.

It also assumed the purely advisory

functions of formulating production plans which other federal and provincia! governmental agencies were free to carry out as they wished, and of
su1:mitting measures to the Wartime prices and Trade Board designed to
avoid the development of any cost-price relationship which might induce
an undesirable balance of agricultural products.

Among the first acts

of the Committee was to begin the payment of subsidies to the apple
producers of Nova Scotia and British Columbia who had lost a major part
of their export market, and to enable it to perform these and other duties
more effectively, the Government reconstituted it as the Agricultural
Supplies Board in March, 1940.!V 'When the Federal Government embarked
on its wartime feed grain policy in 1941, the Agricultural Supplies
Board undertook the major task of administering the transportation and
storage SUbsidy programme on coarse grains and feed wheat, while payment
of the subsidies authorized under the Wheat Acreage Reduction Plan was
made by another agency which the Department of Agriculture created for
that specific purpose.

(Table VIII on page 37 summarizes the wartime

subsidies paid by the Agricultural Supplies Board and by other agencies
of the state).

P.C. 948, March 6, 1940.
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While the Agricultural Supplies Board was charged with ensuring adequate food production, other agencies within the Department of
Agriculture were instrumental in the actual diversion of food products
into contractual export markets.

When the British Ministry of Food ex-

pressed the wish to have the terms of the Anglo-Canadian food agreements
carried out through single Canadian agencies, the Federal Government
established a series of commodity boards armed with extensive regulative
powers over the marketing, storage and prices of designated agricultural
products.

After the First Bacon Agreement was signed, the Bacon Board

was established in December, 1939, for the purpose of maintaining a continuous shipment of bacon and hams to the United Kingdom.

Si~larly,

di her

food agreements 'Were followed up by the creation of the Dairy Products
Board in May, 1940, and the Special Products Board in April, 1941. The
legal constitutions of these boards were almost identical, and the
follOWing excerpts from the enumeration of the powers vested in the Dair,y
Products Board bring out the important aspects mutatis mutandis of the
constitutions of all three:21
• • • to regulate the export of dairy products to the
United Kingdom pursuant to agreements made between
the Governments of Canada and the United Kingdom and
to that end to arrange with or require any manufacturer
or exporter to ship and deliver on board ship or railroad cars at Montreal, dairy products of the quantity
and quality specified in such arrangements or requirements for shipment to the United Kingdom Ministry of
Food;

21

This citation is from P.C. 2138, May 23, 1940, which established the
Dairy Products Board. The corresponding citations appear mutatis
mutandis for the Bacon Board and the Special Products Board respectively in P.C. 4016, December 13, 1939; andP.C. 2520, April 15, 1941.
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• • • to require any manufacturer or exporter to store
for future delivery to the United Kingdom Ministry of
Food such dairy products as the Board • • • determine
shall be necessary to satisfy future r€;quirements of
the aforesaid Ministry of Food under agreements with
the Government of Canada;
• • • to determine the price which shall be paid to
manufacturers or exporters for dairy products delivered in accordance with reqUirements of the Board;
• • • to require any manufacturer or exporter to give
priority to the delivery of dairy products to be delivered pursuant to a requirement of the Board;
• • • to fix minimum prices to be paid by manufacturers
and exporters for dairy products.
As early as 1941, the pressure of demand on the supplies of
certain food products beCBnle so

hea~

that the Government was obliged to

extend gradually the arbitrary powers of these commodity boards in order
to permit them to fulfill their obligations to the British Ministry of
Food.

By

1943, it had endowed them with the additional authority which

was necessary for them to regulate the slaughter of hogs for distribution
in the domestic market, to make the payment of special export subsidies
on cheese and eggs, and to determine wmeans through which all shell
eggs in Canada could be processed; in June of that year, the Bacon Board
was reconstituted as the Meat Board so that it could assume the same
degree of responsibility for the regulation of the Canadian cattle industry
as it already possessed for the marketing and export of hogs and bacon.~
During the first half of the war, the Agricultural Supplies
Board and these three commodity boards were the principal means by which

§I

The orders-in-council covering these powers were, respectively,
P.C. 2978, May 5, 1941; P.C. 143, January 10, 1941; P.C. 9588,
December 16, 1941; P.C. 9138, october 6, 1942; and P.C. 4187,
June 3, 1943.
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the Department of Agriculture fulfilled the general functions of supervising agricultural production and acquiring adequate food supplies to
meet its overseas commitments for
vegetables.

1ivesto~

dairy products, fruits and

However, the Department did not enjoy complete and undivided

authority in matters of the production of these foods, since, in effect,
the Wartime Prices and Trade Board was able to direct the production of
most of the dairy products by making SUbsidy payments to the producers
through the crown-owned Commodity Prices Stabilization Corporation.lI
The only apparent justification for the Board's carrying out this activity
-- which ought perhaps more logically to have been performed from the
outset by the Depa.rtment of Agriculture -

was that the volumes of pro-

duction of milk, cheese and butter were important in the regulation of
the domestic prices and distribution of these products, which was a function of the Board.
It was not until the early part of 1943 that the Government
clearly delimited the respective responsibilities of the Department of
Agricu1ture and the 'Wartime Prices and Trade Board with regard to the
duction and consumption of Canadian food products.

p:' 0-

The immediate cause

of this re-definition of departmental functions was an agreement between
the Ministers of Finance and Agriculture in February, 1943, which called
for the assumption by the latter of additional functions relative to the
supply and distribution of certain dairy products, fruits and vegetables.

11

The Commodity Prices Stabilization Corporation was a subsidiary of
the Foods Administration of the Wartime Prices and Trade Board,
which was ultimately responsible to the Cabinet through the Minister,
of Finance (see n. ~on page 111).
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In summing up this new relationship which would somewhat eliminate the
previous tendency toward overlapping authorities between itself and the
Department of Agriculture, the Board stated in its 1943 Report:!!!
In respect to agricultural products, the Department of Agriculture •• • now has responsibility for
ensuring adequate production of these commodities, for
the diversion of them to the armed forces and other
priority users, and for presenting to Council recommendations for subsidies to be paid to prim~ producers.
The Wartime Prices and Trade Board is charged with the
duty of estimating and defining the over-all domestic
needs for food, these estimates being prepared and from
time to time revised in consultation with other Departments or agencies concerned. The Board is responsible
for food imports, for distribution to retailers and to
ultimate civilian consumers, and for all consumer rationing, and has final responsibility in all matters of price.
Accordingly, in order that the Department might now assume total resp0llsibility for the sufficiency of Canadian food production and exports,
the Agricultural Food Board was established by order-in-council on
March 1, 1943, and vested with powers and duties which were wider in
scope than those of any other administrative body yet created in Canada
for these purposes.21
The Agricultural Food Board was called upon to co-operate both
with the Agricultural Supplies Board in developing appropriate food pro-

duction policies for the Department of Agriculture, and with the Wartime
Prices and Trade Board in determining the levels of agricultural sUbsidy
payments which would be most appropriate within the existing price
structure for attaining desirable food production objectives.

~

21

In addit-

Wartime Prices and Trade Board, Annual Report, (ottawa, King's
Printer), 1943, p. 16.

P.o. 1563,

March 1, 1943.
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ion to this policy-making function, it was the duty of the Board to coordinate the activities of all of the existing wartime commodity boards
in the Department of Agriculture.

The Agricultural Food Board was there-

fore ultimately responsible not only for maintaining adequate food
supplies in Canada, but for diverting enough of them away from the
domestic market to meet all contractual, military and other priority requirements.

And finally, in the capacity of a liaison agency between

the Department of Agriculture and the

I),pr.±ces.:idiv~i-on'or;~ the

~

Agricult-

ural Food Board kept the latter continuously informed of any developments
which were likely to affect the nation's prospective food supply.
Immediately upon its establishment in March, 1943, one of the
first actions to be taken by the Board was to devote its attention to the
development of a new subsidy programme which was designed to increase
dairy production.

When it presented its recommendations to the Cabinet

a month later, it was authorized to continue in revised form the subsidy
payments which had formerly been made by the Commodity Prices Stabiliza.tion
Corporation on butterfat, fluid milk and concentrated milk products.

In

September, 1943, the Board increased these dairy subsidies, and included
cheddar cheese in the group of beneficiaries.!2I

In the same year, the

Board also began a programme of financial assistance for the processing
of certain fruits and vegetables for export.
When the Federal Government set about in 1943 to enlarge the
responsibilities of the Department of Agriculture, and to define more
clearly its functions, it adopted additional and rather informal measures

!21

P.O. 2709, April 2, 1943;

and

p.e.

7lh2, September 9, 1943.

\

- 108 -

designed to assist the Department in fulfilling those functions.

In

order to provide the agencies of the state with a means of more intimate
contact with the representatives of primary producers than had previously
been possible, an Agricultural Advisory Committee was created in February,

1943.!!/ This committee was composed of one producer~ember from each
of the provinces, and of three additional representatives of the Canadian
Federation of AgriCUlture, whose president became chairman of the Committee.
In addition to the activities of this advisory Committee, the DepartmeIt.
of Agriculture attempted to bring about a measure of national co-ordination in the activities of the state and the producers through a series
of annual conferences which were attended by representatives of the
federal and provincial departments of agriculture, other governmental
agencies interested in the production or consUmption of food, the Canadian Federation of Agriculture and the farm press.

Beginning in December,

1942, these Dominion-provincial conferences established both detailed
and aggregate production objectives for Canadian agriculture for one
year in advance, based on the studied proposals of the Food Requirements
and Productive Capacity Committee.~ Although the actual production
of many farm products in 1943 and subsequent war years occasionally exceeded -

or, as was more usually the case -

fell somewhat short of

the objectives 'Which had been set, the conferences at least provided

!!/ P. C. 1562, R-ebruary 26, 1943.
12/ The Food Requirements and Productive Capacity Committee, established
in October, 1942, was composed of representatives of the Agricultural Supplies Board, the Department of Trade and Commerce, the Wartime Prices and Trade Board, the Post-War Reconstruction Committee,
and the Agricultural Sub-Committee of the Joint Economic Committees
of the United states and Canada.
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the federal and provincial agencies of the state with some broad
measure of the adequacy of their individual efforts.

Domestic Food Distribution and Fj)gd Price Administration
While the Department of Agriculture was principally responsible
for ensuring the adequate wartime production and eJq>ort of Canadian
agricultural products, it

was

bound to carry out that responsibility

wi thin the existing price structure.

The function of maintaining suffic-

ient food supplies inside Canada to meet the needs of the domestic
market, and of distributing those supplies with equity among Canadian
civilians at reasonable prices, devolved largely upon the Department of
Finance through the Foods Administration of the Wartime Prices and Trade

Board.~ In the performance of these duties, the Foods Administration
was called upon specifically to determine civilian food requirements, to
control agricultural imports, to direct by consumer rationing and other
forms of commodity allocation the distribution of food in the domestic
market, and, ultimately, to supervise and protect the ceilings established
on food prices from time to time by the Wartime Prices and Trade Board.

W

Originally, P.C. 2516, September 3, 1939, established the Wartime
Prices and Trade Board under the jurisdiction of the Department
of Labour, but two years later, responsibility for the operations
of the Board was transferred to the Department of Finance by P.C.
6332, August 14, 1941. See Wartime Prices and Trade Board, Annual
Reports, (ottawa, King's Printer, 1943-1946); and see also F.
Shefrin, "Administration of Canadian Wartime Agricultural Policies",
~ cit., pp. 114-76.
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To these ends, the Foods Administration was responsible for co-operating
with other governmental bodies which exercised administrative control
over many aspects of the production, marketing, distribution and export
of Canadian food products.

