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PREFACE

L]
1. The purpose of this report is fo consgider an irtegrated approach
to policy making in the food-policy sector. It notes that there is =
growing swareness in JECD couniries of the need to view the vhole
range of activities relating %o food as one system and to recognise
tre interdependencies of this systemr with the national and inter-
natioral econcmies, Thus food policy is viewed as & government stra-
tegy that provides a more comprehensive framework in wnich policy rea-
sures can 2e developed and assessed.

= The report examines the developmens of +the changes in poliby’re—
lationghips for tThe food econemy(l} in OECD countries. While a num-
ber of issues are considered there are three main areas wiaich would
seem to be of particular importance: inlerrelationships among differ-
ent sectors of the econowmy, transparency cf pelicies, and the admini-
strative and political framework within which pelicies are conceived
and implemented.

3. foncerning interrelationships among different sectors, pelicies

intreduced in the food economy can nave effects on other sectors of
the econemy and, perhnaps even mere impertantly, policies dirscted
primarily at other sectors or at the economy 2s a whole can have wery
narkxed effects on the feood ecomemy. The food policy approach is in-
tended ic help clarify this aspect of policy-making by considering
trhe cverall effects of policies,

A, Iransparency is streased as an important issue in thiz report,
as has been the case with other recen®t CECD documents, especially in
the field of positive adjustment policies,{2) It is suggested thas
a major principle should be the keeping of access te informazion
about the nature and performance of Government policies as open as
possidle, especially when particalar interesT groups are invelved,
Regular review procedures, preparation of impact statements and
thorcugh public sector accounts are reievant in this regerd. It is
also emprasized that Governments should aim for implementation of
policies by means of measures whick are framed in as straightfcrward

1) Fér a description of what is meant by "food economy" see para-
graphs 1,5 and 2.18 of this report.

2} See in particular: OECD, The Case for Positive #Adjusiment
Pollcies, Paris, June 1979, page o, DAragreod & (11.], DB. 66-67,
paragraph 25 and pp. 90-93, paragraphs 37-43,




ard simple a manrer as possible and which are relatively easy to asgess
in cos*t-benefit terms; choice of irnstruments which nave direct ratrner
than indirect effects, For example, is imporitant in this context.

5. Most important of all, in many ways, is the polizical and adwmini-
strative framework within which focd pelicy decisions ave made and
implemented, The food pelicy approach recognises that <here are com~

veting pressures exerted on pelicy makers and aims, by viewing the
food economy as a waole, to aveid the undesirable consequences of a
fragmented apprcach. It is suggested that cne means of achieving

thig aim is to atzenpt to include & wider range of interests in the
foed policy making process, perhaps by the establishment of a formal
procedure of some kind {(as has already been attempted in some coun-
tries), together with explicit consideration -of the overall costs and
benefits of policles to »e introduced. It is felt to be particularly
irportent to avoid <he introduction of narrow measures catering to
special groups (as has all too often cccurred in the past); amongst
cther things, such measurez tend fto entrench the claims of these
special groups and can thereby give rige <o a new set of pressures
oppesed to their removal {including a certazin izertia from the burezu-
cracy itself).

£, In the lignt of the changing nature of the focd economy and
attitudes teo food, as well as the severe deoubte that often exist

ajout the relevance of even %tre deciared chjectives of polley, ang
given =he increasing complexity of interrelaiicnships at the secicral,
national and international levels of fhe food economy, it is considered
vital to guestion traditiomal approaches to food peolicy and argue that
a re-appraisal, in 2 wider coxntext, should take place. It ig hkoped
that the issues explored in some detsil in this report wlll assist in
the achievement of such a re- apvra1sa1



INTRODUCTICK - THE CONCEPT CF FCCD PCLICY

1. Basic concepzs

1.2 wWork on the topics raised in this report on food policy began
foilloving a Heeting of the Uonmmiitee for Agriculiure at Ministerial
level, on 9th and 1C0th Felruary, 1%78. S3Several dccuments pregared in
+he Secretariat were considered at subseguent Committee discusslons.
Wwork on the food economy Ls being pursued in two parallel acilvities -
ore in the area of focod policy and the ofther In augmnenting work that
begar ir 1972 on foo? syswems.{l) A report or trne impact of muitina-
ticnal enterprises cor national scientific and ftechnological capacity
within the Directorate for Science, Technology and Indusiry, congi-
dered many aspects of the indusitry, including its upsirear and down-
stream relationshins with agriculture and digtribution respectively.

1.2 Heore and more, OECD countiries are coming To view the whole range
of activities relating to food as one sysien. However, at the pelicy
level, the term "feod policy" has been given ¢ifferent interprezaiions
reflecting the dominant priorizties of gevermments at different times.
Before defining the concept of "food wpolicy" as used in this reporsz,
it would be useful to clarify the meaning of waricus other terms used,
and to consider some alternative interprezations of "food policy™.

1.3 "Food" is used as a collective terwm for the end products that
consuters buy to eat or drink. '"Food" is considered noT merely as a
22lecticn of inputs To satisfy numan nutritiornal requirenents, but

1) In 1872, food systems work began witn studies on the structure
and efficiency of the milk and bteef chains, Meore recently, it
ras dealt with issues relating to the efficiency of food chains
in general ~ i.e. price formatlion and margins Jor food products,
Relevant documenis inciude:

QECD Publications
- Cnanges in Srocessing and Distributicn of Milk and Milk Products:
A Challenge to Farmers
. Volume 1 - France, the Wetherlands, Switzerlané (1973)
, Volume 2 - Denmark, tze Unized Xingdom, the United 3tates,
New Zealand; General Report {1G74}
- Towards a More Efficient Beef Chain (1977)
- 8tructure, Perfcrmance and Prospects of the Beef Crain (1978)

Tozcument for sale
- OECD Feod margins analysis: alcg, metnods end uses, Paris, 1581.




ailso as possessing a multidimensional set of attributes satisfying a
range of consumer dewands; for example, taste, appearance, choice,
noyelty, converience, entertainmert, stztus ard security.{1}

1.4 By contrest, products typleally secld by farmers, like cattle and
grain, are classified not as food, but as "commodities" or "induszrial
inputs'", ever though they may eventually be componenis of food,
Aliwmough ix many cases "fcoa" and "commeaity" items are physically
itdentical (for example, fresh fruits end vegetables, eggs}, they are
defined as "commocdities" at the farm gate level since they will mostly
e treansvorted, packaged and distributed tefore heing wought by final

CONSLNErS.,

1.5 The "food econcny" refers tc the set of activities and relation-
ships that Interact to determine what, how much, by what method and fer
whor: food is produced. The food ecoromy 18 & sub-set of Tthe overall
national and international egonomy. This set of activities involves a
corplex set of operatiens and transformaticns of imputs which wlti-
mately results In feod being presented to corsumers, Tre sei of acti-
vities incorporated within the food economy may also be referred to as
the "food system", "food chain" or "food sector®(?2) and are broadly

synonyweus with each other. (3)

1,6 The concept of "food pelicy™ has varied through time and between
countries, Whilst 2t has rarely, if ever, comprised a scle okjeczive,
it has nevertheless reflected the domizant priorities ard objectives
of governments at various times. Trne following paragraphs in this
chapter are invended to explain the concept of "food policy" asg used
in this report. )

2. Higtorical cverview since World War IZT

1,7 During World wWar II anrnd in %the years immediately following, =

a dominant chjective was to increase food suvplies in order to achieve
adequate levels of nuirition in a situation in which there was consi-
jerable pressure on economic resources.(4) In some countries it was
rot only the overall ievel of food supplies that was the object of ex-
pansion but also an acceptable distribution of those supplies amongsi
whe population.

1) The multidimensicral properties of commedities ig an important
aspect analysed in: K. Lancas%ter, A New Approach to Congumer
Theory, Journa: of Felitical Zeonomy, volume /4, 1998, pp. 132-157.

) TFood system", "food chain" or "foed sector" may be alzc termed

"agro-food chain®” or M"agro-Ffood sector™.,

In tnis report only brief reference is made to fish; whilst fish

production and consumption are important in several O0ECD countries,

g detailed examination of the fishing irdustry would require more

congideration than can be aittempted here,

4) It should e ncted that the history ¢f such policies goes hack wuch

eariisr than World War IT in many countries.

ra
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1.8 The expsnsion of food supplies was achieved by policies eacoura-
ging the expansion of domestic production and trade, whilast effective
demand was exwpanded as a result of increasges in incomes and, more
directly, influenced by a variety of pelicies such as rationing, wel-
fare programmés and food subsidies. However, during a period of ‘Lime
when exchange rates were filxed by internabional agreement, lhe achieve-
ment of an improvement in the current account of the balance of pay-
ments was frequently an important economic objective. The stimulation
of exports and/or the vestriction of imports of agricultursl commodi-
ties was viewed as a means to avoid balance-of-payments deficits. 1In
addition, the experience of war-time shorfages emphasgized the strale-
-gic ohjective of increazing domestic food supplies in many countries.

