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hme. &Mtwo fegos of whih we an oil keeoly eere. Tho Led 

rsources of the nr14 are fixed and the ppulatice of tba worli to ex

pVo4in at on slaruin rete. The populetion of the worl Ms 4mbloe In 

the poet IME years eW It will 4ouble &pinin te next 33 years. Frem 

the tU of Cbrist It tock about l20ft y..ie for the worla' populatic to 

4ouble. Following this trend o can prdict all scrte of dire co#* 

quoees for mank1l pfso ag-to roeognit. ttst foo4 pro4!tlohas ealveys 

ooodition@d pop~tice growth -- thst population growth to foer %ores 

result tben a oosze of car agriclturel oembility. Let so point tto 

plture snotber wy. The earea ef Lend Ovote4 to crap pro4mation Wn 

the ubor of people in te world eo now obot eqal. One ear. per persca 

out proueo about 2 percent more food with ieah pasming year to mintain 

present conousption levols. Sbrtly after tbo year tW0 oerre belf sro 

mut provide the ford needs of sab person. met t about the level of 

agrioulturel r scmm* currently available to half the people in the world 

who now live, or perhAps I should say exist, In CMis India, Nkiston 

and Indoeats. It Is in this region of the worl4 where population Is met 

dense, where population growth t the gretest, where agrieultural Gepe

bilities are fully esloiUot, In sharp contrat the peoples of the 

North Amrioan continent have food production oombilities far In emess 

of requiremnts. 

Talk before 31st Annual Convention of the Canadian Food Brokers Association 
in Toronto on My 6, 1974. 
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oThere is No a, p"wti #'ealttion about the vOw3 th.t~rtbe 

people are to) be adequately fed the N).1 aIgcUltunta rsource, f h 

vrl4 inoreasingly ut be mde avoiloble to the vr4 through trade. It 

to the bMding emnrpeo of tbU trade that he. pressured dommstic markets 

bare at bau that boo croated mob ecoomi uncertainty In our spical

tuse) oonaltyo that two brought about a very suddon and dramtic shift 

In our nwatioal food policies both her to Canada and in the United Stat4. 

There is yet little public evereness of the timast thes policy chemis 

have be# on our domatlo saostoe. 

My observotim on the food market are oonditomed by fuidUarity 

with both eoici and politica) develop ents In the Unite4 StatWe. 

Ue0ouse I have limtead kno e4ge of the Cautn mret I oen only ause 

that the Canadian eW U, S. food markets ore influenced by vry itular 

frorce. 

leat year the Unitod Aftes bad reeord harveste of veo ;nod crops 

and ice were et eord high level. This yur even higber production 

ords ore antaloptW as are no records for ma prioes. eerly thrm 

of every four bubels of vbeat produed will be exported. FAlf our #oYbe$u 

d 00e of "Orr four bushels of foed goins will be shipped abroa4 se wll 

a third Of our ootton e04 tcbeeoeo hel our bides and two-dIrds of oar 

rice. In contrast with former years we will neither be giving tbece pro6

"oto awy nor will we be subsidising their export. They will ove Into 

world trade at world prices. The agricultural oamunity through exp'a't 

vill provide so 20 billion dollars worth of foreign purobasini power. 

This I a condition more novel to the U. Is then to Canada and it has 

ereated a mjor distuxbenoe of our food mrkete. 

This year we Will "eS no only record Agricultuel productin, eOr 

pries *f44record expota but also a growing piua~ concern, about the 
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. haoSing nature 6f our tood market This conoern wiUl be fueled by both 

rising and hthly volatile domestic prices, During the past year we saw 

the prices of many oomites vary more fron day to day tn they used to 

vary from Year to year. The coming year poolse even more unstable 

prices, mlir4 both the management of businesses and household budget4 

more difficult. At times there will be mny unhappy people -- bith pro

ducer end consumers. They will be looking for scapegosts. Lacking under

stening we will mendate nolitical actious of various sorta which keep 

foo4 marets In turmoil en defeat their very povoae. 