Notable among the agencies outside the

Department of Finance which performed some part of the functions which
had been granted in blanket form to the Wart:L.'1le Prices and Trade Board,
were the Agricultural Food Board and the three export

commodi, ty

boards

under the Department of Agriculture, the Canadian Wheat Board under the
Department of Trade and Commerce, and the various Milk Control Boards
which most of the provincial governments had established in the years
prior to the outbreak of the war.

Finally, under the joint authority

a:

the Wartime Prices and Trade Board and the Agricultural Supplies Board,
a number of specialized administrators controlled the prices and distribution of feeds, seed, fertilizers, pesticides, fungicides and other
supplies which were vital to the production of agricultural products.
vihen a state of relatively full employment was reached in
Canada in 1941, and agricultural products were increasingly diverted to
military uses and the export markets, the Wartime Prices and Trade Board
began to encounter serious problems in fulfilling its functions of supervision over the domestic distribution of food.

One of the important

means by which the Board attempted to maintain adequate food supplies for
Canadian civilian consumption -- and hold rising food price levels in
check at the same time -- was to make direct subsidy payments both to
the primary producers and to food importers and distributors.

After

general price ceilings were imposed on almost all Canadian goods and

- lll-

services in December, 1941, it became evident that the Board could not
avoid the adoption of a large scale sUbsidy programme for foods.

Con-

sequently, on recommendation from the Board, the Cabinet established the
Commodity Prices Stabilization Corporation, Ltd., as a wholly

cro~wned

subsidiary of the Wartime Prices and Trade Board, and granted it sufficient authority to carry out the needed subsidy programme as well as
certain other commercial operations which the Board might subsequently
find expedient to undertake.!!Y Between December, 1941, and April, 1943,
the Corporation attempted to maintain a balance in the supplies of the
various dairy products by inaugurating and manipulating subsidy payments
on the delivery of butterfat and on the manufacture of fluid milk and
concentrated milk products.

Through this period, the Department of

Agriculture was charged ostensibly with the responsibility of supervising
Canadian food production, and its several agencies actually possessed
sufficient power among them to administer a vast SUbsidy programme which
was designed to channel the efforts of the nation's agricultural resources
Yet, the Prices Board through
along lines which the Department deemed appropriate.i the Commodity
Price Stabilization Corporation undertook to influence the allocation of
resources in the dairy industry during seventeen months of the war.

This

inconsistency was not finally rectified until March, 1943, when the
respective functions of the Corporation and the Department of Agriculture
were clarified and the Agricultural Food Board was established to strengthen
the authority of the latter.

~. p.e. 9870, December 17, 1941. The powers of the Corporation were
further extended by P.C. 5863, July 7, 1942, to include not only
subsidy payments, but also, under spe cllied conditions, the purchase, exchange, sale, disposal, storage and transport of arrygoods, wares or merchandise.
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When an acute shortage of beef occurred in the domestic market
early in 1942, the Wartime Prices and Trade Board was called upon to
deal with one of the most difficult forms of food price administration
that it encountered during the war.

Attractive meat prices in the United

States were diverting substantial numbers of Canadian cattle from the
domestic to the export market, and the situation was further aggravated

nature

by the seasonaL::)/.

of marketings and by the large purchases of cattle

by the armed forces through wholesale channels, which were not subject
to price control.

In order to protect both the supply of meat for civilian

consumers and the retail price ceilings set on beef, the Government was
urged to create another subsidiary crown corporation equipped with
special arbitrary powers appropriate to the current needs of the Wartime
Prices and Trade Board.

Accordingly, in May, 1942, an order-in-council

established the Wartime Food Corporation, Toronto,Ltd., with sufficient
authority to require the licensing of all cattle exports from Canada,
and

?:21
• • • from time to time, as autlmtr.i.zed and directed by
the 'Wartime Prices and Trade Board, [til take such
action as may be deemed advi$able to divert export
cattle at export prices to domestic consumption and to
support domestic cattle prices at appropriate levels
according to the season of the year, if and so long as
the export quota under the United states Trade Agreement for any quarter remains unfilled.

In effect, the principal function of the Wartime Food Corporation, with
respect to Canadian-produced foods at least, was to supplement the oper-

?:21

P.C. 4269, May 20, 1942. Later the Corporation was named the sole
exporter of Canadian cattle by P.C. 8421, September 25, 1942, and
finally, under P.O. 624, February 1, 1944, its legal powers were
extended so as to render them equal to all those already possessed
by the Commodity Prices Stabilization Corporation.
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ations of the Commodity Prices Stabilization Corporation by trading in
certain food commodities which were in conspicuously short supply, either
seasonally or regionally.~ The Wartime Prices and Trade Board fully
anticipated that these activities of the Corporation would result in
trading losses, and regarded this purely as a necessary means of implementing its over-all food policies.

The Corporation dealt similarly with

seasonal shortages of potatoes in 1942, and with the inter-provincial
movement of most fresh fruits and vegetables from the autumn of 1943 until
the end of the war.

The Allocation of Human Resources in Agriculture
Among the major problems which the state had to face in its
endeavours to direct the wartime production of Canadian food was a growing shortage of human productive resources in agriculture.!1I The
depressed economic conditions which prevailed in Canada during the nineteen-thirties had temporarily reversed the long-run population trend from
rural to urban centres, but the declaration of war checked this "back-tothe-farm" movement. After 1939, large numbers of farm workers left the
farm either to join the armed forces or to accept employment in the expanding secondary and tertiary industries.

By the spring of 1941, full

~ In addition to the function here discussed, the Corporation dealt

to some extent in foreign foods, employing the techniques of import
controls and subsidies to accomplish its purposes.

!11

See G.V. Haythorn, "Agricultural Manpower lt , C.J.E.P.S., Vol. 9,
No.3, August, 1943, pp. 366-83; and F. Sherrin, "Farm Labour:
Wartime Policies u , Economic Annalist, February, 1947, pp. 16-21.
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1942, acute scarcities of manpower already threatened to retard any
further increases in Canadian food production.

During the first two

years of the war, it was the responsibility of the several provincial
departments of agriculture to direct the placement and movement of farm
labour, and not until 1941 did the Federal Government asswne over-all
control of the national farm labour force under an agreement with the.
provincial governments.

Thereupon, as higher wartime demand for almost

every kind of goods and services exerted increasing pressure on the
available supplies of manpower, the state began to extend its regulative
activities in order to achieve the most rational possible allocation of
human productive resources among Canadian industries.

To this end, the

National Selective Service Regulations were enacted by order-in-council
on March 21, 1942, and the full responsibility for their implementation
was undertaken by the Federal Department of Labour. 18/
Implicit in the terms of the Regulations was the state'5 intention to avoid any further deterioration in the human food-producing
resources of the nation, by making use of its new agency -- the National
Selective Service -- to stabilize the existing farm labour force, distribute it more effectively within agriculture, and supplement it with
occasional non-farm workers.

The first of the orders-in-council dealing

with farm labour required that any male person employed in agriculture

yy r,c,
with
P.c.

2250, March 21, 1942. The Regulations were further extended
respect to agricultural labour by p.e. 2251, March 21, 1942;
7595, August 26, 1942; P.G. 246, January 19, 1943; and P.C.
1355, March 4, 1944.
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obtain a release from Selective Service; the only exception which it
allowed from this rule were voluntary enlistments in the armed forces,
compulsory military training under the National War Services Regulations
of 1940, and temporary seasonal employment in other primary industries.
This order-in-council further provided for the stabilizct ion of the farm
labour force by granting a postponement of military obligations to anyone who could prove the essential nature of his work in agriculture;
for this purpose, Selective Service classified all the agricultural
industries into a system of priorities to serve as a criterion by which
it might jUdge the degree of essentiality of any given farm occupation.
In addition, these priorities furnished Selective Service with a rational
basis for the allocation of available workers among all their competing
uses.

In the broadest classification of agricultural occupations, for

example, the claims made by the livestock and dairy industries on the
nation's labour resources enjoyed by ani large higher priorities than
those which came from the grain, fruit or vegetable producing industries.
Ultimately, Selective Service attempted to supplement the existing supply
of farm labour by enlisting the occasional services of urban dwellers,
armed service personnel, conscientious objectors and other persons who
for various reasons were available for such duties.
Perhaps the most troublesome aspect of the wartime adminisnature
tration of agricultural labour was the seasonaL'l" of farm production.
At the same time as the state was making continuous efforts to bring
about rising levels of food production, scarcely any floating labour
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force -

essential to the effective operation of industries which produce

by seasons -

remained in the economy. Consequently, seasonal labour

shortages were an ever-present threat to the attainment of Canadian food
production objectives, and this was particularly evident in the grain and
dairy sectors of the

econo~.

In an effort to relieve these structural

pressures on production levels, the Department of Labour worked in conjunction with provincial authorities to assist financially the interprovincial movement of farm workers during short periods of heavy output;
it also co-operated with corresponding agencies in the United states to
facilitate seasonal migrations of labour and equipment between the two
countries, notably in the wheat, potato and tobacco industries.

The Co-ordination of National and International Food Policies

By the end of 1941, the surpluses of food products and manpower which had plagued Canadian agriculture throughout the depression
decade and for nearly two years of the war period no longer existed.

In

their place, the year 1942 brought heavily increased wartime demands
for Canadian foods, the effects of which were manifested both in the
growing shortages of food products and farm labour in Canada, and in the
increasing difficulty with Which the agencies of the state fulfilled
their functions of channelling agricultural resources.

It was evident

to the Federal GOvernment that i f agriculture was to be organized and
directed most effectively for the prosecution of the war, the activities
of the various departments, boards and committees within the state should
be co-ordinated by some more ultim.ate agency than they, which could

-117 reconcile their respective and occasionally inconsistent responsibilities.
Under the provisions of the Wartime Measures Act of 1914, final authority
for most of the actions of the state on the federal level emanated in
the form of orders-in-eouncil from the Federal Cabinet.

However, the

task of watching over any but the most important of these actions was
beyond the capacity of the Cabinet or of any other single body.

Accord-

ingly, in October, 1942, in order to effect some measure of over-all
co--ordination in the federal food administration, the Food ReqUirements
Committee was established as an inter-departmental body responsible to
the Cabinet, and composed of representatives of the Departments of Agriculture, External Affairs, Finance, Fisheries and Trade and Commerce,
and of the Vlartime Prices and Trade Board.
Broadly speaking, the Food Requirements Committee was concerned
with "all major questions of policy connected with food production and
supply in Canada and with the supply of Canadian foodstuffs to other
nations tt • 19/ This meant that any of the activities of the state with
respect to the production, marketing, distribution, import and export
of food products might be considered by the Committee in relation either
to each other or to the food policies of any of the Allied nations.

It

was the Conunittee's responsibility to deal ldth all food matters which
the Federal Cabinet or any department or subordinate governmental agency
might wish to refer to it; when it had taken domestic price ceilings,

!2f

P.C. 9692, October 12, 1942, The Department of Pensions and National
Health was later given representation on the Committee. The functions
of the Committee were re-defined and extended by P.C. 4892, July 4,
1944, so that it could deal more adequately with the special problems of relief and rehabilitation. See also F. Shefrin, etAdministration of Canadian Wartime Agricultural Policies"" op. cit.,
pp. 177-79.
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export commitments and the civilian and military food supply into
account, it then submitted its findings to the appropriate agencies as
policy guides to their activities.

Finally, the Committee was called

upon to serve as an official link between the Canadian state and the
Combined Food Board of the United Kingdom and the United states.