1.9 The favourable economic conditioens facing CECN countriez in the
quarter century since World War IT resulted in a steady increase

in ecopnomic growbh and standards of living which had important
implicaticona for the agricultural sector. The rate of agricul-

tural expansion was facilitated by the application of technological
developments largely genecrated outside the farm sector and by the gra-
dual process of farm restructuring and enlargement. 1The rate of con-
sunplion of agricultural commoditiez in ORCD countries ftended to in-
crease relatively slowly as a conSequence of the glow rise in popula-
tion growth, the relatively high per capita levels of food comsumption
and, in some countries, high price policies for the agricultural

sector,

1.10 The resulting "adjustment problem" arosc from the pressures on
the agricultural sectors in some countries to become smalier in con-
Junction with the relative immobility of zome resources employed in
agricul ture (because of their low opportunity costs), which in turn
led to relatively low incomes compared to other sectors in the economy,.
Thus there was pressure to ralse preducer incomes voiced by politi-
cally powerful lcobbies in some countries, Lto achieve a smooth adjust-
meni of resources, and to mpaintain an acceptable rural-urban balance
in society.(L) Here, "food policy™ became identified with "farm
policy"., This objective frequently implied an expansion of domestlic
agriculture princlpally intended to achieve production level goals,
thus contrasting with the earlier expansion in so far as that was
principally intended to achicve consumption level goals. In a period
of relative abundance of food supplies, the measures invariably in-
volved a combination of export promotion and/or import restriction

mMeEasures.,.

1) The desire o maintain social balance betwsen the urban end rural
areas was an important element of farm policy in many couniries
resulting in specisl measures to gpecific types of farming and
regions.

11



1.11 ZIm the 1%%0s, factors such as the dismantliineg of the fixed ex-
change rate system and increased threats ¢f protection created a radi-
cally different context for policy by comparison with earlier wyears,
The gconomic preblems that emerged, such a2z the sharp rise and insta-
Bility in commedity prices in the early seventies, periodic increases
ir oil priceg, the increase in rates of inflastion and unemployment and
<he general glowdown in eccnomic growsh, were associated with a less
certain Iinternaticnal political climate. These developmentes placed
great strain on internatisnal instituticns which, 42 a conseguence,
were presenced with greater chellenges then in the more comfortable
earlier pericd. Agains®t This background, "food pelicy" kecame more
clogely identified with "food security! and with macro-economic policy
implications of inflation. The political sensitivity of retail price
increases and the significant food price curponent of refail price
indices iled many governments o atitenpt te hold down consumer food
prices and thus, it was believed, retail prices.{i} Particularly for
the food importing countries, increased self-sufficlency was given
greaver pricrity whilst, In general, a variety of subsidies and con-
trols were erploved with the sim cf minimising consumer food price
increases,

1,22 Meore gradually and over a leong period of tixe developments in
the food economy have added new dimensiocns tc the concept of "food
velicy", One important group of developmnents concerns the use in

focd processing and menufacturing of a wide range cof preserving tech-
nigues, additives and packeging materigls. This development, +together
with chemical additives used in plant and livestocx production in the
agricultural sector, has contributed ftc increased concern and legisla-
tion relating <o the safety of foods ccnsumed. An important arez of
consumer prcotecticn legislation has developed in the areas of food
labeliling, weignt control and adveriising., The conirol of the condi-
tioneg in which food is prepared and sold, in particular iIn the Iarger-
scale continucus processes {(food processing and manufacturirg plants,
irstituticonal, airlire arnd tourist catering}, have added anctrher area
to post-war "food nolicy™. ’

1.1% 7The gezneral achievement of high siandards of living - ilncreased
leisure and mokility, rather more sedentary life-siyles, and adequate
minimum levels of nutritional inteke in J2ECD countries have Zed to
scre concern about the relationships beTween diet and disease.
Aitrnough the evidence 15 not cenclusive and is widely debazted, parti-
cularly in medical Zournals, governments are becoming nmore sensitive
5 this aspect of “food policy®, particulariy if resource costs (and
government finance) could be lowered with a heal=thier populaticn.

1} The relationship between focd prices and inflation is examired,
inter alia, in the work om food prices and margins being done
within the Directorate for Agriculture, O0ECI.
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Turthermore, technological developments and restructuring of agricui-
ture in trne process of esconomic developmens has led to more attention
to the environmental and ecolegical aspects cof producticn. The poten-
tial conflict betweesn the use of resources to provide agricultural
comrcdities and their use as z& source of enjoyment for the urvan and
touriss population, fogether with greater concern for animal welifare,
are besoming more imperiant issues o an educeted ang affluent
popuiation.

1.14 Within the food economy, developments and relationships between
its component parts nave changed rapidly, wish implications for con-
tractual and bargaining relationships, the level and lccation of
empioyment of labour and capltal and responsiveness to changes in
other parts cf the system and —wo outeide influences., The issues that
arise from a consideration of the changing relationshizs within the
focd system end between 1t and the rest of the economy are fundamental
to the wider concep: of Vfood policy!,

1.15 The digcussion ¢f the concepts of fcod poliey considered above
has been witain The context cf national economic and secial policy.
However, food policy can alsc be considered as an element in foreign
policy. The expori poiential eand import requirsments for basic
agriciltural ccrmmodities of ccocuntries within the OECI and the oversll
net export potential sf +he CECT countries in nmajor, basic agrisui-
tural commeocities n2as resuliited in agricultural trade being erpleyed
at tires to further foreign policy goals. The reconsiruction of
Turope after the Second World War, food aid {and assistance in agri-
cultural development) andé eccnomic sanctions dnvelving ressricticons
on Zcod exports are prime examples of tnhis link. However, <the use of
export restrictions in pursult of foreign policy goals dramatically
emprasizes the potential costs involved to the exporting countries,
and in particular to thelir producers.

1.5 The preceding discussion of some interpretations of "food
policy has emphesized the Increasingly wide range of issues that
can Te considered within its ambit, It has also indicated that
dominant issues in the past zave largely determined the interpreta-
tion of food pelicy, and, by implication, acknowledges that different
countries will express'different créers of preferences for those
domineat issues, Finally, whilst poliey influerces ithe econcmic
ervirenment in wihich consumers and producers maxe their decisions,
changes irn that enviromment will also influence the response of
interest groups and policy makers. The precess must be considered
as a dyramic one in which there is continual interaction and

re-~action,



3. Zood meolicy approach

1.17 Tre term "food policy" describes a balancec governmert strategy
regarding the food economy, which takes account of the inter-
relaticnships within the food sector and hetween it and the rest of
the naticnal and interrnaticnal econcmy. In the interpretation given
here, there are five major characteristics of the applicationt of this
sTrategy:

- it deals with The fcod economy as a whole;

- it recognises the systematic nature 9f the focd chain, as well
a5 the growth of links heiween the fcocd sector and the rest of
the naiticnal and international eccnomys;

- it acknowledges that the pursuit of alternative goals generally
irvolves trade-offs;

- it explicitly considers diverse interes% groups in the policy-
making processs

- it accepts that the crdering cf priorities within food wmolicy
édiffers beiween ccuniries and =hrough time,

1,18 One of the most important features of this new understandiang of
fooé policy is that tre focod economy is considered as a whole. The
areas i% covers include not only agrisultural preductior, but also the
input industries supplying agriculture,(1l) food processing and manu-
facturing, distribution and marketing, trade and consumptlion. This,
in turn, implies the involvement of varicus ministries and depariments
with responsibilities relasting o particular areas of the feood system,
Matters concerned with agriculiural production are the responsibility
cf ministries or departments of zgriculture; responsibiliiies for con-
sumer protection are frequently split between ministries or depart-
rents of agriculture, nsalth and commerce while food exports ard im-
ports may be the responsikbility of ministries or depariments of agri-
culture, custeoms, trade and health. In addition, ministries or
departments of irdustry, employment and enviromment all have some
irterest in the feood economy. Finally ministries or departrents of
economics and finance are concerned with the economic and financial
irplications of peolicies pursued, The fragmentation of responsibili-
ties amongst ministries and departments corncerned with the food

"1) Although in principle the food economy includes the input indus-
tries supprlying agriculture, because of the difficulties in obtain-
ing comparative daita this report does net go inte very much detail
on these sectors. MNevertheless, it should he noted that important
influences may be exerted on the agricultural sector by industries
such as the farm chemicals and machinery industries, It might alsc
e noted that the Ad Hee Group on Animal Feeding of the Committee
for Agriculsure is currently examining an extensive study on the
animal feeding question.



econory encourages narrow and partial approaches te provlems and incon-
siztencies between, for example, the trade orientated departments and
the regulatory organisaticons or between ministries which side with the
preducers arnd thoge concerned with the consumer and <he environment;
moreover, ihere is strong competition for those rescurces from spend-
ing depariments concerned only Qith their own areas of activity. The
feod policy approach 1s an atlempt to view the food econemy as a whole
ant thus assess the coverall implicatione of peiicies,

1.19 Recogniticon of links Detween the component parts of the foog
ecoenery leads neturaliy to recognition of similar links hetween Lthe
food economy and the rest of the national and international eccromy.
Policies concerning the food economy are interwoven with pelicies
reiating to empleyment, regions, research and extension, finance and
morey, and trade. Conseguently, policles relating to the food economy
have a wider impact (insofar as they alter the allocation of resources

ithir the econemy) whilst, similarly, policies nct directed at the
food economy have an impact on “hat system also., Yet frequentiy it is
or:ly the most :immediste and primary effects of policies that are
considered.

1.20 Food policy involves a broad range of often conflicting goals
withir the foeod eceonory. In additien, as has ween described earlier,
focod -policy may D2 reguired to contribute to objectives of a macro-
econcmic character outside the food economy. Turther, one vbolicy
instrurent may be asked tc achieve a range of goals. Thus, for exam-
ple, *he manipulavtion of agricultural commedity prices may be enployed
t¢ simultaneousiy seex to achieve: (a) adeguate incomes for farm vIro-
ducers; (b} a level of domestic production sufficient for supply
security; (¢) a reasonable level of food prices t¢ consumers;

(@) Talanced regicnal development; and (e) optimal resource alicca-
ticn setween c¢ifferent sectors. AT The same time, governoienss may
wisn thne food economy to maintalin the guality of tne rural environ-
ment, contribute to the balance of payments, waintain the health of
the population and insure against emefgencies through sufficient
capacizy for production and storage.