The a of our one of scarcity to onecing agricultural policy from 

of abundance Is not the reason for the sudden emrgence of a strong expert 

wirtet say more then it is a guarantee for sustenowe of such a mrket. 

the 9olly change was Involuntary, It wea mandated by world markets. It 

was a result not a cause, We do not sell to others because we went to 

sell. Ve sell to othre only because they want end are eble to buy from 

u. The world ho bd hngry people throughout eU the hitory of mankIP. 

The new factor is that mh greeter wibers thin t. pest years now have 

the purchasing power to make their wants meaigtul In the marketplace, 

but a vety great uncertainty to associated with tWe sage in domnd. go 

mereally knows how great a beo]eg eutets, hor mc It will build up, 

bow IM it will last. 
evr before hae the aeriultra ecomies of Worth America bee 

so a, eoted to the vagries - to th uaetaintles of worldwide curreate 

of toad desmads and eupUes. Tieditio lly we have produced for a 

demestic market - a marUt that has bees eomersttvely stable. And by 

virtue of our fortanats loation in a tmqperate sos witb vast lend a 

water resources there ban been little prolm in meting or food se. 
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But wob of the world is not like this. There are huge regions of land 

inRusia and Red China but they do not sn.joy our climate. Their agricul

tural production is mbh less dependable. There ore large rfi'ons in 

Australia but little water. There are undeveloped areas in both South 

America and Africa but the soils are badly leached. Western Europe Is 

far greater powlation pressure. Thus ourproductive but it puffers a 

sudden involveent in world tiede exposes our traditionally stable ari

cultural eamome to the far greater uncertainties of vorldwide food 

production. 

The unprecedenteA morldvide demand for cereal and fee grains not 

only deplete4 our surplus stocks but also so enhanced prices that plantings 

hve been greatly exvnded. There is nothing lile high prices to cur 

high prices....eat least not in agriculture. In ow hose State of New Yot 

w a f ol that has produced nothi" but Oeldenrod for years is now 

planted to core or whet. Suddmly world pipelines are filling and grain 

prices are showing signs of weaelei. If the wetberman continues to 

cooperate, 'are going to have grain rmim out of our sare. In the 

meantime we con expect severe shortages of crops displaoed by high priced 

graime....eanng crop in perticular. High qriced feld grains also are 

reslting in buge financial leses in the beef industry vith the result 

that fQl4ot plaements are now larmingly low. Very briefly the picture 

I've tried to paint is one of violent disruptions in our normlly stable 

food mrket a4 picture of both upocaing eh tres and surpluses that 

ill reMtlt in violet price wap both up and down. Vitness it yo 

will wht has happened to the prices of fats end oils during the peet year. 

snd towr timeeas igh as thy were a year ago. A little16W ar the 


uwt LOvaW Se Mad botter Will beom kaom as the cheap substitute.
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Consumers are far more sensitive to suddenly rising pricea than to 

falling prices and it is difficult to tell what their reaction will be in 

tho months ahead, Lost summer when retail egS ' rices reached 8' cents a 

dozen mny people became disturbed and vhen they got to a dollar soe 

people got mad elod cuit bking eggs. Then when eggs dropDed to 80 cents 

it wasn't so bed anymore and when they went bach to a dollar -- well, they 

were only thought of as being an high as they were beforel This may very 

well reflect the psychological nature of consumer response to another 

surt in food prices. Uch %tilldevind on how much and how rapidly prices 

brea* into new high ground. Those who expect our new national food volicy 

of Abundance to result in cheep food are In for disappointment. The lag 

In response promises to be very great. Almost anyone knows that it takes 

seUt 24 months to produce a two-year-old steer. But aside frm biological 

legs and marketing logo in filling pipelines ttmre is a growing and unatis

fled worldvide demand to be serve4 

A general concept of this demnd can be pained in the realization that 

total fot consumption In the world dUring th rest ten years has Increased 

24 percent. Abet& half this increase feeds more mouths and half provides 

mr food ver mouth. LooL At the worldwide trob In n conaptirc1ar 

alooe which in ten years has ncraosed from 66 to 9142 million metric tone. 