To this

end, it was empowered to supervise the preparation of relevant information
from any source on Canadian food production and the nation's potential
productive capacity, and to make that information available to the
Combined Food Board and other international co-ordinating agencies such
as the Joint Economic Committee of the United states and Canada.. As
the war progressed the activities of the Food Requirements Committee became increasingly important -- particularly after Canada joined the
Combined Food Board on October 29, 1943 -- and they were ultimately
extended to include the consideration of relationships between Canadian
food production and the relief and rehabilitation of other Allied nations
as each was liberated.
The Combined Food Board itself was established by the United
Kingdom and the United states -

and later joined by Canada -

for the

, purpose of making recormnendations to the member-governments on appropriate
allocation among them of scarce foodstuffs and supplies used in the
production of food products•.,g,Q/ The Board was designed to promote the
common purpose of these three states by achieving a measure of co-ordination of their activities in matters of food production and consumption•

.,g,Q/ See G.R. Patterson, "The Combined Food Board", C.S.T.A. Review,
March, 1944, pp. 9-12.
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A number of specialized committees, representative of the co-operating
states, studied available data on the collective needs, production and
stocks of food in these states for the commodities which were their
specific responsibility; they then reported their recormnendations to
the Board for co-ordination with the findings of other committees.

By

this means, each state acquired information on the over-all food situation, which was valuable to it in the formulation of its own national
food policies.

Summary
The striking proliferation of the techniques of economic intervention which were employed by the state during the Second World War
brought about an unprecedented expansion both in the over-all size of
the Public Administration of Canada" and in the number of semi-autonomous
governmental agencies which were contained within it.

The effective

prosecution of the war called for large efforts on the part of the state
to co-ordinate the activities of its separate parts in such a way as to
maintain their essential unity of purpose.

To this end, the organization

of the various agencies which comprised the wartime food administration
of the Federal Government -

departments, boards, committees, adminis-

trators and crown corporations -

was SUbject to constant revision.

From time to time, responsibilities and functions had to be revised, enlarged and amalgamated, and ultimately, they were co-ordinated by the
War Cabinet Committee vlith the assistance of inter-departmental and

in~r

national bodies which made policies concerning the Canadian and Allied
food supplies.

- 120 -

The Federal Department of Agriculture was responsible for
ensuring sufficient agricultural production in Canada to meet the
food requirements of the Canadian people as well as those of other
Allied nations which the state had undertaken to supply.

The Department

of Agriculture had the additional responsibility of effecting the actual
diversion away from the domestic market of all foodstuffs (except wheat)
which were necessary for the fulfilment of this country's obligations
to its armed forces, to its contractual export markets, and to any
other person, body or state possessing recognized priorities on Canadian
food stocks.

The Department of Trade and Commerce acted through the

Wheat Board to carry out Canadian wheat transactions both at home and
abroad.
The function of maintaining sufficient supplies of food for
civilian consumers in Canada, and of distributing those supplies at
reasonable prices, devolved largely upon the Department of Finance
through the Foods Administration of the Wartime Prices and Trade Board
and its subsidiary trading companies.

These agencies therefore adminis-

tered wartime price ceilings, food distribution within Canada and
civilian connnodity rationing, and had extensive control over the importation of foreign foods.

Finally, the allocation of an increasingly

short supply of farm labour was administered by the Agricultural Division
of the National Selective Service which was responsible to the Cabinet
through the Minister of Labour.

CHAPTER V

THE TEMPORARY AND LONG-RUN IMPACT OF THE WAR ON CANADIAN AGRICULTURE

Agriculture in the Context of Two World Wars
The structural re-organization which Canadian agriculture underwent from 1940 to 1945 in order to supply food to the Allied nations
-

during the Second WarLd War differed fundamentally from the adjustment to
wartime conditions which it was required to make from 1914 to 1918)::1
For Canada, the first decade of the twentieth century had been a period
of rapid expansion of wheat production in response to ever-increasing
European demands for cereal products, and the economic conditions surrounding the First Vvorld War tended to accentuate the movement of wheat from
this country to its Allies in Europe.

In consequence, the pre-war trend

toward increased grain production was continued after 1914.

Table XVIII

(below) shows how the land area devoted to wheat production was extended
by some 75 per cent during the war from a level of 10 million acres in
1911-l2 to nearly 17l million acres in 1918, and similar increases in the
production of' oats, hay and clover are also indicated.

Y

At the same time,

See discussions by H.S. Patton, ItThe War and North American Agriculture", C.J.E.P.S., Vol. 7, No.3, August, 19LJ., pp. 382-96;
V.C. Fowlee, "Economic Effects of the War on the Prairie Economytt,
ibid., Vol. 11, No.3, August, 1945, pp. 373-76; A.E. Richards,
uCanadats Contribution to the Food Supply of the United Nations",
Canadian GeOgraphical Journal, Vol. XXXI, No.1, July, 1945, pp.
51-53; and C.V. Parker, I1Farm Prices in Wartimelt , CeSeT.A. Review,
June, 1942, pp. 11-13.
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TABLE XVIII - ACREAGES SOWN TO CERTAIN FIELD CROPS DURING SELECTED YEARS
IN CANADA: 1911-1946
(thousands of acres)
First World War

Pre-War AVerage
Mid-War Year
Final 1Var Year
Pos~War Average

Years

Wheat

Oats

Hay & Clover

1911-12
1916
1918
19l.9-22

10,066
1,,370
17,354
20,760

9,219
10,996
14,790
l5,573

7,769
7,821
10,545
10,400

Years

Wheat

Oats

Hay & Clover

13,116
15,704
14,,393
1l,428

8,766
9,816
10,219
9,834

Second World War

Pre-War Average
Mid-War Year
Final War Year
Post-War Average
Source:

1936-38
1943
1945
1946-49

25,702
16,850
.23,4J.4
25,034

Adapted from the Canada

~

Book, various years.

while the wartime production of livestock and dairy products was accelerated -- particularly after 1917 -- under the pressure of increased
domestic consumption, overseas demands for Canadian food products centred
overwhelmingly on grains.

The relatively large wartime increase in oat

acreages probably reflected the higher requirements of the Canadian horse
popul.ation used in wheat production more than new pressures from the
livestock and dairy industries.
Through the First World War, the factors of production in
agriculture were adequately directed into desirable channels by the free
movement of the price system, and any extensive regulation by the state
was considered unnecessary.

The relative transfer of resources away from

animal products and into field crops came about largely in response to
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natural price incentives and guaranteed markets.

During the war, the

high wheat prices Which had prevailed in the preceding decade again rose
by substantial margins after 1916, and the prices of oats, barley and
flax more than doubled from 1914 to 1918. Meanwhile the prices of most
livestock and dairy products actually declined slightly in 1915, and did
not attain levels commensurate with grain price increases until close to
the end of the war.
In the immediate post-war period, field crop acreages continued
to expand for three years, and all-time records were set in 1921 when
wheat occupied 231- million acres of Canadian farm land, oats 17 million
acres, and hay and clover some 10

3/4 million acres. After that year,

the acreages devoted to most of the field crops declined slightly -- in
the case of oats it was a drastic fall -- only to begin another period
of expansion in the later nineteen-twenties in response to renewed postwar demands.

In addition, the decade which followed the war also brought

a large expansion in dairy production, particularly butter, and the same
was also true to a lesser extent of the cattle and hog industries after
~...r'

a short post-war slump from 1919 into the early nineteen-twenties. With
respect to the Canadian agricultural economy as a whole, it would seem
apparent that the adverse after-effects of the First World War were manifested not so much in terms of forced curtailments of production -

even

in spite of the tremendous expansion of field crop acreages which the
high demands of wartime had induced -

as in terms of the serious price

and income dislocations which occurred when the inflated Canadian price
structure SUddenly collapsed in 1920.
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The depressed economic conditions which prevailed in the
agricultural economy during the decade before the Second World War, on
the other hand, contrasted sharply with the rising levels of production,
prices and incomes which Canada's primary industries had enjoyed during
the first decade of the twentieth century.

Among the most significant

differences between the two pre-war periods was the fact that for more
than a . decade before 1914 expanding domestic and export markets had
eagerly absorbed at rising prices all the food products which Canadian
agriculture could produce, while throughout the years preceding 1939
Canadian producers were unable to find strong enough demands either at
home or abroad to take their total food production except at very low
prices.
When it became clear some months after the outbreak of the
Second World War that Allied food demands would call for a large increase
of Canadian livestock and dairy production, and that an expansion in
wheat exports was bound to be more limited, the agricultural economy'
necessarily reacted to the new circumstances in a different manner than
it had done when the First World War broke out in 1914. ~ The crux of the
agricultural problem during the nineteen-forties 'Wheat at least -

with respect to

was not really the sudden wart:iJn.e curtailment of wheat

exports to Continental Europe.

Although the United Kingdom remained

for three years after 1940 the sole market of consequence for Canadian
grain outside of North·America, Canada was able to maintain relatively
high wartime levels of wheat exports.

In fact, during the three years

1943 to 1945, Canadian wheat exports alone exceeded the total productiolll
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of wheat for the combined domestic and export markets during six 0:£ the
ten depression years, and during any of the First World War years
except 1915. Rather than being primarily a problem of curtailed exports,
the real wartime wheat dilemma was based in a series 0:£ unusually high
whea.t yields which began in 1939, together with all-time record wheat
acreages in 1939 and 1940.

Because these two factors substantially

increased Canadian wheat supplies, the nation's storage facilities were
glutted; since no new external markets could be reached to rid the country
of its additional surpluses, an immediate drastic curtailment of wheat
acreage seemed imperative.

Table XVIII (above) shows the striking

differences in the pattern of field crop production during the two periods

1911-1922 and 1936-1949. Although the structure of Canadian agriculture
was severely strained by the reduction of wheat lands to 16 3/4 million
acres in 1943, this still surpassed all of the record wheat acreages which
had been attained during the First World War except in 1918.

At the

same time, the acreages which were devoted to coarse grains and other
field crops basic to the production of livestock and dairy products were
generally larger from 1939 to 1945 than they had been during the preceding war.
Allied demands for Canadian food products during the Second
World War necessitated a relati. vely small expansion in wheat exports and
a very much larger expansion in the production of livestock and dairy
products.

Primary emphasis was placed on manpower and to a lesser extent

on machinery and sources of power other than human. The land and fixed
capital already existing in Canadian agriculture in 1939 were generally
quite sufficient to support a large-scale expansion of production along
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the lines required by the Allied nations.

In contrast to the expansion

of seeded acreages which had been induced in the agricultural economy
by the exigencies of the war of 1914-18, Canada's capacity to produce
food expanded from 1939 to 1945 largely as a result of the more intensive
use of an increasingly restricted labour force, together with some small
additions to its stock of farm machinery and power facilities.

Again,

in direct contrast to the developments in Canada during the First World

War, the state found it necessary during the Second World War to guide
the wartime production and consumption of Canadian food not only by the
administration of commodity prices, but by means of a vast extension of
other kinds of activities -

physical controls, production subsidies and

international food contracts.
Since the economic context in which Canadian agriculture found
itself during the First World War differed in so pronounced a way from
conditions which prevailed from 1939 to 1945, it could not reasonably be
expected that the history of post-war readjustments during the nineteentwenties would offer more than co-incidental clues to the appropriate
solution of the problems of post-war readjustment in the nineteen-forties
and -fifties.