1.21 The food peolicy appreoach emphasizes hoth the interdependencies
within the food sconomy and between if and the rest of the economy
koth a2t the peolicy level and in practice. It must therefore reflect
the compromises implicit in the simulfaneocus pursuit of several objec-
tives, The balsnces that are evenritually struck reflect political
priorities but Judgements invelving the effectiveness and the evalua-~
tion of the instruments emploved reguire open consideration and debate,
1.22 The food policy approach recognises the cowpeting views and
claims impesed on pelicy-makers. Eowever, by reccognising those claims
andé zeitting them In the context of the food econcnmy as a whole, sonme
of the less desirahle consequences of a fragmented approach may ke

15



avolded., Experience suggests that when administiretive responaibili-
ties are fragmented, narrow meagures tallored te the demands of parti-
cular groups tend to proliferate. One danger of narrow measures is
that they tend to persist Jong after their original purpose has become
irrelevant., This is because selective measures tend to entrench the
claims of particular interest groups and thereby give rise to new
pressures opposing their removal. Such pressures can arise both from
the group to whose benefit the meassures were first directed, and also
from a2 turcaucratic tendency to maintain the administrative status
gue. A further danger is that the unin ended secondary or indirect
effects of one policy measure may lead teo a new measure intended to
compensale el ewhere. Far from resforiug a balance, this leads to
greater financial cost, more complex administration and increasingly
difficult evaluation of cost-effecliveness. Thus the proliferation

of individual interventions, each apparently gulite minor, leads to a
steady increase in interventions and in the number and size of dis-
tortions in the allovcation of rescurces. Tn addition, uncertainty
about whether the plece-meal removal of any one of the interacting
interventions would lead to a net improvement, can itself hamper

reform.

1.23 A number of jmpoeriant international aspects are central to Llhe
food polley approach and concern the OFCL countries as a group, One
woell-established zet of issues relates to the changing level and loca-
tion of agricultural and food preduction both within and outside the
OBCD area and the implications of this for trade. 1In this connection
it is noted that in most cases trade is in ihe form of the basic agri-
cultural products, altheugh there is an increasing trend towards trade
in products with some degree of elaboration, Anolher set of issues
concerns the instability of agricultural and food supplies and prices.
Therefore governnments have become increasingly interested in the func-
tioning of international commodity markets and the international im-
plications of domestic food peolicies. A general response to instabi-
lity has been the increased levels of self-suffiency of major agricul-
tural commodities which have resulied in severe pressures of over-
supply in some markets and changes in the direction of the inter-
national allocation of agricultural resources, It must also be remem-
bered that 1t is not only domesiic producers and governments which in-
fluence these trade related questions but also that multi-national
groups can play an important part in relation to changes in trade
flows apd the development of trade in agricultural commoditles,

1.24 Moreover, the food policy approach also draws attention to the
important linkages between the financial markets and the commodity
markets and therefore between the various economic policies. The
movement towards a system of flexible exchange rates in the presence
of a well-integrated international capital market establishes
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a direct lirnk between monetary poliecy, exchange rates and Srade, This
linkage, together with the instability of monetary policy has been an
important source of instability in international commodity markets in
the 1970s5. The adoption of the food policy approach at both thne domes-
tic and internaticnal levels may thus contribute to a greater mutual
understanding and may highlight new avenues of co-operation,

1.25 The context in which agricultural and food policies are fermula-
ted is changing. Many of the changes appear fto be pervasive and long-
run in nature., These changes are considered in the follcowing chapter,
but may be summarised ss the creation of an industrizalised and commer-
cialised foeod system, 1nvolving groups of specialists, producing a
wide range of complex food-stuffs, closely integrated with the rest

of the economy and te which agricultural production is contributing a
decreasing share of value added. In this context it is sensible to
develop an approach to policy formation that takes account not only
of the present nature of the food system, but also of The implications
of changes which are already occuring., This is an essential element
ir the food policy spproach.
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11

THE CHAKRGING NATURE OF THE FOOD ECONCMY

2,1 As discussed iz the preceding chapter it is considered necessary
for policy makers to take a bread view of the food system, having in

mind the interdependencies of The wvarious elements in that system and
its changing nature, These factors are examined in some detail in the

following paragraphs,

1. Irnteroreting datz on the food economy

.2 The food economies in OECD countries are consiantly eveiving but
the availablie dais are not sufficiently detailed to disclose many of
the impertant developments such as the changing Ifuncticng of the com-
Tonent secTors in the system and the range and guality of the goods
rreduced,

es for official data collection armd ciassificaTion aave
rct always kept pace with the developments, Figures of annual sales
of trhe feood manufsoturing secior, for exampls, may change due o
ciranges in the types of products Dought by congumers, or changes in
e nuaber or wyze of funcitlons cornducted by the firms or establish-
nents from which =ztatistics are ooilected, (i) 4 rise in the wvalue of
sa~es by Tood menufzsturers might e due to a tendency for such
busineszes to undertake nmore of thelr own transpoeri or warehcocusing
than Telore. Such changes will nst ailways be accompanied by a fun-
damental chiange in tie food cofifered tc comsumers or in the type of

processes te wiich fary products are subjeczed.

2.4 In the following paragraphs some avallablie data are cizef to
hele guantify a descripticn of the fcod economies of JECD couniries.
However, the data should be interpresed as indicating oniy orders of
mammitude and directions of crange since in gome czses they sre noi
strictly comparable between countries and the comgariscns may be

*) The entire outpu® of firms or establishments is usually attri-
buted, in official statistics, to the dominant activity ggnductec
by them. Furshermore, the guality of output can alter without
there being 2 change in its statistical classification.
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influenced by *the yeers chosen insofar as there are cyclical and vear-
<c-yezr fiuctuations in the wariadles. {1}

2. rmoortance of the food economy

i} Expenditure on food

2.2 Food is 2 major component of housencld expenditure in O0ECD coun-
tries, In 1877 expeaditure on focd, beverages ané tobacco represenied
hetweer cne-guarter and one-third of privase final consumption expen-
diture and betweer 12 and L8 per cent of GDP in many JECD countries,
altzough in some countries the proportion was well outiside this range.
Tre average annzal compound rate of growth in foed product experditure,
measured at consiant prices, beftween 19%8 and 1977 was generally te-
tween 2.5 and 3.5 rer cent in OECD counwtries, although it lies ocutside
this range in several countries. In all countries the rate of growth
of food expenditure over The review period has been lezss - in some
countries significantly so - than the rate cof growth of total privaze
firal ccnsumers! expenditure (see Table ). Ixpenditure on food rre-
ducts cdeclined as a propertion of total expenditure in all CECD coun~
tries oetween 1968 and 1578.{2)

2.6 However, the figures in Table 1 do =not include food products con-
sumed in restaurants, cafes and hotels or institutional food consump-
tion. Goverrment expenditure on food preoducts through such activities
as scheool luncqh programmes i1z the United States, Japan and the United

Kingdea are alsgo excluded, Eecause general services provided by
goverrments differ over time and hetween countries, available statis-
tics orn private final consumption expenditure are strictly not com-
parable, This is significant In that the growth of consumption has
probably Deen greatest in tne areas currently excluded. Fowever,
over time, the development of "convenience foods! haz resulted in a
shift in functicns away from households fowards food husineszes.
Heousehold functions Invelved ixn focd preparation are net inciuded in
+he statistics, whereas business functions are included. Therefore,
some of the consumption expendifture on food preducts represents this
transfer of function, as does parit of the expenditure on thozse food
products currently excluded from this category.

2.7 The data for private consumpiion expenditure by households
includes indirect taxes and subsidies. fs the incidence of Taxes
{especially on alcodhoiic beverages and tobacec) and of subsidies

1) The data, of course, refer to variables and trends in those
varishles within a context which inecludes market forces and policy
influences; the 1at*er aspect should he pariicularly noted in, for

exanple, trade dat
2} Reference years ”1968” and "i9787 in Table 1 are not guite accurete

becauge ¢f daTa Zimitaticns. See note {(a) tc Table 1.
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{especiaily on food) varied between countries and over time, this must
te borne in mind in any comparison of the figures.

i} Employment
2.8 The food economy is an important source of employment. For JFECD
countries broadly comparable statistics are available for the agricul-
tural and focd, beverage and tobaceo manufacturing sectors. (see
Tghle 2,) Although the share of agricultural employment in civilian
enpleoymens varies consideratly Tetween countries, over the period from
1968 to 1978 it fell sigrificantly, as elmost one quarter of the agri-
cultural population in 1968 nad left agriculture »y 1978. In general,
the share of employment in the manufacture of food, beverages and
tovacco is muen amaller thap in agriculture; only a slight decline in
numbers, employed in the whole JECD grea occurred bhetween 1968 and
1978 and, generally, less variation was shown In shares between coun-
tries compared to agricultural employment. (1)

2.9 In vhe United States in 1978, the four wmajor compeonents of the
food economy empleyed 1C.8 per cent of the total labour force, (2}
Agriculture, forestry and fishing employed 3.4 millicn (3.3 per cent)i
processing of food and kindred products emploved 1.7 million (5,6 per
cent); reitail focd stores emploved 2.1 million (2.0 per cent): ard
eazing and drirzkirg places emploved 3.9 million (2.8 per cent). 1In
Japan, approximately 13 million or nearly one-guarter of the total
lakour force was engaged in the production, processing, wholesaling
and fetailing of agricultural products and food in 1975. In 1978 the
food processing indussries accounited for 10.3 per cent of the labour
force of manufaciuring industry, and food retailers accounted for
36.1 per cent of the totazl labour force in the retail section.(3)