Oreins are the basic ingredient of our food supply. Subsistent populations 

consume pain directly, while the more affluent populations consume an 

eer Lucreasing pArt of the grain available to then In the form of animal 

proteins. Thus the 44 percent inrase in grain cons mption reflects not 

only poultion increases but also an upgrading In the quality of world

M'de diets as well ,a inmrovement in uantities, While there to justifi

able concern over the longr term sustenance of the present strong demand 



for our grain exports it iw ell to remember that once people get 4 taste 

of something better they are willing to forego many alternative expendi

turns in the maintenance of newly acoutred habits and testes. It Is also 

well to reamaber that any such efforts to mintain Improved diets extend 

beyond economic considerations. In history it has led to the mas migra

tions of people...to disatroua riots and armed conflict. Thus ve are not 

likely to see a sudden downturn in the growth of the food market. 

Accordingly, domestic food prices will continue to be influenced very much 

by worldwide currents of supvly and deand. 

The sudden eiergence of this worldwide demand Is the result of P 

oeolez o~ination of, may circustances which need to be put in perspeo

tive it we ae to have an appreciation of the present food maret as well 

as wMt the fatur holds. Consequently, it Is well to take a chrooolchical 

loft at the various forces that bave broupgt us vbere we are today. 

Years ago political leaders throughout the world found moore 0rowies 

points" to be gained than lost by the simple tactic of pumping sore 

currency, than their constituents pmped goods, into the iarketplace. The 

tactic of politically ins ired inflation served to mintain eplaoment, 

contributed to prtductivity, arificially enhanced the value of invest

ments, eot inouas on the rise, finced pogular form of social welfare, 

serviced the rising cost of public debt and ontributed to the easy 

liquidation of private debt. The cost in term of rising prices and e

valued savings made Inflation a political beroain - a political neeeasity 

for those who sought to stay in offio. The average oitizen has a unique, 

elf-orLiented way Of looking at inflation. You sce, the increased dollars 

Igt last year for doing W JA wee dese ved and earned. It's only the 

increased dollars j= got that contribute so maob to inflation! 
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The inevitability of continued inflation is given nredence when ycu 
consider that the more affluent nations of the world are politically unable 

and economically unwilling to balance their national budgets, Talk of
 
controlling inflation with taxation may ma:e 
 economic sense, kut not
 

goItIl lU beciuse Sovemments with winifell tax dollar4 at hand
 
are far more Indiscriminate spenders than are taxpayers. 
 Wealth in the
 
hands of governments flous far more 
 freely into the marketplace than wealth 
in the hands of individuals. Inflation is Indeed a great whiping bny, 

While we disoan it we li!:e and continue to demand the things that go with 

it.
 

Inflation, however, ha been but one factor on the scene. 
 I'm unfa
millar with your situation here in Canada but for any years the United
 
States accumulated an unfavorable balance of foreign exchange, 
 In bolster
ing the economies of other nations we gave many dolars away, On top of 
this we imported more goods than we exported, leaving dollars with others, 

7n other words the cheap imrts we coneumoW in past years were partially 
bought on credit -- with promises to eventually exchange goods in the 
future for dollars outstanding. The credit line was good, The dollar 

remained strmg throughot the build-up of an 80 billion dollar LOU, 

About belt of that has accumulated in the past five years. 