Not only were the demand-supply conditions in the decades

which preceded the two wars the virtual antitheses of each other, but the
Allied food requirements during the war periods themselves placed a
different emphasis on Canadian animal products.
respecting the moral right -

The climate of opinion

and, indeed, the moral obligation -

of the

state to interfere in the economic life of the individual had by 1945
undergone marked changes from its position in 1918. Finally, a quarter-
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century of strife from 1918 to 1945 had brought about significant modifications in the relationships of

international exchange and debt, and

in the relative bargaining powers of the world's chief trading nations.

The Short-Run Effects on Canadian Food Production and Exports
Despite the existence of huge unmarketable stocks of wheat, the
heavy cQncentrationof wartime demands on the livestock and dairy industries,
and the arbitrary guidance of food production and consumption patterns
by the state, there was strong evidence even by 1945 that the total impact
which these unusual wartime conditions had exerted on Canadian agriculture
would be scarcely more than a temporary modification of its basic structure.
By

the time that it had emerged into the early post-war period, the

agricultural economy of Canada was again fOllowing practically the same
general patterns of production, by products and by geographical regions,
as it had followed during the pre-war decade of the nineteen-thirties.
The fact that food production was maintained at higher levels both during
and after the war than had prevailed in the pr-e-war decade was of little
consequence in these fundamental relationships, since all the principal
sectors of the agricUltural economy -

wheat, coarse grains, livestock

and dairy products -- shared in the benefits of buoyant post-war demands.
(An outline of the basic structure of Canadian agriculture is given in
Tables IX (page 38), X (page

44) and

XI (page

5J.J, 1Vhich show production

trends for ten major products from 1936 through the war and post-war
periods).
In general, an expansion of the agricultural economy is more

- 128 easily brought about than a contraction of field crops -

particularly in the production

because of the relatively high percentage of fixed

expenditures in the agricultural cost structure.

Since the most diffi-

cult adjustment which agriculture had to make to wartime conditions was
a drastic

dOl~d

revision of wheat production, it might have been

expected that the wheat industry above all other sectors of the economy
would tend to show some lasting effects from the war when the post-war
readjustment became necessary.

Yet, Canadian wheat acreages rose

steadily from a wartime low of 16

3/4 million

acres in 1943 to a post-

war high of 27i million acres in 1949, an all-time record except for
the 28 3/4 million acres which were seeded to wheat in 1940. At the
same time, the yields of wheat per seeded acre in the latter half of the
nineteen-forties were generally higher than they had been during most
of the depression years, and in the early nineteen-fifties they have
assumed record proportions.

Moreover, while the land areas devoted to

coarse grains and grasses declined somewhat after the end of the war, they
were still maintained throughout the post-war period at levels which
surpassed those of the depression

Y

decade.~

A substantial drop in oat acreages occurred after 1945, while
barley acreages remained well above all records previous to 1942.
Since the middle of the nineteen-forties, the importance of barley
as a high quality feed for livestock has received greater recognition, and there has consequently been a tendency for barley to
replace oats as the second cash grain crop in Canada. The sharp
post-war decline in the production of oats was more the result of
a basic technological change than an after-effect of the war, and
7
affected the over-all tendency to maintain
has not
coarse grain acreages.
!

1
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While wartime conditions forced a difficult contraction of the
wheat economy, their greatest influence toward an expansion in agricultural production occurred in the livestock industry, particularly in hogs
and eggs.

The production of these two products attained all-time

records in 1944 and 1945 respectively, and again, it was anticipated
that the new wartime stimuli might be at least partially manifested in
post-war production trends.

In spite of the commercial marketing of

nearly 9 million hogs in 1944, however, hog production had fallen to
approximately one half of this figure by 1949, when less than
head were marketed in Canada.

The data in Table X on page

4t million

44 indicate

that although the post-war production of hogs was maintained well above
the levels which had ever been reached previous to 1941, this could
hardly be attributed to wartime factors except indirectly through the
high levels of post-war demand which were madrrbafned within Canada
itself.l! On the other hand, egg production passed through only a short
post-war slump, and then rose in 1947 and 1948 to levels which surpassed
even the wartime record set in 1945. In spite of an apparent post-war
resurgence of egg production, however, the demand for Canadian eggs
fell so drastically in 1949 and the early nineteen-fifties that the
state intervened with a new price support programme for eggs.1Y'
The greatest part of the wartime increase in beef cattle production occurred very much nearer the end of the war than was the case

1/

Canadian exports of pork fell drastically from 718 million pounds
in 1944 to a post-war trickle of 78 million pounds in 1949, the
lowest since 1932.

!!I

The termination of the large wartime egg agreements with the United
Kingdom in 1949 was significant in the contracting aggregate demand
for Canadian eggs.
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with hogs and eggs, and it was not therefore surprising that the postwar readjustment of the Canadian cattle industry should differ significantly from the trends which prevailed in post-war hog production.

Through-

out the latter half of the nineteen-forties, except for a sharp drop in

1947, commercial marketings of cattle generally remained at or very near
their 1945 level of approximately 2 million head.

This apparently meant

that as a direct result of wartime conditions, the cattle industry had atta&ned(~adfleaJlle/;ot';,;outputewhich

was about twice as large as it had been

either in the nineteen-twenties or during most of the nineteen-thirties.
High post-war levels of domestic demand for meat products were in part
responsible for the spectacular volume of cattle marketings which was
maintained to the end of the nineteen-forties and into the nineteen-fifties.
A.n even more important factor, however, was the fact that when wartime
controls were removed from beef prices and cattle exports, high price
incentives and the existence of markets in the United states which were
eager to absorb Canadian cattle together induced a large relative diversion of resources into the cattle industry from other sectors of the
agricultural economy. This state of imbalance between cattle production
and other parts of the livestock industry was not long-lived, eSPecially
since the Canadian price mechanism was again virtually free after October,

1949, to function as a resource allocator. The extremely high beef" prices
-which prevailed in 1950 were beginning to force a substitution of pork:
for beef in the diets of Canadian consumers, and the sbsequent downward
revision of cattle production coincided with a new expansion in hog production.
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It does not appear, then, even in the case of cattle, that the
ultimate effect of abnormal wartime demands on the structure of the
Canadian livestock industry was more significant than to create a protracted
period of post-war readjustment.

It is true that total livestock pro-

duction was higher during the post-war period than it had been in the
nineteen-thirties, but this was induced primarily by higher levels of
domestic demand.

It is strongly suggested that by the nineteen-fifties,

the changing post-war relationships among particular livestock products
which resulted from the contraction of wartime British markets for pork
and eggs and the re-establishment of pre-war American markets for cattle,
SUbstantially restored Canadian livestock production to its structure c:£
the nineteen-thirties.
The sector of the Canadian agricultural economy which was perhaps the least affected by the pressure of wartime conditions was the
dairy industry.

The data in Tables III (page 9) and XI (page 51) indicate

that during the pre-war period the total production of whole milk
followed an almost unbroken trend upward from an annual average of 13
billion pounds in the years 1926 to 1929 to a level of almost 16 billion
pounds in 1939.21 Then, under the stimulus of wartime demand, the prewar trend to-wards increased milk production was accelerated to reach an
all-time record of nearly 17 3/4 billion pounds by 1945, and during the
four post-war years 1946 to 1949, production legels centred fairly

21

See also M. Rachlis, "Trends in Canadian Dairying", Economic
Annalist, June, 1950, pp. 62-66.
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steadily around an only slightly lower level of 17 billion pounds.

This

relatively small drop in total milk production after 1945 constituted a
less drastic post-war readjustment than had occurred in the wheat and
livestock industries.

This suggests that whatever had been the modifi-

cations which wartime conditions had induced in the over-all structure of
the dairy industry, they were little more than a moderate upward revision
of the trends which had already existed in the pre-war years.
run expansion of Canadian

da~

The long-

production has been induced by the demans

of a growing domestic popUlation which consumes increasing per capita
volumes of milk products.

Although dairy resources were strained to the

limit during the war by extraordinary Allied demands for the export of
cheese and evaporated milk, the dairy industry as a 'Whole returned rather
qUickly to its long-run position as soon as those external pressures
were relaxed.

With respect to the production of butter in particular,

however, the readjustment to peacetime conditions after 1945 has been
sUbstantially modified by the introduction of oleomargarine on Canadian
markets.
While wartime conditions modified only to a small extent the .
over-all expansion of the dairy industry, they brought about some more
important changes in the positions of individual products within the
industry.

During the two decades which followed the end of the First

World War, Canadian butter production rose at a faster rate than did
whole milk production, and consequently, butter occupied a position or
increasing importance in relation to the whole group of

dair~

products.

This. trend was reversed after 1939 when Allied demands emphasized cheese
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and concentrated milk products.

Butter production not only ceased to

expand, but by 1945 it had fallen ,to its lowest level since 1937. Although the production of butter still represents nearly half the total
whole milk supply in post-war Canada, its relative importance within the
dairy industry has continued to decline from 1945 to the early nineteenfifties.

At the same time, the pattern which Canadian cheese production

followed through the several decades prior to the Second World War was
the reverse.. of the long-run trends prevailing in butter.

From levels

which fluctuated close to 200 million pounds annually during the years
1900 to 1917, cheese production declined rather steadily for nearly two
decades, and struck a low of 100 million pounds in 1934.

In the latter

half of the nineteen-thirties, this downward trend was reversed, and as
early as 1942, wartime demands had induced the production of a record
210 million pounds of cheese in Canada.

The events of the years after

1945, however, suggest that the wartime resurgence of the cheese industry
checked only temporarily its long-run tendency to decline, both in
§bso1ute terms, and in relation to the whole group of dairy products.
By 1950, cheese production once again declined close to the 100 million
pound mark.
Through these same decades, definite long-run trends also
appeared for other dairy products.

The absolute volume of Tfhole milk

sold in both the fluid and concentrated forms has increased continuously
from 1918 to the nineteen-fifties, and in addition, these products
have improved their relative position within the dairy industry as a whole.
'Meanwhile the amount of milk which the primary producehs retain for
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use or manufacture on farms has declined steadily from some 35 per cent
in the early nineteen-twenties to half that percentage in the post-1945
years.§! It is difficult to discover from the available data my significant way in which the special economic conditions prevailing from 1939
to 1945 might have affected these trends, except possibly to accelerate
them.

Post-war dairy production figures suggest that the long-run down-

ward trends in cheesemaking and the farm utilization of whole milk have
been left substantially intact, as have the long-run upward trends in
fluid and concentrated milk sales.

The exceptional case of the reversal

of long-run butter production trends in the later nineteen-forties is
not easily explained in terms of wartime conditions, for since butter
is produced almost entirely for the domestic market, it might logically
have been expected that expanding domestic demands for all dairy products
after the war would have stimulated a·revival of the pre-war upward
trend in the production of butter.

Instead, the post-war decline in

butter-making is probably due much more to the strong competition which·
it has met since the incorporation of oleomargarine into the Canadian
consumptive pattern.
If the pressure of abnormal wartime demands on Canadian food

supplies exerted no significant effect on the pre-war structure of

Y

Ibid., Table 6. Although accurate data on the production of dairy
butter and farm cheese are difficult to obtain, it appears generally
true that the processing of whole milk on Canadian farms has declined throughout the twentieth century. This was particularly so
during the Second World War 1Nhen·butterfat subsidies were paid only
on that portion of the whole milk supply delivered for creamery
processing into butter.
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agricultural production, neither did it substantially change the degree
to which producers were dependent on export markets to absorb t/heir
surplus products.

During the post-war period, the technique of inter-

state food contracts was continued on a somevmat restricted basis, notably for the delivery of Canadian pork and pork products, beef, eggs,
evaporated milk and cheese to the United Kingdolu.