Ir France, the food system employed 4.2 million, or 19 per cent of
the total labour forece in 1975, of which agriculture, forestry and
fishing accounted for approximately 11 per cent.{%} ZIr Germany, <he
labour force in agriculture, hunting, forestry and fishing (1.7 mil-
lion) and in feood processing, manufacturing and distribvution (inclu-
ding restaurants) (2.3 million) together accounted for 15 per cent

of *total employed latour in 1976.{5} Irn Zhe United Xingdom, the

food economy, fron upsirearm industries supplying the agriculifural
sector to the downstream sectors of hotels, resfaurants, caterers

and public houses employved some 3 million persons in 1978,

1) However, withirn the CECD area the employmerT trends varied between
decreases of over 14 ver cent in employment between 1963 and 1978
in Belgium, the Ne,“erlands, Sweden and Switzerland to increases
of over 20 per cent in Greece, Iceland, Spaln and Tur%ey

2) U.8. deoarunet, af Commerce, Bureasu of the Census, StatisTtical
Anstract of the Jn_;ed States, 19?8

2y CeCh, Feod Po.lcy ixn Japan, Pa is 1981.

4 uoseph Zlatzmarnn - Liagriculture francaise, Paris 1978, p, 52.

5) OECD, Food Policy in The Federal Hepublic of Germany, Faris, 1981.
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Table 1

SHARE OF FOOD IN PRIVATE CONSUMI™TON EXPENDITURE IMN OECD COUNTRIES 1968 AND 1978

{Percentages)

Food, Beverages and Tcobacco
az a Froportlion of Private

Average Annual Growth

in Food Expenditure

Average Anrual Growlh in
Total Frivate Final

Country(a) Final Consumption Bxpendi- at Constant Prices, Consumers! Expenditure
ture at Current l'rices {(b)(c) at Constant Prices {b)(c)
1968 1978
(1) (i1} (111} (1v) (v)
Canada 22.5 20.8 3.3(a) (1971} h.7 {1971)
United States 18.7 16,3 1.3 3.6
Japan {1970 apd 1978) 29.8 25.5 BAEeg 5.6
Australia {1967 and 1977) 0.5 25.3 3.2(d) (1974/75) 4,1 1974475)
tustria (1967 and 1977) 6.4 26.8 2.3 1964 L6 1964
Belgium Z1.7 25,4 1.9 1975 4.1 197%
Denmark 3.4 27.5 0.6 2.9
Finland {1967 and 1977) 37.2 35.2 1.9 4.0
France (1970 and 1978) 27.1 23.1 2.0 W
Germany 32,1 26.5 2.6{1L} L0
Creece 45,3 41,31 2.9 5.7 )
Teeland }1967 and 19733 30.0 28,2 5.6 {1969) 6.5 {1969)
lreland (1970 and 1976 4605 4,8 ¢.Q 2.7
Italy {1970 and 1978} 9.0 Fh.b 1.6 . 2.6
Luxembourg (1970 and 1977} 28.1 23,6 1.1 : 1n.4a. .
Hetherlands 3.4 22.1 2.1{g) (1975 4.2(g) {197
Norway 31.8 26.9 2.0 {1975 3.8 1975
Fortugal {1.967 and 1976} 55,1 30.1 3,6 1963 8.1 196%
Spain (1970 and 1977) 36,9 3.8 3.9{e) 5.0
Sweden 29.5 26.5 0.8 {19757 1.8 {1975)
Switzerland 2.4 28.3 2.5 2.? )
United Kingdom {1967 and 1977) 34,5 31.9 0.2 {(1975) 1.5 {1975}

n.a. Data not available.

a) Data for 1968 and 1978 unless otherwise indicated,
calculated in national currencies.
b) Compound percenta%e growth rate over poriod shown in

colunms {ii) and (iii).

Source:

OECD, National Accounts of OECD Countriea

1961 -"T978, Paris 1980; and National sources,

[ =T +]

]

Faod,

1969 - 1978,

Constant 1970 prices unless otherwise indicated.
Food and non-alcoholle beverages.

drink and tobacco.
Food and drink.



representing 13 per cent of the total worxing population. Of thkat
nunber, less than 0.7 millicn were directly employed in agriculture.(l)

2,10 Whilst overall employment in The Iood econcmy has generally de-
clined over vime mostly due to tnme large excdus from the agricultural
sector bHut also due to concentration and ratioralisation in post-farr
sectors, the relative weight within the food system of agricultural
employment has declined, Predictably the food system tends to he dis-
trivuted more widely among various reglioms than many otkher industries
and has generally increased in areas associaTed with leisure and trawvel
{hotels, restaurants, clubs, airline catering, for example),.{2). It

iz alsc a major scurce of female empioyment.

iii) Trade
2,11 Trade in agricultural and fcod products, as well as in products
of the input supplying industries such as chenmicals, machinery, tech-
rology and knowledge, is important botn within The CECD area and be-
tween OECD countries and the rest of the world. The direection, wveolume
and composition of trade is deternired ®y the relative demestic pro-
duczion and consumpiicn capacities and relative production costs, as
well as the costs of transport ané access to markeis, In some ¢oun-
tries, tne share of agricultural and food exports ip total gross ex-
vorts ig 40 to 50 per cent or higher {Kew Zealand, Igeland, Ireland

and Turkey). Sone countries have registered a large net export sur-
plus of these products in recent years (United States, Canada,

hustraiia, New Zealand and the Netherlands), Other ccuniries are

substantial net importers of these products, sach as Japan, Germany

Italy and the United ¥Kingdom,

2.12 Tre relative importarce of imports and exports of food products
{Table 3} as measured oy shareg iwn final hcusehold consumption expen—
diture and in domestic food production varies widely vetween countries,
but the data must be interpreted with great caution, The data refer
+5 1968 and 1978 and reflect mot only the veiume but also the prices,
expressed in dollars at trne respective rates of exchange in-these two
vears. Further, the importance of the United States in world trade in
feedstuffs is not shown in a measurement relating trade to domesti
food producticn and consumption, and the large share for food trade

in the domesic economy of the Netheriands reflects tre importance of

entrepdt trade ir that country.

2,13 The major share cf CECD agriculfural and fooé tracde is detween

Flenner countries. During the period 1964 - X956, on average,

1; ENSC, Arnual Abstract of Statistics 1380, London, 1980.
2) UsDa, ERS, Farket Structure of ohe lood Industries, Market
Research Repers No, 97., WABLRINgLom, L.e.,, 137, 0. 5.




Table 2

EMPLOYMENT 1IN AGRICULTURE AND 1IN MANUFACTURE CF FOOD, BEVERAGES AND TOBACCO AS SHARE CF
CIVILTAN EMPLCYMENT IN OBCD COUNTRIES: 19568 4AND 1975

Country{z) Agricultural Employment(b)/ Emnployment in Manufacture of Food, Beverages and
Civilian Employment Tobaccol(e}/Civilian FTmployment

1568 ig78 . 1968 1878
{Per cent) {Per cent) {(Per cent) {(Per cent)

5.7
3.7
11.7
6.4

Canada
Inited States 5.
Japar
Ausiralia

Kew Zealand
Austria |
Deigiuvm
Denmars
Finlang

France

Germany

Greece

Iceland
Ireland

Ttaly
Luxenboure
Netherlands
Norway
Portugal
Srpain

Sweden
Switzerland
Turkesy
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ag Data for 1968 and 1978 unless otherwise indicated. Wage earners and salaried employees oxnly.
o} Bmployment in Agriculture, Hunting, Forestry and Fishing, Calculated from employment data for the
Source: OCECD, Labour Force Statisties, 1657 - 1978, Paris, 1980 years ané counsries indicated,
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57 per cent of impeorts and 73 per cent of exporis of CECD countries
61 these products were between Member countries. In 1977, the respec-
tive shares were 60 and 73 per cent.(1}

2.14 Agricultural and fcod products with relatively high degrees of
processing, including animal feed, accounted for 3% per cent of all

food and agricultursl imports and 38 per cent of exporis in 1977.{2)
Tne rate of increase in trade in these Yprocessed" products did not

giffer much from that of all products betweer 1967 ard 1977.

2,15 Clearly, in so far as there 1s increasing competiiive pressure in
domestic food markets, there will be incentives to increase exports,
However, within the agricultural sector, the widespread protection
given %o domestic producers has resulted in a growth of output of some
commodities that *ave not always been able to find commercial markets,
Effective demand outside the OECD area is limited Dy levels of income
in many countries and the availability of foreign exchange.

2.16 Since the early 1970s, the instability of exchange rates and the
resultant uncertainty has had some effect on the pattern and volume of
trade., Longer Tern changes in the relative levels of exchange rates
alse alter the profitability of exporting and importing. Within ore
econonic grouping, the European Economic Community, the cperation cof
Mereen™ rates of exchange for agricultural trade which have, at times,
differed from the razes in the rest of the economy have affected

trade, particularly with third countries.