Both inflation and the accumulation of unfavorable trade balances 
did such to stimulate economic growth throuahout the world. Never before 
had so many people had so much wealth, particularly in the industrialized 

nations, In the ten years prior to 1972 Industrial wages, which reflect 

the purchasing power of the asses, Increased 63% in the U, 0, and 91% 
In Canada while in Japan they increased 27W, in Holland-Cl7%, in Italy

203 , in Ov4den-68 and in West Oermany,-15%. In practically all nations 
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in America and newly affluent conindustrial wages rose faster than here 

sumers began bidding up the ptica of whatever goods they could get their 

hOds on and food was high o4 the priority list of people who could and 

who wented very such to upgrade their diets. 

for food, the weather-In the face of on unprecedented worldwide demand 

man out on a blacU hat in the Summer of 1972. It was cold end wet in the 

Western hemisphere; hot ant dry in the Eastern. At no time in this cen

tary had grfting conditions the world over been so bad. Even the anchovies 

off the coast of Peru todh a vacation. The Russian wheat crop was 20 

million tons short. Confronting these short supplies was a demand that 

had never been so great, A worldwide food-price crisis was in the making. 

harvests of 1972, confidence in the U. 8.Along with the short cron 

dollar began to deteriorate with each passing day as gold was bid up and 

the dollar down. There was a growing doubt that the United States could 

met its dollar commitments. 

We had large etocks of cereal and feed grains held under government 

loan, a burden eased by a national policy of subsidizing export sales. 

The stage was set for the "Oreat Russian Orain Robbery". The Russians 

They had had poor harvests before, but -Previousbadly needed grain. 


lessons had taught them the dear costs of liouidating liver tock herds,
 

They did not have many cheap dollars, but they did hv. high-priced gold.
 

The U. . had grain, and by virtue of our export-subsidy policy, held over
 

fm cur long years of "excess" supplies, it was cheap grain available at
 

e fins price, It was a good deal for any buyer. You know the story. In
 

the biggest food purchase in history conducted in Agent 007 style, the
 

Russians proceeded to give us a first-class lesson in capitalism. They
 

bought cheap pain with cheap dollars, high-priced gold, and a low interest
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rate loan. Lacking tradin, boards like you have here inCanada we were
 

neophytes in international trade, As the scope of the deal became known, 

prices on the comodity exchanges surged uard, and this in turn stimulated 

speculation. The government was out of the grain business and stocks held 

in Yrivate hands, unlihe government stocks had no price tag creating an 

uncertainty which led to speculative increases in price. 

In the meantime the value of the dollar continued to take a beating 

in world money markets. Late in 1972 the dollar was formally devalued. 

It dropued further and was devalued by 10 "ercent a second time in February, 

1973. Devaluation &load with the removal of certain excise taxes meant 

that buyers in other nations suddenly could buy 20 to 35 percent more of 

our goods at no increase in cost. Almost overnight we found ourselves in 

the export business. 

Domestic prices excloded and economic controls were imposedo not at 

all ineconomic wisdom, but rather inresponse to public opinion, There 

wes no political alternative. The controls did little more than encourage 

the consumption of scarce oods and discourage their production. And with 

world prices rising in relation to domestic markets, export markets became 

nore attractive. Fortunately price controls were short-lived. They were 

defeating their purpose and the political objective of Imposing the con

trolU had been realized. Price controls were removed in time to be saved 

from a general public condemnation. Thus the device was put back in the 

use at soe future date dictated by reemergence ofcooler to be saved for 

political expendiency.
 

There are other members of this weird can of worms. With the build 

uq of inflation political pressures mount for enlarged welfare programs 

such as expanded food stamp programs for low income families and increased 
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Social Security benefits and these have their greatestqdmpaot on food, 

prices$
 

I have tried to bring together somewhat in chronological order the 

complex circumstances conditioning today's food maret. The whole bundle 

of cJrcumstances -- inflation, devaluation, grain deals, worldwide affluence, 

bad weather, economic controls, speculation in gold and commoditiess food 

stamps -- almost defies rational description. 

So far inflation has not treatedus so badly. While we don't like it, 

we are not yet enough concerned to jacrifice many of our endless programs 

of social reform which escalate costs and rastrict cur productive capacity... 

vrograma made possible by an affluence which is, itself, now subject to 

being destroyed by these very programs. Fven so up until 1973 personal 

incomes in the U. 8, rose more rapidly tan prices, but during late 1973 

we got the red light -- prices increased more than personal incomes with 

the result that real purchasing power diminished. This might be an indica

tion that we have taken on more programs than we can afford or it may be 

nothing more than a temporary result of the economic freeze we have had 

on prices, wages, profits, and margins. 