In addition, a similar

technique was involved in the four-year United Kingdom Wheat Agreement of

1946 and the four-year International Wheat Agreement of 1949, which gave
producers some measure of assurance of forward export markets for lheat.
Apart from the 11heat Agreements, however, the volumes of purchases and
sales of food products which were undertaken by the United Kingdom and
Canada after

1945 were

generally diminished in each successive contract,

and by the time that the Ninth Egg Agreement was cancelled in 1949, the
only contracts still outstanding with the United Kingdom were for 160
million pounds of bacon and hams and

'a

million pounds of cheese.

By

the early nineteen-fifties, it was apparent that Canada's traditional
dependence on the outside world for her agricultural prosperity was left
SUbstantially unaffected by the Second World War. }oYor Vias this dependence
rendered any less hazardous because the war had brought about changes in
the relative importance of the sterling area and the United States in
the structure of Canadian food exports.lI

11

In 1939, markets in the United Kingdom absorbed some 66 per cent of
Canadian agricultural exports, while those in the United states
accounted for approximately 15 per cent of the total agricultural
export trade. By 1950, these percentages had changed to 34 for the
United Kingdom and 37 for the United Statei. (See "Internationa1
Trade in Relation to Canadia.n Agriculture", Economic Annalist,
June, 1951, pp. 62-63.)
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The most important food product which existed in surplus in
Canada before the war was 'V'iheat, and agriculture looked to the outside
world for the export of 61 per cent of all the wheat which it produced
during the ten crop years 1930-31 to 1939-40. The wheat economy seemed
hardly less dependent on foreign markets during the post-war period when
it exported

57

per cent of its wheat yield in the five crop years 1946-47

to 1950-51. Similarly the livestock industry depended on markets in the
United states for the

eA~ort

of some 12 per cent of its production of

beef cattle during the half-decade from 1936 to 1940. In spite of the
virtual elimination of this trade pattern in 1942 and the subsequent
tendency toward a partial substitution of the British for the American
market under the First Beef Agreement in 1941.t, cattle exports to the
United states resumed their pre-war trends in 1948, after all wartime
restrictions on the movement of Canadian livestock had been cancelled.
By

1950, in response to high prices and rising consumer demands in the

United States, some 20 per cent of the total cattle production of Canada
was moving into export channels -

a higher volume of trade, both relative-

ly and absolutely, than had been possible at any previous time in Canadian
livestock history.
Although the agricultural economy would appear to have acquired a new post-war dependence on the markets of the United states,
this development has been SUbstantially offset by the loss of wartime
markets for other food products in the United Kingdom.§! Through the

W

The termination of the post-war contracts for evaporated milk and
eggs in 1948 and 1949 respectively did not, of course, mean the
(foot-note ~/ continued on page 137).
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course of the nineteen-thirties, the Canadian hog industry had developed
an increasingly important outlet in the United Kingdom for its surpluses
of bacon and other pork products, and in the half-decade from 1935 to

1939, some 28 per cent of the total hog production was exported
form.

in this

However, while these exports were multiplied many times over dur-

ing the war, the United Kingdom market was drastically narrowed after

1948 when exports of pork from Canada declined to less than 100 million
pounds per year, or 8 per cent of the na.tional production.

The post-war

curtailment in Canadian shipments of bacon and hams to the United Kingdom may be due in part to a growing domestic demand for pork, but it is
perhaps more basically caused by the re-entry into British markets of
pork products from Denmark and other European countries.

Meanwhile, the

traditional pattern of Canadian cheese exports to the United Kingdom was
also sharply interrupted in the late nineteen-forties.

During the pre-

war decade, the British market had absorbed some 70 per cent of the
total cheese production in this country, but posb-war exports of cheese
declined abruptly after 1946 to less than
production.

45

per cent of the total

It is provisionally suggested a.t this point that the drastic

post-war contraction in United Kingdom purchases of almost all Canadian
agricultural products (except wheat) may be explained not so much in terms
of a mere return to pre-war trading patterns, as in terms of the fundamental disequilibrium in the Canadian balance of international payments
with the sterling area which has risen out of the war.

At the same time,

(Footnote ~ continued from page 136)
loss of any permanent export market for these products, since they
never constituted a significant part of the Canadian peacetime export trade.
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the increasing importance of cattle markets in the united States to
Canadian livestock producers in the post-war period may perhaps most
easily be regarded as a natural result of the trend toward progressive
integration of the North Ane rican economy. The long-run impact of wartime conditions on the pre-war patterns of Canada's North Atlantic trade
will be further considered on page 158, in a section devoted to the
long-run relationships of supply and demand in Canadian agriculture.

The Short-Run Effects on Canadian Farm Prices and Incomes
lfuen the state imposed a system of commodity price controls
throughout the Canadian economy in December, 1941, it did so partly in
the light of its unfortunate experience with violent fluctuations l'Ihich
had occurred in the uncontrolled price mechanism during and immediately
after the First World l\'"ar.

In 1917 and 1918, in the midst of sharp

increases in the general wholesale price index, Canadian farm prices had
jumped substantially above those of non-agricultural products in termS
of parity on the 1910-13 base.

During the immediate post-war period,

the laissez-faire economy could re-establish appropriate price-relationships between agriculture and the secondary and tertiary industries in

1920 only by means of a more drastic collapse of farm prices and incomes
than occurred in the rest of the economy. The state was hopeful that
agriculture would avoid a similar debacle in the period which followed
the Second Vlorld War because -

so it was reasoned -

a price level which

had not been permitted to rise appreciably during the war was not as
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likely to fall in any large proportions after the war.

In spite of

this, however, the state feared alternately and at various times after

1945 that an agricultural depression and a serious price inflation
might develop in Canada; between 194.5 and 19.52 it has attempted, insofar
as the economy could be isolated from autonomous influences, to protect
agriculture against both types of disorder.
In the initial post-war period, it was the intention of the
Federal Government to remove price ceilings, subsidy payments and administrative controls on the marketing and distribution of food products
as soon as the most important inflationary pressures on supplies had been
relieved.21 It was not possible, however to accomplish simultaneously
the two objectives of (a) preventing a steep rise in agricultural price
levels, and (b) allowing the price mechanism to resume once again its
traditional function of resource allocation.

In spite of the strong

pressures which rising American prices began to exert on the Canadian
price line after the Office of Price Administration was abolished by the
United states Govermnent in June, 1946, Canada continued to maintain its
~time

price administration virtually intact until the latter part of

1946.
Among the first steps in the Canadian decontrol programme was
the termination of five years of production subsidies on fluid milk and
concentrated milk products in September, 1946, and on butterfat and

21

For a review of the post-war decontrol period, see Department of
Agriculture, Federal Marketing Legislation, ~ ill.!., pp. 69-81.
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the lifting of the ceilings on all dairy prices.

The drastic effects

which these actions had on the prices of dairy products are suggested by
the 1947 and 1948 price indexes for milk and butter (see Table XIX).!2/
From that time until the end of 1948, all other subsidy payments which
the Federal Government had introduced during wartime were removed with
the exception of freight assistance on feed grains moving from Western
to Eastern Canada, hog quality premiums and lime transportation assistance.W Meanwhile, the ceilings on the prices of many other agricultural
products were successively eliminated during 1947, and by October of that
year, the free list included feed grains, meats, eggs, poUltry and most
fruits and vegetables.

Canadian price controls ceased for all food

products in October, 1949. The state had developed its policy of wartime price administration in order to maintain reasonable price relationships during the war and to prevent a recurrence of the post-war price
collapse of 1920. By 1947 it had good reason to be apprehensive rather
of the effects of a post-war inflation.

The general result of the 1947

programme of agricultural subsidy and price decontrol is suggested in
Table XIX below, particularly in the sharply rising 1947 and 1948 price
indexes for oats, steers, hogs and dairy products, and in the general

Consumer rationing on butter and evaporated milk was abolished in
June, 1947. By the end of the same year, almost all physical
controls on the marketing, distribution and consumption of Canadian
agricultural products had been removed except the few which were
authorized by the Agricultural Products Act of 1947 in order to
assure the fulfilment of any remaining food contracts with the
United Kingdom.
The payment of freight subsidies on the movement of western feed
grains into eastern livestock and dairy regions appears to have
become a permanent Part of the peacetime agricultural policy of
the Federal Government.

TABLE XIX - GENERAL WHOLESALE PRICE INDEXES, AND VlHOLESALE PRICE INDEXES FOR NINE REPRESENTATIVE
AGRICULTURAL PRODUCTS: GANA.DA~ 1926 - 1950*
~~--"-

General
Wholesale
Price
Index
(a)

-~---- --~--

~----~-----~\BaseJ:"9~

All
Farm

Field

Pr~~~cts

c(~)s

39

Animal
Products Wheat Oa~~

~:~~OOJ~~-

~

"~---"---~~-------~-

steers
(h)

(g)

H{g.)
i

"---~--~~"

Bacon
> -c

~

Milk

--

-

Bu~~er

f~rs

1926-28
annual
average:

127.7

139.8

147.7

132.1

150.6 145.2 163.8

132.4 126.9 120.1 119.5

158.4 150.6

1936
1937
1938
1939
1940

96.7
107.8
101.9
99.3
108.2

97.9
117.4
102.9
92.6
96.1

102.2
128.9
100.9
83.7
8,.4

93.7
106.0
104.8
101.5
106.7

98.0 97.6 88.2
140.2 132.8 94.8
106.2 100.5 103.2
67.5 74.9 95.5
80.8 85.4 128.4

84.5 94.3 97.2 95.3
116.4 101.1 98.4 104.5
95.6 106.2 106.9 104.9
105.4 98.5 100.0 102.1
119.9 97.0 96.7 105.1

96.6 103.2
107.1 99.8
107.1 104.3
94.0 95.9
103.0 99.1

1941
1942
1943
1944
1945

116.6
123.3
128.3
130.9
132.4

106.6
127.1
14,.4
155.3
165.3

88.9
109.7
129.0
144.5
160.4

124.4
144.6
161.8
166.1
170.2

78.1
87.3
112.4
130.8
130.8

99.3
119.5
124.6
125.3
125.3

170.1
233.2
167.2
197.8
224.4

140.8
168.6
189.5
184.5
187.0

110.6 121.5 114.2
131.4 138.6 119.0
141.0 135.6 123.8
144.4 131.8 124.0
149.6 132.6 123.7

130.8
136.5
135.0
136.5
137.6

109.8
132.0
142.7
133.6
141.6

1946
139.2
1947
163.6
1948
193.9
1949
198.9
1950 June 210.3
1950 Dec. 226.4

177.0
189.7
229.6
228.7
243.4
234.,

172.9
179.1
195.6
191.9
197.7
170.6

181.2
200.2
263.7
265.4
289.1
298.4

130.8
159.5
186.1
214.7
215.5
198.1

125.3
162.3
207.3
191.7
283.7
241.8

173.5
205.5
251.1
280.2
360.6
290.8

202.8
230.0
310.2
334.6
439.5
450.2

166.1
184.0
252.1
254.2
260.5
250.0

141.6
166.5
218.4
223.3
199.2
199.2

153.4
199.2
262.0
232.0
202.3
229.7

145.5
1,3.3
182.0
185.3
160.6
202.1

135.4
172.6
201.4
203.7
203.7
212.4

For grades and markets used in this table, see Table IV.
* Excludes Newfoundland.
Sources:

Columns (a) and (e) to (m) inclusive, Wholesale Price Indexes, 1913-1950, (Dominion Bureau of
Statistics Reference Paper, Ottawa, 1951), t. I andt. 4.· Columns (b) to (d) inclusive, Prices and
Price Indexes, (Dominion Bureau of Statistics, ottawa), 1948, p. 53, t. 13, and May, 1951, p. 4,

t. 4.