2.17 Ir. the pest-farm sectors multinational enterprise is an impor-
tart element in the international food economy. The problems arising
from overcapacity in the agricultural sectors in general in the O=ZCD
area are in some instances transmitted to the post-farm sectors where
tne protection afforded to the agricultural secior is extended down-
stream; it is the policy of many countries to increase tne value
adéed of thelir own sgriculiural ouiput by escalating the tariffs on
processed foods to ensure more domestic processing. Increasing food
processing activities in developing countries are more and more an
additional element to be taken into account and could add further
preblems in this situatlion.

lg JZCD, Annual Review of Agricultural Policies 1979, Paris, 1980.

Zz} These "processed” products include preserved products, prepara-

tions, dairy products {butter and cheese), sugar, chocolate,
beveragesz, tobacco, animal and vegetable oils and fats and feed-
stuff for animals. They are products which have gone through
relatively high degrees of processing, but the selection of the
commodities is made arbitrarily.
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Table ?
FOOD TRADE AND THE DOMESTIC FOOD SYSTEM(a)} IN OECD COUNTRIES 1968 AND 1978

{Percentages)

Country(b) Relative Tmportance of Imports(e} Relative Importance of Exports{d)

1968 1978 1968 1978
Canada 10.3 14,8 16.7 20.4
United States 5.8 7.6 (1977} 5.8 10.9 {1877}
Japarn 10.2 Elg?og 9.2 2.3 5197(); 0.9
fustralia 4.2 (1970 5.4 51977g 20.2 {1970 22.6 %1977
Austria 12.4 16,5 (1977 h.3 6.0 {1977
Belgium 27.1 41.6 18.6 335.2
Denmark 17.7 23,0 3.0 40.3 )
Finland 10.2 5196?; 12.1 (1977) 3.4 El%?%- 5.8 (1977}
France 12,8 (1970 158.0 12.5 (1970 ifa.1
Germany 18.3 21.1 5.9 8.4
Greece 7.0 8.4 9,7 I2.4
Tceland 19.4 19.9 219?33 49,0 59.1 519?32
Ireland 18.3 E1970§ 25,7 (1975 32.9 E19?0; 44.1 (1976
Ttaly 12.1 (1970 18.7 5,3 (1970 8,6
Netherlands 34.8 51.3 hh,7 59.9
Norway 17.10 16.7 17.0 16.5
Portugal. 10.1 14.1 Elq?ég 9.8 5.5 E19’f63
Spain 8.0 10,0 (1977 7.4 8.0 (1977
Sweden 14.3 16.8 3.5 5.1
SBwitzerland 19.9 17 .4 7.8 6.7
United Xingdom 22.0 (1967) 25.3 (1977) h.g (1967) 10.5 (1977)

a) The data on frade and domestic consumption used In the calculations of these figures are not directly
cemparable since they do not take account of different stages of processing and distribution. In addition
the agricultural trade figures include feed as well as food., The figures in this Table thercfore give
only an approximation of the imporiance of "food" imporis, The figures heve been calculated from current
prices expressed in US dollars at respective rates of exchange for the period indicated.

bg Data for 1968 and 1978 unliess otherwise indicated at current prices.

The Yrelative importance of imports" is the ratioc of imports of agricultural products {food and foed,
SITC O, 1, 22, 29 and 4) to Private Final Consumption Expenditure on food, beverages and tobacco.
d) The "relative importance of exports" is ihe ratio of exports of agricultural products {food and feed,
SI1C 0, 1, 22, 29 and 4) to "domestic food production" ihis term belng taken as Private Final Consumption
Fxpenditure on food, heverages and tobacco, less imperts (STTC O, 1, 22, 29 and 4) plus exportis
{8I1C 0, L, 22, 22 and 4},
Sources: OECD, National Accounts of OECD Countries 1950 - 1978, Volume I, Paris 1980. OECD Naticnal
Accounts of OECD Countries 1961 - 1978, Velume 1L, Paris 1980. OECD, Statistics of Foreigh Trade,
Terics B, Paris 1060 and 10978, National Saurces,




3. Changes in the food economy

i) Relative share of sectors in the food 20 OnCmy

2.18 The food economy comprises a chain of participants oroadly
grouped as suppliers of Inputs to the agricultural sector, agricultural
producers, precessors and manufacturers, distributers (lncludlng those
engaged in Iransport, wholesale and retail ftrade and food services in-
volved in final food preparation) ané congumers, It should be ncoted
that although this group identifies the successive links in the food
chain, <there are some "hackward" linkages, for example, in the pur-
chase Dy farmers of feedstuffs from downstream processcrs. Further,
particulariy between sgricultural producers and processors, traders

are an important group.

2,19 The value of processing, menufacturing asnd distribution in mest
CECD countries has tended To grow faster Than that of agriculiural
prodaction. Thus, trhe share recelved by agriculiural prcducers from
total consumer food expenditure and ret value added in the food chain
has declined. This tendency can be seen by comparing the importance
cf agricultural production with that of processing (Table 4). Between
1968 and 1978, the value added in the agricultural sector as a share
of GDF has ceclined in almost all JECD countries, that share varying
considerably beiween counzries, In 1978, in 15 of the 22 countries
shown, the share was less than & per cent. The value added in the
manufacture of food, beverages and tobacco has tended to decline as

a share of GDY, although in some countries there nave been very slight
increases over the same period. The range of shares varies much less
compared to those in the agricultural sector and was, in gereral,
between 2 and 5 per cent of GDF in 1978.

2.20 Available evidence suggests that the post-farm share of con-
suners! food expendi<ture has been rising over time, but that in many
countries there has teen only & slight upward trend in this share over
the last decade, Whilst definitions differ between countries, in the
Jnited States, the posi-farm share .of the retail value of expenditures
on domestic Tood products was B8 per cent in 1978, compared to the
decade average of &7 per cent;{l) in Germary the post-farm share in
conaumer expenditures for food from demestic sources was 53 per cext
1977/75, compared to the average of 52 per cent over the period fromw
1570/71 o 1977/75;(2) in ihe United Xingdom, the cost of processing

1} These figures are based on expendiiures in foodstores, away-from-
home eating places andé institutions for domestically produced
farm foods and exclude the value of imported foocds, seafoods,
feod furrnished to mili ary personnel and on-farm food con sumptlo".
1:3DA/ESCS, Developmen g in Marketin bpreads for Food Products in
1978, ﬂngCthJTal Econonic Report 420, Washingten, D.C., 1979,
2) D, Varegold The Behaviour of Prices and Nawglns of Selected Food
Frocductz in +wne Federal Hepublic of Germany, for the Zeminar,
trends in Prices and MarKeting argins of Foodéd Products: Economic
Analysis and Policy Issues, CZCT, Paris 2nd - 4th July, 1979.




Table &4
FOOD PRODIICTION 1IN THE WATIONAL BCOMOMY IN COECD COUNTRTIES, 1963 AND 1378

(l’ercentages)

e

- Agriculture, Hunting and Fishing(b) Manufacture of Food, Beverages and lobacco:

Country(a) Value Added as a Proportion of GDF Value Added as 2 Proporbion of GLE
1968 1972 13468 1978

Canada 3.4(d 3.2{a 3.0(<) 2.5(c)
United States 2.40d 2.6(d 3.1 2.4
Japan 6.1{a) (1970) 4.8(d _ 3.8 (1970) 3.3
Auatralia B.7l4 h4.g(a 519?6) n.a. n.a.
New Zealand 11.7 (1971) 9.1 1977) 6,7 (1971) h.3 (197?3
Austria 7.0(a) 4.6(a) Qery) 5.8 4.3 (1977
Belgium 4.3 2.4 6.2 h, 8
Denmark 6.4 _ 5.7 (1974) A 3.7 (1974)
Finland 5.6 519?03 4.1 3.2 Elg’mg 3.4
France 6.1 1970 4.3 %19?7; 4ot 1970 4.z 2197?3
Germany 3.8 2.4 1977 6,0 4.5 1976
Greece 16.4 14,7 3.1 3.7
Ttaly 8.0 1970 7.0 4.6 1570 4.1
Luxembourg 3.8 1970 2.9 Elg??g 3.4 1970 %.6 E1977;
Netherlands 6.5 1969 4.7 1376 .1 1965 4.0 1976
Norway 5.3 4.7 3.6 2.0
Portugal 15.9 11.7 219763 3.6 3.5 E19?6g
Spain 12.9 8.7 1977 3.5 2.6 1977
Sweden 2.7 2.1 2.6 2.4
Turkey 27.6 23.3 n.a. n.a.
United Kingdom 2.6Edg 2.3Ed; 3.6 3.3
Yugoslavia 17.9(d 11.214 3.2 3.8 (1973)

n.a. Data not available,

a) Data for 1968 and 1978 unless otherwise indicated, calculated in national currencies at current prices.

b) Agriculture, Hunting and Fishing comprises food and nen-food products. Hence the proportions tend to
overestimate the importance of farm produced food inputs in the national economy.

c; Manufacture of food, beverages and tobacco at 1971 prices converted to current prices with GDP deflator,

d4) Agriculture, Hunting, Fishing and Forestry.