I rather expect what has happened is that continued controls on wages, 

profits, and margins have been effective only in delaying their response; 

that during 1973 we did little more than build up a backlog of pressure 

delayed inflation - that is just now beginning to break loose on us. Should 

prices swing suddenly upward the food retailer will be in for a bit of 

trouble not because of the blame he bears but only because the consumer's 

food dollar lands first in his cash register. While the food retailer owes 

no apology he will always be expected to have ready apology for rising wages 

and costs, for the scarcity of fuel, for the blunders of political leaders; 



yes, even for the bad behavior of the weatherman. Xn times of rising 

prices it is not the destiny of money collectors to be popular.
 

Both increased wage and energy costs will materially increase distri

bution costs in the coming years, and these uill be quickly reflected in
 

higher prices. Wages are by far the largest comnonent of distribution 

costs -- which in turn account for better than half of retail food prices. 

In addition wages and energy costs will have some dampening effect on food
 

Vroduction response to price. Even so, increased food production can be
 

expected. Farmers alitays give greater heed to prices than costs, Their
 

production decisions are based on anticipated prices which are commonly
 

higher than realized prices and on last years costs which are lower than 

materialized costs.
 

The new U. S. food policy has been described by our Department of 

Ariculture as having four simple goals: 1. To produce abundantly for the 

domestic market. 2. To produce for an economic and politically liberated WWI& 

food market. 3. To maintain our dependability as a world supplier of food. 

4. To continue to provide for humanitarian food needs both at home and 

abroad. These are little more than idealisms based on the assumption that 

we will continue to have a growing world marhet for food. There is no 

guarantee of a strong and growing export mar.at. To date we have done no 

more than serve wih n,r si',luses what may well be little more than a 

temporary void in world food needs. Remember we do not sell to others
 

because we want to sell. A vroduct, regardless of its cost, is worth no
 

more than its market. In other words, cur so-called new food policy
 

amounts to little more than a statement of condition -- a statement of 

buyers' convenience. It is a unilateral policy predicated on the assup

tion that there will be a continuing shortage of food in the world with a 
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continuing international demand for the products of American 

farms. 


a typoally agriculturally oriented policy of 
producing without prior
 

While we have alvays done this domestically, 
we
 

commitment of a market, 


need recognize that there is a vast difference 
between the stability of
 

With the increaseddemands.and the reliability of exportdomestic demand 

agricultural production this past year alone 
it is a rather sobering thought
 

if 20
hnpDen to our domestic mar'.et in the State 

to consider what would 

billion dollars worth of agricultural products 
now in export had to find
 

While there is good reason to believe this 
will not
 

a market at home. 

more ire expand our export market 
hap-pen this year, the point is that the 

the more ,iolent movement we can expect in domestic prices 
and the most 

violent of all will be in the bacic co-rmodlties. 

The mcot opportune time to gain future corrmitments 
from foreign 

want to sell. If indeedthey want to buy, not when wre
nations is when 

there was a mistake made in the grain trade vith 
Russia, it was in our
 

failure to negotiate future commitments in fair 
exchange for the impact
 

the deal was to have on our increased productivity. 
Indeed if we are to
 

are to establish any reasonable degree of
 serve the world market, if vie 


price stability in our domestic markets, we must establish 
a food policy
 

protecting our domestic marlets from extremes in 
both shortages and sur-


Some
 
pluses arising out of our new involvement in International 

trade. 


modified form of a worldwide futures marLet may well 
offer a practical
 

means of minimizing the involvement of governments. 
While this is not
 

the Tilace to spell out the details of such a plan I submit 
that the
 

development of such a workable policy is both vital 
and urgent to the
 

If the food profood economies of both the United States and Canada. 


ducing resources of the world are to be used, as they must 
be, to feed
 



- 13

the people of the world, we must through policy formulation develop the
 

mechanism through which the beneficiaries of food production share reason

ably in the risks of food production. 