-

-
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I
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It ..roul.d seem to have been inevitable after June, 1946, that
Canadian farm prices could not long be held in check.

The abandonment

of general price administration in the United states signaled not only
substantial price advances in a market where Canadian cattle were traditionally sold, but also sharp increases in the cost of importing American
manuractured goods for use in Canadian agricultural production.

By 1947,

rising price levels in the United states began to manifest themselves in
the cost structure of Canadian agriculture, and ceilings in this country
were removed from the prices of farm machinery, fertilizers and pesticides.
The elimination of production subsidies and the restoration of free
dealers t margins combined wi.th the increasing prices of imported machinery
and materials to push the general wholesale index of farm. prices from

177

in

1946 to an all-time high of 230 in 1948. The upward revision of

food prices was particularly marked in the livestock industry and among
those field crop products which are used extensively in the production
of animal products.

(l~ote

particularly the post-war price indexes for

steers, hogs, oats and hay in Table XIX).

Had there been no general

price control at all during the Second World \'far, it is probable that
Canadian farm prices would have followed a pattern similar to the price
history of the First World War. The fact that many price ceilings on
food products were lifted in 1947 -- mostly as a result of irresistible
pressures from the American economy -

undoubtedly lessened the long-ruh

effectiveness of the whole wartime stabilizations programme.
It must be expected that economic warfare will always be disruptive of a peacetime economy, and unless the state is willing to continue
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the arbitrary manipulation of demand, supply and prices through a protracted post-war period, some degree of price inflation cannot be avoided.
The structure of inflated food prices which Canada inherited at the
beginning of the nineteen-fifties may be taken as a direct result of the
conditions of the war.

In terms of price parities on the 1935-39 base,

the nineteen-forties saw a net· improvement in the price position of the
livestock industry in relation to non-agricultural industries, and this
was somewhat balanced by a net deterioration in the price position of
most of the field crops except feed grains.

But it is doubtfuJ. that

dairy prices were proportionately higher by the early nineteen-fifties,
or even that there was any relative improvement in farm prices as a whole.
Whatever may have been the effect of wartime conditions on
agricultural price trends in Canada, it is certain that they were a major
factor in bringing to agriculture the relief from depressed incomes which
it had sought during the nineteen-thirties.

As shown in Table XX, the

slowness 'With which markets for surplus food products developed at the
beginning of the war was manifested in an extremely low rate of annual
increase in the net money incomes of Canadian producers.

In fact, in

terms of constant pre-war dollars, the farm economy actually sustained
a falling income from 1939 to 1941, and the drop was particularly severe
in the Prairie Provinces because of the drastic limitations
conditions imposed on the marketing of wheat.

~ich

wartime

In 1942, however, net

farm income for the whole of Canada attained more than $I billion -- a
level which was more than double the 1941 income in both current and
constant dollars -

and while the regional incomes of ontario, Quebec and

TABLE
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TOTAL Nh"'T INCOME OF FARM OPERATORS FROM FARM OPERATIONS, IN CURRENT AND CONSTANT DOLLARS,
IN CA1~ADA BY REGIONS: 1926 - 1950*
~f-llions of dollars)
:N_e_~ F~ Income in Current Dollars (
Net Farm Income In Constant Dollars ( c)
(Base 1935-J9 : 100)
PEl

N.S.
Canada N.B.

1926-28

Que.

B.C.

-

92.8 170.0 331.5 17.7

average:

645.8 33.8

1936
1937
1938
1939
1940

240.7
317.2
371.4
453.2
476,0

26.7
28.4
25.5
23.,
24.6

61.0
64.6
66.9
77.3
84.6

1941
1942
1943
1944
1945

487.0
1,032• .3
846.1
1,222.3
96,.1

27.1
42,0
56.7
53.0
51.7

102.4
136.6
161.9
181.8
159.9

1946
1941
1948
1949
1950

1,121.1
1,194.6
1,660.8
1,630.h
1,478.1

60.3
55.5
68.2
69.7
71.3

197.6
177.2
252.9
252.9
256.5

*

Ont.

Man.
Sask.
Alta.

Farm Fami1y(b)
PEl
Living Cost
N.S.
Index
Canada N.B.
(Base 1935-

=

39 100)
119.8

539.2 28.2

Man.
Que.

ont.

Sask.
Alta.

B.C.

77., 141.9 2.76.7 14.7
93,6 47.1 15.1
120.4 82.4 15.3
119.2 138.4 16•.3
130.5 205.9 17.8
121.8 199.2 11.1

92.0 46.3 14.8
123.9 84.8 1,.7
121., 141.0 16,6
129.8 204.9 17.7
132.2 216.1 18.5

98.3
102.9
101.9
99.,
108.5

244.9
308.3
364.5
455.5
438.7

27.1
27.8
25.0
23.6
22.1

62.1
62.8
65.1
77.7
77.9

170.3
263.4
246.0
289.0
309.8

160.4
561.4
340.5
656.6
397.7

27.1
28.9
41.5
41.9
46.0

114.0
119.0
121.1
122.(\
123.2

427.2
861.5
695.7
995.4
183.h

23.8
35.3
46.6
43.2
42.0

89.8
114.8
133.0
148.0
129.8

149.4
221.3
202.1.
23,.3
251.5

140.1
471.8
279.8
534.7
322.8

23.8
24.3
34.1
34.1
37.3

3.38.6
343.2
438.2
455.0
468.7

473.9
569.0
845.2
19,.4
635.0

51.4
49.8
56.4
57.4
46.6

127.1
138.3
162.8
113.2
177. 6

882.5
863.8
1,020.1
941.3
832.3

47.4
40.1
41.9
40.2
40.1

155.5
128.1
155.3
146.0
144.L.

266.4
248.2
269.2
262.7
263.9

312.9
411.4
519.2
459.2
357.5

40.4
36.0
34.6
33.1
26.2

Does not include supplementary payments from the Federal Government under the Prairie Farm Assistance
Act, Prairie Farm Income plan or the Wheat Acreage Reduction programme.

Sources:

(a.)

(b)

( c)

Adapted and calculated from data supplied in the Handbook of Agricultural Statistics, Part
Two, Farm Income, (Dominion Bureau of Statistics, ottawa), February, 1952, pp. 14-23. Net
farm income is calculated as follows: Gross Farm Income (cash income from the sale of farm
products, plus income in kind, plus or in'imi'S changes in inventories), Minus Operating and
Depreciation Charges.
--Price Index Numbers 9! Corrunodities and Services Used !?Z Farmers, 1913 .!£ 1948, and 1951 and
1952, (Dominion Bureau of Statistics, Ottawa).
Calculated from data in parts (a) and (b).

...,I

g:

-145 the Maritime Provinces all showed sUbstantial improvements, that of the
Prairie Provinces accounted for more than half this huge national f arm
total.

In 1943, the farm incomes of Quebec and the Maritime Provinces

together with British Columbia again improved while that of Ontario
declined.

The marked decrease to less than $850 million which occurred

in the 1943 national farm income was largely explained by another drastic
cut in the prairie region.

The trend was again reversed in 19l# when

total farm income in money terms attained the level of over $1.2 billion.
The wartime pattern of money and real incomes in Canadian
agriculture showed a tendency toward violent fluctuations.

Returns were

the most stable in the highly diversified farm economies of Ontario,
Quebec apd British ColUttlbia, somewhat less so in the Maritime Provinces,
and definitely unstable in the Prairie Provinces.

This was a continuation

of the pre-war state of Canadian agriculture, and although all regions
including the prairies became more diversified during the war, there is
little evidence to suggest that wartime conditions have had a significant
effect on the long-run regional characteristics of the agricultural
economy. In the nineteen-fifties, Ontario, Quebec and British Columbia
are still the most highly diversified agriCUltural regions in Canada,
and a substantial part of their produce can be absorbed 'Within the Canadian
market itself.

On the other hand, the farm prosperity of the Maritimes

and the Prairie Provinces depend in much greater measure on finding adequate domestic and foreign markets for a few specialized field crops.
Nor has Canadian agriculture been rendered any less vulnerable to priceincome fluctuations by the fact that the average real income of farm
producers during the five years from 1946 to 1950 was 170 per cent of

-146 the average real income which prevailed from 1926 to 1928, and 250 per
cent of what that real income was from 1936 to 1940.
The analysis has suggested that the highly unusual circumstances
of the Second World War have had little effect on the pre-war shape of
the agricultural economy of Canada.

It is true, of course, that the

production trends which prevailed during the nineteen-thirties, considered
in terms either of specific industries or of economic regions, were
drastically altered during the "Tar itself.

Yet, by 1950, the only signifi-

cant difference which a decade of dislocation had made to Canadian
agriculture as a whole was that food production and prices were higher
for every major sector of the farm economy, and that the net money and
real incomes of the producers improved accordingly.

The structure 'Which

agriculture inherited in the early nineteen-fifties has left it hardly
less dependent on export markets or less vulnerable to price-income
fluctuations than it was during the depression.
These conclusions must be modified by some further analysis of
the positions of the major sectors of the agricultural economy in relation to each other.

Table XXI shows the average annual incomes which

were received by the producers of eight important groups of Canadian food
products during the five half-decades from 1926 to 1950.

If a comparison

is made between the immediate pre-war years 1936 to 1940 and the immediate
post-war years 1946 to 1950, it is seen that wheat and coar-se grains
together accounted for 31 and 30 per cent of the total cash farm income
for the two periods respectively.

The post-war decline in the importance

of wheat within the whole group of grain crops is largely explained by the
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relatively higher market prices obtained for feed grains.13I A similar
comparison of the income received by the livestock industry (hogs,
cattle, calves, poultry and eggs) during these two periods indicates
that it has risen from 33 per cent of the pre-war total to 37 per cent
of the post-war total.

Within the group, beef cattle overshadowed all

other meat and poultry products, just as hogs had done during the war
period.

The enhanced position of livestock incomes has been determined

in part by higher production trends, but even more so by rising cattle
prices which surpassed the rates of price increase for both dairy
products and grains.

Over the same decade and a half, dairy incomes

declined in relative importance from 17 per cent of the pre-wa' total
to some

15

per cent in the post-war period.
The data in Table XXI would appear to suggest that the structure

of agriculture \as been modified through the nineteen-forties by shifts
in the relative importance of the major industries within it.

But when

these money incomes are corrected for changing post-war price differentials, less importance attaches to the changes in physical production
differentials which those incomes might indicate.

Despite this, however,

the long-run movements of agriCUltural incomes lend support to the
suggestion that the structure of agriculture had been taking on a new
shape through the course of the last quarter-century, and that the

131

It should be noted that in each year from 1946 to 1950, the changes
in the position of wheat incomes relative to other grain incomes

are inversely correlated with the movements of their respective
price indexes. This is especially visible in the 1948 and 1949
data on wheat and oat prices in Table XIX on page lU and wheat
and other grain incomes in Table XXI.

- 149 economic conditions of the Second World War actually accelerated the
movement. The pre-eminenoe which was enjoyed by wheat until the end of
the nineteen-twenties has been increasingly assumed by the animal product
industries, and by that sector of the economy which is basic to them,
feed grains and grasses.

However quickly the Prairie Provinces may have

re-established their pre-war levels of wheat acreage and production,
the wheat economy is likely to occupy a position of declining importance
in Canadian agriculture as long as a sudden and drastic decline in present
high levels of national income and employment does not occur.

The Post-War Development of Economio Philosophy
Through the decade of relative agricultural prosperity which
followed the First World War, the Federal Government consistently held
that the economic function of the state must be no more than to guarantee
the continuity of institutions which were the most conducive to the unrestricted operation of the price mechanism in regulating production and
consumption.