Source: OFCD, National Accounts of OECD Countries 1961 - 1978, Paris 1980.




and distributbting all food as a proportion of the wvalue of total food
expenditure was 92 per cent in 1975/76, the same as the average shara
for the previous decade;(1) in Japan, the post-farm share of final
Tood consumption was estimated at 63 per cent in 129¥% compared +a

55 per cent in 1965;(2) in Switzerland, the post-farm share of total
consumer expenditure on domestically'produced farm food was 53 per
cent in 1977, compared to an average share of 52 per cent over the
previous decade. (3)}{4)

2.21 Care must be exercised in the interpretation of the data. Apart
from differences in definition and measurement, there are yvear to year
fluetuations reflecting, in partlicular, the value of agricultural out-
put, In addition, the farm : post-farm shares of food expenditure
vary widely between different foods and the changing composition of
consumption will influence the data. For examble, the share of post-
farm value in cereal and bakery products is much higher than for
animal products, 50 a shift in consumption towerds the latter group
would tend to lower the overall post-farm share of food consumption
expenditure., The relative shares are also influenced, of course, hy
policies towards the feed cconomy that have an effect on prices at
different stages of preduction, such =28 agricultural price support
measures and price controls on final foods, Finally, the data are
compiled by estimating the value of output (i.e., price x guantity) of
the component parts of the food system. Competition between firms
leading to increased productivity means thal a given gquantity of food
costs less per unit at the post-farm stages of the food economy.
Therefore, a lack of increase in the share of post-farm value added
may be the result of dynamic, cost-reducing post-farm developments
that are greater than in the farm sector.{5)

2.22 Within 1he total wvalue of the post-farm sector in the United
States, 1n 1977 27 per cenit was associated with retailing charges,

26 per cent with processing, 24 per cent with away-from-home eating,
1% per cent with wholesaling and 8 per cent with inter-city transpor-
tation. Since 1367, processing charges have grown slower than re-
tailing and other distribotion costs. In Japan, between 1965 and

1} G. Huston, The Behaviour of Prices and Margins of Selected Food
Products in the United Kingdom, for the Seminar, ihid.

2) Tnput-Uutput Tablesd for 1975, Ministry of Agriculture, Forestry
and Fisheries and ten other Ministries, Japan,

3) R. Senti, %he Behaviour of Prices and Margins of Selected Food
Products ip Switzerland, for the Seminar, ibid.

4) The farm: post-farm shares of expenditure include the revenue
aceruing to inpub suppliers to the farm sector and therefore
overestimate the direct farm share of that expenditure. The
Unlted Kingdom and Japanese data relate to food of both domestic
and imported origin. .

%) When domestic agricultural and food prices differ from their
international eopporftunity costs as a result of domestic programmes
and trade conirols, the relatlve shares are affected.




1975, of totel expenditure on final feod consumption, the conbined
share of agricuitbiral and fisheries output declined from 44.% to

27.0 per cent, prccessing costs fell from 25.€ o 22.0 per cent, while
marxeiing and distribution costs rose from 22.7 to 25.4 per cent and
services by restaurants etc., from 5.8 To 14.6 per cent. (1)

2.25 It Lls urlikely <that the evidence presented here iz significantly
different for other JFECT countries irn terms of the directicn of the
trenss, In oDrief, what it indicates iz that an increasing proporiion
of non-food elements {in the nutritional =ense) bhoth of a physical

and of a service nature are being conzumed in asscciaticon with a given
guantiiy of fcod.

11Y Structure of enterprises

2,24 The gize of enterprises participating in fhe foocd economy and
the degree of conceniratisn varies widely both between and within
different secters of <he eccnomy and Letween Zifferent countries. A
numnoer of variables may be used as alziernative yardsticks To measure
Msize of enterprise’, based on inputs emploved or output produced,
tne choice depending on the purpose of the measurement. With regard
to the focd eccneomy and, in particular, focd policy, it is inportant
to know, for example, what are toe bargaining positions ketween the
various sectors of the food economy {and between trhem and the other
sectors of the economy), wnat are the income generating capacities
for participants in the wvariocus sectors of the fcocd econony and what
degree of flexibility (i.e. response to crange) do the various sec-
tors of <he food economy possess.

2.25 fAgrisultural production in OECD counsries comprises a variety
of Dusiness units of different sizes in terms of inputs and outputs,
reflecting the relative natura: endowment {ané costs) of resources,
the tyre of agricultural production, histerical and legal forrns of
inheritance and ownerships, as well as the political and econonic
environment in which they function. Generally, as Dusiness units,
they are becoming fewer ané larger, ithe private, fanrily farm is moest
typical, employment per unlt is small relative To other econcmic sec-
ters and kired leheour comstitutes the piner share cof the total labour
force, Intensive, capizal- (rather than land-)} »ased production in
poultry, pig and catile feed-lot production and in norticulture has
grow: significantly in the past, and wnilst accounting for a =mall
part of total production, is likely to continue To grow in the future.
With regard to the distribution of ftetal preoduction a smaller rreopor-
tion of enterprises account for z larger part of that vroductiicrn.
Despite the considerabls advances in the application of "science™ to
farming, the family urnit still appears in nost countries to meet the

1Y} Ministry of Agriculture, Forestry and Fisheries, Japan, op. cit,
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reeds cof production andéd the subtelties and vagaries of nature better
than & more "industrial® tyoe of ocrganisation.

2,26 The figring industry is imporiant in several OZCD countries and
is also domirated 2y a large (vut decreasing) number of srall Firms,
engaged in the last remaining major sasrea of "rancning"; nowever, pro-
duction may be increasingly supplemented with the greater certainty
vrovided by fish farming. Broadly speaking the contributicn te nutri-
tion of fishing, and, to & much lesser extent, of fish farming, invol-

ves guantities wizich are ftco small to have a significant infiuvence on
food products coming from agriculiure. Moreover, the fish market is
complex in itself and is linked only scmewhat indirectly to the
markets for meat, Eowever, when taking 2 regicnal appreachn, or when

Iooking at certain countries lixe Portugal | Tcelawd or Japan, there s

a need to take fish into account when consgidering food policies in any
cetall.

2,27 There is a strong internatiornal trade in sea praoducts but i+ is
difficult to do more than get 2 rough idea of the overall guantity and
value of this trade due %o tme wide ranging differences in the type of
fish and fisn product being traded and the conseguent protlems of
aggregation. However, it can be said that broadly about half of Setal
fish producticn is exported and that, so far, this has had only very
limited effects on agricultural trade. The new Law of the Sea might
tring abcut some changes Dut this wouwid happen oniy slowly and nothing
definite car be said at the present time.

2,28 The food procesgsing and manufacturing industries display a wide
range of organisational types and sizes., They include the specialised
craftsmen-butchers, bakers and confectioners - involwed in both small-
scale and specialised production and retailing as well as tne regional,
rational ard international companies, cften producing a wide range of
food and nen-food products. In this sector hoth private, co-operative
and public forms of ownership exist. The nunber of units is becoming
fewer and larger, and in parts of the Zood sector in some courtries a
few firms control a significant share of the market {suegar, beverages,
breaxfast cereals, bread{ﬁ),?oils and fats are prominent examples),
The difference hetween CECD countries in the size and concentration

of these food firms is quite significant: the largest and most

i} Tre conceniration in the bread industry varies considerably
hesween countries: in the United States and United Xingdom it is
neavily concentrated whereas elsewhere, in Centinental Europe in
particular, it is very fragmented. In Ge“man¥, industrial
baxeries accoun® for only 20 per cent of iotal production Ior
example.
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corcertrated firms are based in the United States and the United
Kingdom, (1)

2.29 The daza assembled in the report on the Food Industiry prepared
by the CECD Directerate for Science, Technology and Industry (see
page nine) show that in two surveys(2) of the food indussiry in 197L&,
about 50 per cent of the largest food firms (By surnover) were based
in the Uanited States, and abous 20 per cent in the United Kingdom,

with other ccountries accounting fcor much smaller propertions of the
totals, The average size, Dy employment, of food processing establish-
merts iz largest in the United Xingdowm, including the average size for
establishments employing over 50 employees. 1Ir the earlily 1970s in
Germany L. L per cent of entarprises {with over 500 employees) errployed
46.2 per cent of all employees, in France the figures were 5 an

46 per cent and in the Jnited Kinedom (2968}, they were &,3 and

82.8 per cent respectively.

2.20 Measuves of concentration differ between countries ard may not
give an accurate reflection of the degree of concentration as a result
of Gifferences in the groupings employed and the geographical coverage
ccnsidered. The wider the definitioral and geographical grouping, the
lower will ©e <the corcentration ratic, WNevertheless, available evi-
dence suggests that in the food irdustry, the overall level of concen-
tration{3)} in FEC countries is highest in the United Xingdom and
Denmrark (between 40 and 50 per cenz)(4) followed By Ireland (about

2Q per cent) and lowest ir Germany, France and Italy {(below 10 per

cent}, In the Unized States between 1858 and 1972, *he share of wvalue
addéed by firms categorised as "clogopolistic!" increased from 59 to
59 per cent., In Australia and Canada, the evidence alsc suggests an

ocligopolistic structure.

2.31 The food retailing sector has witnessed a rapid shift away from
the traditional, labour-using specialist fcod stores and oper-zir
marxets towards the syupermarke: ané general food store and increas-
irgly zhe Intrusion of large focd retailers inte non-food products

and vice-versa. The competitive pressures exerted by the supermarxets
have fregquently led independent retailers to formn variocus associationms

l) Productivity between counfries is not possinle Zo cowpare accu-
rately; in a study conpariang the United Klrgﬁcm and Germery, ir-
crease in tozal factor productivisy fﬂow 1954 <o 1874 1n Zood,
darirk and tohacco was C.& per cen®t & year in the Jnited Klngdom,

4.7 per cent & yveary in Germany: for 4_1 maﬁuﬁa turing, The respec-
tive figures were 1.5 and 2.5 ver cent & year, NEDC/UL: " The United

Fdingdon and West Germarn Manufacturing Industry 1954 - 4472, (7970, .

2) Tne Survey was vased on the 100 largest B8gro-1ood processing firms,
the other was based on fthe 170 largest food, processing, disiri-
tution and mess catering Jfirms.