Having now climbed the ivory tower to near its peak it is time to 

return to the realities of the multinational pol;er game to which we are 

now very much comited. The bet we have is that the channels of world 

food trade will be kept open by the pressure of the citizenry of different 

nations which in recent years has acquired ner food tastes and habits, has 

uvgraded diets and has begun to cultivate a taste for' high animal protein 

foods. We are betting that this pressure will do much to outweigh the 

eternal urge for national self-sufficiency. Even though worldwide afflu

ence at times will dwindle there is good reason to believe that expendi

tures for these newly acquired food tastes and habits will be among the 

last to be cut. 

Now what does all this mean to the food merchant served by you? In 

auick summary it means that food prices will continue to be unstable. In 

general the food price trend will continue to surge upward but at certain 

times there will be substantial declines for certain products. The forces 

of demand will increasingly overshadow the forces of supply in price 

making. Consumers will be increasingly sensitive to price changes. We 

may never again have the relative stability of food prices we once enjoyed. 

This means that price specialing will have a greater impact on shoppers 

and on their choice of stores. It means that there willl be more ahopper 

Skimming of specials and more multiple-stop shopping. To maintain margins 

lnd profits retailers will need to exercise greater. care in the selection 

and pricing of their specials. 



Price competition in food retailing will become more genuine, The 

retailer long has focused his competitive advertisig on price, ihot sO 
much.because of. its importance but rather .becaUse price.'. contrasted 

" ... can be precisel quantified and thus made credibleinwith otherappeals, 
. .an : •..
wit o als. .. ; eci . .. •. 

the consumer mind. Also the price-appeal is strong, because prices are ever 
changingand change makes news. This takes on added significance consider

* ing that food-prices are-destined to be more erratic withthe passing of 

time. 

Fluctuating prices with an upward-trend characteristic makes it impe.

tive that greater heed be given price management. There is not only the 

external problem of keeping prices relevant to competition but also the 

internal problem of keeping prices, current and accurate. The importance 

of this is indicated by a recent study of retail food pricing in which it 

was found that shelf prices were in error on 10 percent of all items in 

the store.. Because the study was made when prices were generally rising 

most errors resulted in underpricing. Ott of 378 direct delivered items, 

18 percent were underpriced. Underpricing of these items was being used to 

expedite movement and deprive the retailer of his expected margin. Even 

though labor is costly and difficult .to manage preciseness in pricing .should 

*not be sacrificed, 

Perhaps the most, difficult adjustment: the retailer has to make is the 

*shedding of preconceived, fixed notions"about, what the consumer wants., 

Fixed ideas about psychological prices, multiple pricing, maximum size 

units and the like are being shattered each day. Food retailing is a .new 

ball game and as one retailer recently, said, "Everything I seem to have. 

learned the past ten years is suddenly out the..window." The danger now 

lies in listening too much to what the customer says-rather than .observing 

and basing decision on what she does.' 



Another development not to be ignored is that there seems to be a 

brealt in the trend toward eating away from home. As away-from-home eaters 

return to the Ritchen not only will store sales improve but also there will 

be a material change in the nature of those sales. There promises to be 

a new surge in demand for convenience foods at the very same time other
 

shoppers are seeking to reduce their food costs by turning away from such
 
foods. 
Deli operations will increasingly serve to fit into the pattern
 

of serving displaced institutional eaters and those who will do an increas

ing amount of entertaining at home. Those in the food business who respond
 

appropriately to the growing dichotomy of the new food market should enjoy
 

good earnings and growth. 

Success will come to those who are in position to make quick adjust

ments to rapidly changing conditions, to those who tighten up their 

management of inventories, to those who appropriately hedge their price 

risks and control their costs, to those who learn how to live with all 

the unpredictable forces affecting the growing worldwide demand for food'. 