The Government scarcely modified this philosophy of

economic liberalism at any time during the depression of the nineteenthirties in spite of the increasing attempts 'Which were made by primary
producers to have the state manipulate agricultural markets in their
behalf.

Then, during the Second World War, by directing the course of

almost every aspect of agricultural production and distribution toward
the fulfilment of Allied food requirements, the state demonstrated ltuond
I

a doubt its capacity to achieve socially determined objectives through
legislative and administrative acts.

As the war neared its conclusion,
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the Government became apprehensive that a sudden termination of wartime
controls might provoke widespread dislocations both in agriculture and
in the rest of the economy, and it began to develop a variety of techniques of economic intervention which were specifically designed to
facilitate the post-war readjustment. Although it was apparently intended
that much of the war and post-war legislation relating to agriculture
should be of no more than a temporary nature, an analysis of the statutes
suggests that the Federal Government may have permanently modified its
tramtional viel'" of the legitimate functions of the state in Canada.
The decade of agricultural depression had placed before
Canadian producers the spectre of unmarketable food surpluses.

The sue-

ceeding decade of wartime governmental. controls served only to strengthen
their conviction that the state not only should protect them from the
disastrous price-income effects of market fluctuations, but that it had
proved itself quite capable of doing so.

In this, the primary producers

shared the views held in other sectors of the economy and in most
countries of the world that the philosophy of economic liberalism which
was widely expounded in the nineteenth century is no longer suited to
the needs of our times.

The current trend of thought was summed up by

an American economist in 1947 as follows:~

~ Hiram S. Davis, The Industrial study of Economic Progress,
Philadelphia, 1947'; p, 1, as cited by J. F. Booth, "Economic
Security: What it May Mean to Agriculture", C.S.T.A. Review,
July, 1948, p. 281.
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Whether the adjustments required by progress are of
greater or less magnitude than those associated with
booms and depressions, whether booms and depressions
are the products of the womb of progress, makes little
difference to the victims; they want and they seek
protection - in our times, of the state - whether
farmer, labourer, manufacturer or investor. If ttprogress n was the watchword of the 19th century, security
is currently that of the 20th century.
That the attitude of the Canadian Government had been substantially
modified by the pre-occupation of the nation nth economic security
was implicit in the White Paper on employment and income, tabled in
Parliament in

1945.~

This document emphasized the necessity of pre-

venting the expected occurrence of a post-war depression by widening
the channels of private investment and maintaining high levels of
domestic and foreign demand for Canadian goods and services, and it
hinted strongly that the state would be willing to go to considerable
lengths to accomplish these ends.

The White Paper was preceded in 1944

by a series of Acts of Parliament which gave the state an
means of fulfilling its new functions.

institutiona~

Of special interest in the

present analysis is the Agricultural Prices Support Act of 1944.1?/

Department of Reconstruction, EmplOyment and Income ~ Special
Reference to the Initial Period of Reconstruction, '~te Paper
tabled in the-YOuse of Commons bY-the Minister of Reconstruction,
April, 1945.
8-9 George VI, C. 29, as amended by 11-12 George VI, c. 32, and by
George VI, C. 4. For descriptive discussion of the Act see
Department of Agriculture, Federal Marketint Legislation, op• .£!h,
pp. 40-48; and A.H. Turner, ttFederal Market ng and Price Support
Legislation in Canada", Journal of Farm Economics, Vol. JOCII, No.4,
November, 1949, pp. 594-009. Inaddition to the Agricultural
Prices Support Act, other parts of the 1944 economic legislation
'Which directly affected Canadian agriculture were the Farm Improvement Loans Act, the National Housing Act, the Family Allo'\'V'ance
Act and the Export Credit Act.

14
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The Aot established the Agricultural Prices Support Board with
powers either (a) to buy agricultural products at prices which were
approved by the Cabinet and dispose of them in any way deemed appropriate,
or (b) to make supplementary payments to the producers of any agrioultural products (or to their agents) when average market prices in any
given period fell below the minima set by the Board.

Wide latitude was

given to the Board, subject to Cabinet approval, to determine both the
products upon which it would act and the levels at which it would support
the prices of those products. Above all, the Act avoided the mention
of anything approaching a price-parity or other fixed formula.

The

original legislation dealing with state-supported prices for agriculture
suggested that it was a technique designed solely to facilitate the postwar transition to a peacetime economy, but the Act was finally amended
in 1950 to give it indefinite status.
The conditions which prevailed in Canadian agriculture during
the Second V{orld War demonstrated that it may be possible to obtain a
higher degree of efficiency in food production Mien the state makes a
positive attempt, through its manipulations of markets and forward prices,
to eliminate extreme and frequent price movements.W At the same time,
however, war and post-war experience has suggested that guaranteed prices
tend to stick -

or at least, to be inflexible dovm:ward -

and that

~ For critical analyses of the Agricultural Prices Support Act, see
Bank of Nova Scotia, t'Floor Prices for Agriculture It, Monthly
Review, December, 1944; and W.M. Drummond, "Objectives of an
Agricultural Price Support policytt, C.J.E.P.S., Vol. 11, No.3,
August, 1951, pp. 344-51.
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about an undesirable allocation of the factors of production.

During

the war, the effective administration of the price stabilization progrannne
and the forward contracts required the constant and detailed surveillance
of the state, together with a large measure of supplementary subsidy
payments and administrative controls as lubricants in a sticky price
mechanism.

In peacetime, without a compelling national cause to justify

the arbitrary decisions which it might deem necessary to the success ot
its policy, the democratic state may not be willing or even able to
establish a system of price administration which realizes at once the
stability of prices which the producers desire and an efficient a11ocation of resources which the nation as a whole 'Would demand.
On the whole problem of price supports in Canada, Professor
Drummond has concluded:!1I
starting, in most cases, as a depression antidote,
price support measures have been used increasingly to
facilitate adjustment to much less pronounced supplyand-demand changes. In addition to being relied upon
for the removal of price fluctuations including those
of a seasonal nature, they are regarded as a major
means of securing price and income relations more
favourable to agriculture, that is, a more balanced
cost-price relationship. The main issue presented
by the emergence of the price support idea concerns
the degree of suitability of a pricing system which
is half free and half controlled, half flexible and
half fixed. Finally... the question arises • • •
whetner there should not be a more determined attempt
to deal with the causes of the trouble rather than
with the trouble itself, that is, whether there should
not be an at'tempt to influence supply and demand
rather than the prices resulting from them.

W

Ibid., p. 351. On this same subject, see also T.W. Scnultz,Production ~ Welfare of Agriculture, New York, 1949, Chapter 2;--
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The Agricultural Prices Support Act of 1944 constituted a milestone in
the evolution of the Federal Government's attitude toward the difficulties
of agriculture.

Yet its failure to distinguish rigorously between the

problem of resource allocation and that of income distribution -- between
economic efficiency and economic welfare -

may well mean that post-war

price supports in Canada, in the last analysis, can be little more than
a measure of political expediency.
Apart from the steps which the Canadian Government has taken
in the field of agricultural price-supports, its post-war attitude toward the marketing of agricultural products has proved to be a significant and apparently permanent change from its pre-war attachment to
economic liberalism.

Under the authority of the Agricultural Products

Act of 1947,Wt he state continued until March, 19.51, to trade in any
livestock and dairy products for which contracts with the United Kingdam still existed.

Although trading by contract between the Canadian

Government and the governments of other nations had virtually ceased by
the end of 19.51 for all agricultural products except wheat, there has
been no suggestion that the Government would not be willing to enter
into such agreements in the future.

This has become increasingly true

since the beg:inning of the Korean War, because the western trading
nations are tending once again toward military and economic planning on

11 George VI, C. 10. Under the Agricultural Products Act, the
Cabinet still possessed certain of the arbitrary powers which
had been granted to it under the War Measures Act of 1914, and
under its successor, the National Emergency Transitional Powers
Act of 1945 (9-10 George VI, C. 2.5; and 10 George VI, c. 60),
which expired in 1947.

- 15, an international scale.

Since the Federal Government announced its new

wheat marketing policy in October, 1943, the Canadian Wheat Board has
enjoyed a nine-year monopoly of the domestic and export meat trade.
Nor is it likely that the Government will dispense with the wheat
monopoly as long as it pursues the present policy of encouraging international wheat agreements.

Finally, the Agricultural Products Marketing

Act of 1949,!2Iwhich has recently emerged substantially intact from its
constitutional battle in the Supreme Court of Canada, bears permanent
witness that the coercing hand of the state may now be solicited by
agricultural producers who desire to market their products collectively
in any or all markets.

The Long-Run Relationships of Supply and Demand
By way of: conclusion to the analysis of this Chapter, an
attempt is now made to sum up some of the important long-run trends
which may affect the supplies of Canadian agricultural products, and
the relationship which those supplies are likely to bear to changing
patterns of domestic and export food demands.

The supply will depend

both on the amounts of the various factors of production which are devoted to agricultural pursuits and on the manner in which those factors
are combined.

At the same time, the demand for Canadian food products

will be affected both quantitatively and qualitatively by the levels of

!.2,{3 George VI, c. 16. This Act embodied the same principle as the
Natural Products Marketing Act of 1935, which was declared ultra
vires of Parliament (see the discussion on pp. 19-20 above).

- 1,6 employment and income which are maintained in the domestic economy,
by the willingness and ability of other nations to buy Canadian food
products, and by the effectiveness with which Canada's agricultural
competitors can provide the world markets with low cost products.

The

post-war patterns of international exchange will be determined also in
large measure by political developments and alliances among the-western
trading nations and by the stimulative or restrictive effects of trade
policies which are adopted by those nations.
The long-run cost structure of Canadian agriculture has been
progressively lowered by the increasing scale on which production has
been carried out, while its physical productivity has been raised by
technological advances.

Although the high rate of farm mechanization

which had prevailed previous to 1929 was drastically reduced both by
the stringent income position of agriculture during the depression and
by shortages of materials during the war period, the post-war years have

seen a marked increase in the amount of machinery on Canadian farms.
The new trend toward mechanization has been particularly strong with
respect to automotive and

power-dri~" machines

for general farm use,

and to those types of machinery which are peculiar to the grain industry.
It has been less pronounced in the livestock and dairy industries, which
still require a relatively large proportion of labour to other factors
of production.

Vlhile every economic region in Canada from British

Columbia to the Maritime Provinces has shared in the movement, it was
the prairie region which made the greatest strides toward the substitution of capital fr labour, notably in motor trucks, tractors and combine-
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harvesters • At the same time, the wartime migration of populatd.on away
from agriculture was continued war years.

and even accentuated -

in the post-

If the per capita farm income of Canada is to be maintained

at high levels through a protracted period of technological progress,
it is likely that the non-agricultural sectors of the national economy
will be called upon to continue to absorb large numbers from the surplus
farm labour force.~
Because of its increasing reliance on the methods of largescale production, that is, on a relatively high proportion of capital,
the agricultural economy can hope to maintain its prosperity in the postwar years only if the markets for its surplus products continue to

expand.~ Canada's economic experience during the two decades since
1930 has suggested that neither the contraction of over-all agriCUltural
production nor the artificial maintenance of inflexible market prices
can be a satisfactory means of obtaining the two-fold purpose of high,
stable incomes for producers, and low, abundant supplies of food for
consumers.

Any attempt at supply contraction in agriculture -

indeed, such a thing could be accomplished at all -

if,

would encounter the

rigidities of the cost structure, while the maintenance of prices according to long-term fixed formulae Lgnor-es the real problem which is mvolved
in supply-demand disequilibria.