3) Thne saare of the 4 largest firms in the total turncver for each
sector, for the late 19508 or early i970s.

4% More recent data For the United Kingdoem provided by the United
Xingdom authoritiess give a lower ratic of 34 per cent.
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te take advanitage of large-scaele buying and merczandising. In some
countries Consumerg‘ co-operatives are important in the retailing sec-
tor, Again, as with <he fcod procesging and manufacturing sectors,
logzal, regional, netional ané, more recently, intermational enter-

sl

riges co-exist in tne retail sector. The largess food retailing

By

irms, in terms of turnover, are similar in size %tc the feood proces-
sing firms in many OECD countries, and tre number of enterprises,
{particularly of the smeller uni®ts} are fallirg whilst the average
size s increasing, thus raising the overall concentration ratios.{l)

2,32 . In the food service sector, the size of establishment varies
from the small, specialist 30 the large, heterocogeneous resiaurant and
canteen and industrial caterer. Located near points of demand rather
whan sources of supply, producing non-durable products and required

to provide 2z frequent service, they are pumercus andé widely dispersed
according to the particular disiributionm of populiation at any point in
time. The degree of competitiveness is usually high in this sector,(2)
Within this sector it is possible %o identify two markets - that for
funotional and guick food service thet is standardized and utilises
the newer technologies (microwave ovens; pre-packed, portion-control-
led, deep-frozen composite dishes) and that for leisure, entertain-
ment and gastroncmy that Is more Traditicnal and individual,

2.%%  An impertant secTer coming between the secteors described above
is that of transport and distribution.{(3)} The coupetitive pressures
eranating from the retail sector, Doth 1n terms of prices of food and
of availanility and range of foods, have led to significant develop-
ments in disiridbution. This sector comprises all forms of transport,
zuklic and privase, owned or utilised by food mamufaciurers and re-
teilers, ané incorporates a wide range of sizes of business, The
development of large, pulk delivery lorries, utilising mechanical
handling equipment, operating o clcsely integrated schedules has
zenefitted from, and i1z some cases has determined, the location, size
ant concensration of The sectors i1 links. In many cases the food
processors, wanufasturers and retailers operate thelir ows Transport
network in order =To maximise the securiity, frequency and efficiercy
of <heir supplies.

2,3L The ecoromic linkages hetween the sectors in the food econcmy
diZfer beiween countries and nave changed over *time, In general,

the agricultural secior tends to 2uy its inputs from anéd sell iis

1) in Germany, 3 per cent of food refailers account for two-thirds
of sales. ]

2) In some cases Lhere i1s a monopoly element, for exazple in on-
train, motorway or airliine Feod service.

3) Distribuiion in thiz condSext is used in a narrower sense than
defined in paragraph 2,38, Hemge I% refers to transportation
and stocxing of food between tne sectors of agriculture, food
precessing and retailing.



output to markets that consist of larger, more concentrated units than
are typical in its own sector. In addition, technological develop-
merts outside the zgriculiiural sector (for example in machinery,
chemicazs, seeds and animal breeds) ané developments in food con—
sumption patterns have sxerted important influences on the agricultu-~
ral sector. However, a variety cof more formxal linkages have developed
over time between agriculture and its adjacent sectors., oOf those.
linkages, one of the most established forms, particularly in Western
Europe, haz been of farmer co-operatives, In some countries, for

example in Penmark, there is a very well developed co-operative tradi-
tion., Co-operatives enavle farmers Lo Jointly purchase {or hire)
inputs and to market or Turther process zgricultural output, thus botn
improving the bargaining situation of farmers and increasing the value
added of the agricultural sector. In general, co-pperatives are
significant where the size of farm business is relatively small and
where regional producticon is relatively homogensous, 4 more recént,
but irportant form of linkage khas been in *the development of produc-
tion contracts between farmers and food processors. These contrac=ts
have heern significant for vegetables, frult, sugar, pigs and poultry.
Food processors benefit from the consistency and timing of supplies ax
agreed prices; farmers benefit fromw the certainty of a market and, in
some cases, the provisicn of “he reguired wariable production inputs.
However, the reliance on one market ocutlet, whilst reducing the far-
mers' risks may equally reduce theilr flexibility in decision-making,
Apart from these forms of vertical linkages, there are alsc some

cases of food and non-food enterprises (for example, insurance and
trust companies) and foreign invesiment in agricultural production.

2.35 Beitween the food processing and retailing sectors verzical and
horizontal centractual relationships are alsc significant, FRetailers
market many food products under their own labels, determining the
conditions and quality of tre productiocn as well as regotiating
faveuravle price discounts for many food products. Ownership by food
companies in non-food areas and vice-versa, as well as vertical inte-
gration betweer: focd retailers and manufaciurers is quite significant
in many CECD countries, often Invelving multinational enterprises.

2.3t Thesge linkages within the foed econemy may be viewed as tre
response of the various parts of that economy —o ftheir relative bar-
gaining positions, Thus, in some cases, a weak bargaining position
has been compensated by, for example, co-operative enterprise whilst
in other cases a strong bargaining position hag enabled a sector tc
become a dowinant force vis-A-vis its adjacent seciore. If course,
the presence of government intervention, particularly in price pelicy
and other matters, has exercised an important influence on the balance
of btargaining in the fecod economy. A further imporiani aspect of
these linkages relates to their effect in transmitting infornation



(nmarket signals) througn the food economy, and determining wha<, how
art where food 1s produced. More specifically, the range of foods,
the degree 5f specialisation by enterprise and starndardization are
influenced by the efficiency cf The trarsmission process,

iii} Consumptior patterns

2.37 Tre mest important observatlon regarding the overall lewvel of
foed consumpticon per person in OECD countries is that, in general, the
average reasured daily intake of calories and other nutrlents is more
than acdequate to meet minimum nutritional reguirements as estimateqd,
for example, Dy the United Nations, Turther, average calorie intake
per nead does neot vary significantly between CECD countries(l) and

any changes %that have been taking place have been Lowards a reduclion
—~gther <than an izncrease in calorie intake.

2.38 The long term trend nas been, however, for thne intaxe of calo-
ries and other nutrients o be increasingly derived from the indirect
consumption of vegetable sources trrough animal products.(2) There
are quite significant differerces in both trhe absclute levels of pro-
. teins ant fats derived from animel and vegetable sources and in their
relatlive sheres in total intake between OECH countries, In 1877 only
Japan, Italy, Perisugal and Turkey (1975}, derived the greater share cof

protein intake per persen frcm vegetable sources. In absclute terms,
the level of animal protein intake in Italy was virztually indentical

to that of Epain, 2wt the vegezable protein intake was much lower in
Spain than in Italy. MNot only levels of disposabie income ber head,

but also the local agricultural envircnment and cultural patterns are
determinants of tre animal-vegetabtle consumpiicn patterns.(3)

1) At present levels of econsmic development, differences in calorie
intake per kead in QECD countries are probably less clasely rela-
ted to differences in income than te differences in age structures,
work patterns and lifestyles, cultures and »ody struciures. In
fact, the cheaper foods inciude some of the highest calories per
unit of expenditure, thus the c¢ost of feod is rot a constraint in
general in the acguisition of caleries in CECD countries,

2) Available rutrient data express the éisappearance oniy, and do ot
take acecount of waste during randling and prewnaration of food in
the househeld, whet is left sver and discharged with garbage nor
what is uesed for vpei food, On the other hand, available figures
do not include the nutrient intake {notabtly carbohydrates) from
alcchol, the contribution of which to calorie intade is imporTant
in some OECD couniries. EHowever, the gereral conclusion of little
crange in overall per capita calorie intake in OECD countries 1is
prokably unchanged even with the allowance for these factors.

3} Fish is a relatively imperiant source of food in the Scandinavian
and Meciterranean courniries and irn Jagpan - ix recent years 1T nas
conir¥ibuted very variable shares to consumpiion, although the
long~run trend appears to indicate a fairly steble intake per
head
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2.39 A similarc pattern emerges with regard to the sources of fats.
There has been a long berm tendency for the share of calories deriwved
from fats tov increase. In Japan, Jtaly, Portugsl and Spain the pro-
portiong of fals derived from animal and vegetable sources where =simi-

lar in 1977: in Turkey, the vegetable share was twice that of Lhe ani-
mal share. However noting the developments cver the 1970s period in
OECT) countries, in general it would appear that consumption of fats
per head has stabilized, and that there are converging trends in ani-
mal vegetable shares - in general countries with low levels of tolal
Tat intake (and low animal shares of fat)} are increasing fat intake
particularly from animal sources, whilst the converse is true of

those countries with high levels of total fat intake (and high ani-
mal shares of fal).

2,40 With regard to carbohydrates there has been both a decrease in
their overall centribution to calorie intake, and a shift within
sources of carbohydrates from cereals and starchy rools {especially
potatoes) towards sugars and alcohol. However the available daita on
sugars suggests that whilst there were general increases in the 1950s
and 1960s, by 1977 the consumption per head was stabilizing. The
range of consumption levels of sugar per head varies significantly
between countries, by as much as a factor of 2:1 between lhe highest

and lowesl consuming countries.

2.41 The data referred teo in this section are crude averages, and
conceal ranges of nutrient intakes amongst groups within the popula-
tion. Although there are groups whe are malnourished in the sense

of consuming inadequate levels of some nutrients, the focus of atten-
tion in OECD countries has been on those groups who are malnourished
in the sense ol consuming excess levels of certain food, in parti-
cular, sugar, alcchol and animal fats, according to some medical

evideonce.