The high levels of demand which were

~ See V.C. Fowke, "Canadian Agriculture in the Post-War World",

Annals of the American Academy of Political and Social Sciences,
Vo!. 2sJ; September, 1947, pp. '44-51.
-

~ See

W.ll. Drummond, tlThe Canadian Agricultural Economy", Journal
of ~ Economics, Vol. XXXIII, No.4, November, 1951, pp. 636=48.
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fostered by the Second World War not only brought about the disappearancs of almost all food surpluses in Canada except wheat and apples, but
raised producers' incomes substantially above the depression levels.
This points clearly to the fact that the peacetime welfare of agriculture
depends above all else on the existence of a dema.nd which is commensurate
with the growing volume of production.
The first market for most sectors of the agricultural economy
is within Canada itself', and the combined effect of a growing population
and a rising level of general economic activity in the post-war period
has been to maintain a measure of guaranteed demand for Canadian food
products.

The Federal Government is now oommitted to carry out a

progrannne of high levels of employment and income, and there has been
little indioation of the much-feared depression in the latter nineteenforties or early nineteen-fifties.

Quantitatively, assuming the contin-

uation of these trends, future domestic food demands can only expand;
qualitatively, a rising level of personal incomes in Canada will tend to
place relatively greater pressures on the supplies of animal products,
and less emphasis on the cereal products.
Meanwhile, it is not likely that the high rate of industrialization and population growth of Western Europe, which occasioned the
spectacular increase in Canadian wheat production and exports through the
first decades of the present century, may in future be counted upon as
a primary basis of the agricultural prosperity of this country.W Not

W

See V.C. Fowke, nCanadian Agriculture in the post-War World", Ope
cite; and A.E. Richards, "The Export Market tt , Agricultural Institute Review, March, 1950, pp. 11-13.

- 159 only has the rate of population growth in most of the Atlantic nations
been declining for several decades, but the traditional triangular
pattern of Canadian international trade has been abruptly -- and perhaps
permanently -

disorganized by the circumstances of the Second World Wcr.

The economies of the great colonial powers of the nineteenth century,
particularly the United Kingdom and France, have been seriously upset
by the heavy loss of overseas investments which had played a fundamental
role in their international trade.

British assets in Canada alone were

reduced by the net amount of $2 billion from 1939 to 1946.W One
particularly inlportant aspect of the post-war difficulties of the United
Kingdom lies in the seemingly chronic disequilibrium in the international
balance of payments between the sterling area and the dollar area.

Un-

less Canada and the United states are willing to continue the export of
gratuitous capital, it does not appear likely that the Atlantic gap will
be bridged for some time to come. These considerations are at the base
of the substantial post-war decline in Canadian exports of bacon and
cheese to the United Kingdom below even their depressed pre-war levels.
Because of its dollar shortage, the United Kingdom will continue to
purchase these products in Denmark, New Zealand and other parts of the
non-dollar world.

The post-war decline in food exports to the sterling

area has been somewhat balanced by a steady improvement since 1948 in
the Canadian exchange position with respect to the United states.

W

This

See the Canadian Balance of International Payments: 1926 to 1948,
(Dominion Bureau of statistics, ottawa), pp.13=74. --
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has been based partly on a widening of markets for Canadian agricultural
products in the United states, and partly on the more tenuous expansion
:in the importation of American capital into Canada.

The continued growth

of Canadian exports to the Urd,ted states will depend in lar ge measure
on the gradual elimination of institutional barriers to international
trade.
Or perhaps the question should be laid down in its broader
context -- no realistic solution to the dollar problem can be sought except in terms of tIle unrestricted movement of goods and
Europe to America as well as from America to Europe.

se~vices

from

Canada will not

find a permanent and economic solution to the problem of agricultural
surpluses over domestic requirements unless it is willing to permit the
importation of more of the goods of other nations in return for the
markets which those nations may be. willing to provide for Canadian products.

In the long-run, the ability of this country and its western

neighbours to extend the freedom of international trade is impaired not
nearly so much by post-war dislocations of currencies as by the pressures
which intra-national groups effectively exert on their respective states
to further their own special interests.

In the past, agricultural

groups have not been the least among these •

.Summary and Conclusion

The relatively easy adaptation which Canadian agriculture made
during the First WOrld War in order to meet the food requirements of the
Allied nations differed strikingly from the substantial re-organization
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which it underwent in response to the economic circumstances of the
Second World War. From 1914 to 1918, Allied food demands centred
heavily on grain products, and the large wartime expansion in Canadian
wheat acreages constituted little more than the continuation of a trend
which had already existed for more than a decade before the war.
Because the state had not considered that extensive wartime economic
controls were a necessary adjunct to its national purpose, it left the
price mechanism free for the most part to allocate resources and distribute goods and services. As a consequence of the rampant wartime
price inflation, a post-war agricultural readjustment was brought about
in 1920 by a disastrous downward revision of farm prices and incomes

much more than by any major contraction in the wartime levels of food
production.

Quite the contrary, Canadian agricultural expansion was

halted but briefly at the end of the war period, to resume in the nineteen-twenties its former trends toward increased production of grains,
livestock and dairy Products.
When the Second World War broke out, agriculture had just
passed through a decade of depression in which farm prices fluctuated
violently, incomes fell to very low levels, and Canadian food exports
were increasingly impeded by international trade barriers.

In September,

1939, it was believed that the agricultural economy could at last rid
itself of troublesome food surpluses -- particularly wheat -- as a
result of the higher levels of demand 'Which wartime conditions would
bring about.

In 1940 Canada produced the second largest wheat crop in

its history, but military realities had made it abundantly clear by the
end of the first year of war that this country could hope for no significant
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wartime export markets for wheat outside of the United Kingdom.

There

necessar ily followed a drastic reduction in Canadian wheat acreages, together with an expansion in the production of hogs and dairy products in
line with Allied food requirements.

By

1943, the structural reorganizat-

ion of agriculture had been substantially accomplished, and after that
year, wheat acreages returned by and large to their pre-war levels, hog
populations were drastically reduced as a result of heavy marketings in

1944, and the rate of Yfartime dairy expansion was sharply decreased.
When the structure of agriculture had been readjusted to late
war and early post-war economic conditions, the production trends which
had prevailed during the pre-war years continued once again to manifest
themselves almost as if unscathed by the war.

Production levels in the

early nineteen-fifties were generally higher than they had been during
the pre-w'ar decade, except where

'[au.totlJ.6lD.q~»,:L

factors were bringing

about shifts in the relative importance of substitute products 'Within
major sectors of the economy.

(The substitution of oleomargarine for

butter, and of barley for oats, are examples of this.)

The post-war

production of beef cattle was maintained at high levels as a result of
disproportionately high price incentives and the widening of lucrative
export markets in the United states.

There were, however, signs of an

eventual readjustment of production and prices among livestock products
because of increasing domestic demands for pork.

Moreover, while condit-

ions arising out of the war brought about a sharp post-war decline in
Canadian food exports to the United Kingdom, this lOBS was somewhat
balanced by wider markets in the United states.

Despite these qualitative
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differences between pre-war and post-war markets, the traditional
dependence of the agricultural economy on the export trade was left
substantially unaffected by the war.
The wartime economic stabilization programme which was carried
out by the state after 1939 was largely successful in preventing a
repetition of the uncontrolled price inflation which occurred during
the First World War.

Yet the early abolition of the Office of Price

Administration in the United states released forces in the world economy
Which rendered increasingly difficult the continuation of price administration in Canada.

In 1947, the Federal Government rescinded almost

all its wartime administrative orders respecting agricultural SUbsidies,
prices and market controls, and the combined effect was to raise the
general wholesale farm price index from 177 in 1946 to 230 in 1948. The
high levels of food demand which had prevailed during the war continued
to be high throughout most of the post-war period from 1945 to 1952, and
the real incomes of the producers were accordingly raised above their
pre-war depression levels.

But in spite of this, net farm incomes

fluctuated widely throughout most of the nineteen-forties in the Prairie Provinces -

particularly

and it has now become clear that the Second

World War has had little permanent effect either on farm income fluctuations or on the traditional degree of diversification in the major
agricultural regions in Canada.

Finally, it is suggested strongly that

in terms of farm cash income the war may have accelerated the long-run
trends in Canadian agriculture toward the gradual supplanting of wheat
by livestock and coarse grains as the most important industries within
the agricultural economy. The suggestion depends, however, on the assump-
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tion of continued high levels of employment and income in Canada.
This study of Canadian experience in adjusting the agricultural
economy to wartime conditions has pointed to several general conclusions.
When the depression struck the world economy during the nineteen-thirties,
:many groups throughout the western trading nations seriously doubted
that the nineteenth century philosophy of economic liberalism was still
appropriate to the social needs of the times.

Primary producers in

Canada were not the least vociferous among them in seeking the intervention of the state to stabilize an economy which it was beyond their
power to control.

During the Second World War, the state in Canada

demonstrated beyond a doubt its capacity to direct the production,
marketing, distribution and consumption of agricUltural products according to socially determined objectives.

By

the latter half of the nine-

teen-forties it was evident that the Federal GOvernment intended to
modify its traditional attitude toward agricultural problems somewhat
more in line with the current pre-occupation of the nation with social
security.

With respect to agriculture, evidence of this new attitude

was shawn particularly in the Agricultural Prices Support Act of 1944,
the International Wheat Agreement of 1948 and the Agricultural Products
Marketing Act of 1949. The long-run effectiveness of these devices
remains to be seen.
It must not be assumed, however, that the wartime economic
activities of the state have proved that state intervention can necessarily be an all-inclusive panacea for the econondic problems of peacetime.
By

and large, it is true that the state achieved its wartime food goals,
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but this was possible only because the Administration penetrated into
almost every aspect of agricultural production and consumption.

Where

the wartime stabilization programme threatened to break down, it was
supplemented at first by the indirect methods of subsidy payments, and
finally by direct physical controls.

In a peacetime democratic state,

the difficulties involved in arry attempt to implement a similar programme
of state economic planning would seem insurmountable if the nation still
adheres to a modicum of individual choice.

Current statutes in Canada,

of course, do not point to the growth of such an economic regime, but
rather to a watered-down attempt on the part of the state to relieve
the short-run pressures of supply-demand diseqUilibria by temporary
market stabilization.

The Federal Government has wisely avoided committ-

ing itself to any fixed price formulae such as are employed widely by
the Government of the United states.

On the other hand, neither has it

given effective guarantees of a policy which can accomplish both the
stability of producers' incomes and the efficiency of resource allocation.

Indeed, it would appear that these two objectives are incompatible,

or at least, that they cannot be achieved at the same time by a single
price-support programme.
Finally, a permanent solution to the problem of chronic agricultural surpluses in Canada would seem to lie neither in price manipulation by the state, nor in enforced contractions of supply, but rather
in the maintenance of high levels of demand. state interference in the
price mechanism does not reach the heart of problems of disequilibrium,
and any short-run attempt to restrict agricultural production is foiled
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by an inflexible cost structure.

Experience in both war and peace has

shown that when there is adequate demand to absorb total production there
is no income problem in agriculture.

This suggests that the permanent

role of the state is to attempt to maintain high levels of employment
and income in Canada, and to promote the increasing freedom of international trade in both agricultural and manufactured goods.

The long-

run prosperity of agriculture itself will depend on its capacity to adapt
production to changing technological factors and to shifting conditions
of domestic and foreign demand. It will also depend in Lar ge measure
on the continued ability of other Canadian industries to absorb large
numbers from the surplus farm population.
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