2.%42 Few agricultural commodities can be (or are chosen to be) con-
sumed directly as food, The oldest processes of transformation,
through caoking, drying and fermentation, have led, in turn, to the
sophisticaled application of biocchemical and engineering techniques
that have Increased both the range of food preducts available and the
preservation of the nutrients conlained thercin, These processes
have increasingly passed from the farm and consumer to the food pro-
cessing and manufacturing sectors, and thus, at Lhe present time
enly a small fraction of food consumption reguirements are satisfied
exclusively by agricultural production. In the United Slates, the
share is only some 8 per cent; in Western Furope it is eslimated
between 20 and 30 per cent. Although the available data cannot ade-

quately identify the degree of processing, there is littie doubt
that food processing and mamifacluring have become more complex over
time,
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2.43 Developnents in food processing and manufacturing, as well as
relatively cheaper Transpertation have wastly increased the range of
foods availakle and consumed by ceonsumers in OECD countries. In the
generic sense 1%t is difficult to ldentify any "aew" foods, but in the
gconomic sense such foods as instant coffee, frozen peas or soyakased
meat replacenent dishes possess a range of attribates that distin~
guish trhem witnin trheir generic grouping. In addi<ion, existing
foods now nave a wider geographical and soclal mobility by virtue of
preservation, transportation, movements of people and enterprises and
the role of the media within the context of increasing econcmic deve-~
lopmen* and lower real consumer cost.{1}

2,44 The developments described above nean that an increased share
cf non-fcod eietments are conswned in food products. In fturn, there
ig increasing consumpticn of foods trat incorporate nmeore servicesg in
the final stages of consumption. In the Ugited States, for exanmple,
in 1978, 35 per cent of tovtal food expenditures {excluding alcohol)
were for away-from-nome eating, In 1%€0, the share was 26 per
cent,(2) In Germany, the share of away-from-home expenditure is
currently aboui 20 per cent of total food expenditure; it is fore-
cast Zha®t it could reach a share of 40 per cent in 1985.(3} 1In Japan,
in tne pericé since 1970, away-freom-hcme eating has witnessed *he
fastest growtz of all categories of food expendiiure, although the
share in total food expenditures in 1S77 was only 13.0 per cent.{4)

2.45 The away-from-home food expenditure, by incorporating more ser-
vices than food purchased for home consumption, means that the farm
value ghare s wuch smaller in the former category. In tre United
States, in 1978, the share of farm wvalue in sway-from-home food ex-
penditures was 15 per ceni, compared to 39 per cent for food con-
sumed at nome,{5) Available data alsc indicate impasrtan® changes in
the distribution of expendiiure within away~from-home consumption.
In tre United S<tates traditional restaurants, cafezerias, work can-
reens, schools and notels have declined in relative izportance
(zogether, their share declined from €0.4 per cent irn 2985 to

54.7 ger cent in 19753}, Refreshment places, includirg fast-food
cutlets, nave showr a relative increase {from 10.3 to 26.3 per cent
cver the same veried).{€} Bales at fast food cutlets increased by
705 per cent, in real terms, over the peried 1983 to 1978.(7)

1) The proeduction and consumption cof alternative foods (suck as soya
for meat and aiternazive sweeteners to sugar) has not only been
influernced by trend factors {for example, nutritional preferences)
nut alss by cyciical and policy develcoprents affecting relative
orices.

2) USDA, Natioral Food Review, Washingtcon, &utumn 1979,
3} OECD, Tood Folicy in the Pederal Republic of Germany, Paris, 1581
A4) OECD, ¥ood rolicy in Japan, raris, 1981,
5} USDA/EECE, Developments in Marketing Spreads for Food Froducts
in 1978, Report No., 420, Washingtonm 1979,
6; USDE, Nationel Food Review, Washington, January 1978.
7Yy 1'sba, Naficnal Pood Review, Washington, Autumn, 1979.
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2.u6 In many OZCT countries, institutional focd service in works
canteens, schools avd hcspitals is important, frequently provided by
industrial contract caterers; in the whole JECD area, airiine catering
has expanded in line with the growth in passenger traflic,

2.67 Finally, in many CECD countries, the consumpticn of so-cailed
"Whealth foods" - those with few or no chemical edaitives, little or
no exiraction of nutrients frow tre hase raw materials, and irncorpora-
ting, for example, low levels of chlorestorol, saturated fats and
sugar has increased over time. In addition, foods produced by fooad
praocessors and zanufacturers for dieiary purpeses {(with added fibre,
non-sugar sweeteners, 2ow levels cf chlorestorol and fat) have in-
creased the range of foods available, this latter group not neces-—

garily utilisiag only "natural" agricultural base materials. (1)

4, Sovreces of change in fhe food economy

2,48 The development of the food econonmy, &s discusged in the pre-
ceding section, heas been influenced by broad chnanges in the sccial
and economic environment and in government policies, Before dis-
cussing these factors it nay ke useful toc underline the fellowing
general peoints relating To deveisprent of the fcood econony:

- the food economy has Decome & smailer part of The coverail
ecenony and within the food economy the ggricultural sector
accounts for an increasingly smaller share of employment and
value added;

- a3 a conseqguence, the nen-focd components have increased rela-
tive to the food components; in basic nuiritional terms there
have bezen only slow increases in per capita iniskes, which
are uniikely T¢ increase in the future;

- there has been an Increasing variety of foods available o
OECT consumers anc scme internationzlization c¢f consumpticn
patterns., However, regional and national "eating patierns®
are still important;

- the markei structures of the component parts of ithe food
economies Inciude & wariety of forms and bargaining situa-
tions, wvarying Ifrom the competitive to the monopolistic
{including the monopoly elements resulting from goverrment
intervention). The general trend has besn towards fewer and
larger enterprises, with a large share of output accounted
for by a few enterprises in some sectors and countries:

1} Tn many CECD countries, direct farm-to-consumer sales are impor—
tant for some foods {e.g. fruits, wvegetables and eggs) particularly
where it iz believed that they are caeaper, freskher and more
Ynaturally" produced. However, the concern for fcoccd safety nas
ligitzed this form of marketing for some products {e.g. milk and
milkx products).



- by viritue of the increasing speclalisation within the food
ecenony, the "distance™ frowm raw material preoducer 1o con-
surler ras lengthened, "distance" in this context being spatial,
tempecral, and psycholegical: there is prcbatiy decreasin
identisy betweer farmers and food processors {so that food pro-
cessing and manufacturing asre no longer the "national" exten-
sion of farming) and greaser remnoteness between farmers and
COnBUmEers, aithough in some countries sirong co-operative move-
Tents whickh are involved in later stages of the production
chain may counteract this trend;

- food is becoming less a group cf commodities consumed for
<heir nutritional atiributes: novelty, status, entertainment
as well as comvenierce, reliasbility and safety have become
vart of the range of currently reguired attributes;

~ the food economy comprises an inter-related set of activities
and I1s continually in tre process of crange; the direc=<ion of
c¢hange (but not the magritude or timing) is similar throughout
the CECD aresa.

2,48 The following section looks at the economic and social factors
that influenced *the above developments in the past decade and which
are 1ikely to te important influences in the future for the food
econoxies in CECD countries. 1% is noved that in this field at tze
present time it is not always possible to substantiate explanations
with reliabie statistics, let alone quantify the inter-relationships
involved.

i} Demographic change

- Bize ané age struciture

2,50 Per capiva consumpticn and popuiation in the 020D area grew
zlowly over the last decade and are forecast to grow more slowly in
the coming decadesg, according to United Kations' estimates. However,
the actual and projected rates of population growth vary widely be-
tween COECD countries. In general, the countries of Vesterr Eurcpe
register the lowest growth rates, followed by North Americas and with

the highest regional growtz rates in Cceania. 3By country, United
mations! projections between 1975 a=nd 2000 vary freom a 5 per cent
decrease for Germany tec a more than 80 per cent Increase for Turkey.
Therefore, wnilst a consequence of the general siowing of popula-

tion growth will he an increase in the age siructure of the popula-
tion and thus some change in the per capita consumption cf celories
and of different foods, itrnese effects will not be universal in all
OECD countries and, in turn, create differernt implications and priori-
ties for food poiicies.
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- Mobility, locaticn and lifestyie

2.5 A numoer of otkher demographic facteors can have some effect on
per capita consumption of warious foods, although the mere signifi-
cant effects are likely to be in the regional distribuiion of food
consumption. The increasing nedility of the population accounts for
the growth of itourist and airiine catering; the movement of popula-
tion away from the large urban cenires o sub-urvan end semi-Tural
logations in particular influences ihe location of retail stores and
food service outlets; changes towards a more sedentary lifestyle,
particularly in types of work, reduces the per capizte consumption of
calories, ZIn addition, cranges in the racizl mix of fize populasion,
through migrazion and differential birzh and death razes, affectg the
consuaption cof food., It is estimated that in the Uniited Staties,
changes in *he overail demogravhic characteristics{l} in *he 1990s
will have a negative effect on per capita sonsumption cf milk, pork,
fats and oils, vegetables, bakery producis, sugar anrd sweeteners

and soft drinks and a pesitive effect on the per capita consumpiion
of cheese, poultry, fish, eggs, fruit, coffee and =ea.(2)

11} Economic _change

2.52 In the guarter cenzTury since the eng cf the Second Worid war,
OECD countries in general experienced a period of almost continuous
gconodic growth. The effects cn the focd economy have been several.
Tracinrg those effects from the demand side, the increase in real
personal disposable income led %o changes in the composition cof
diets, reficcted mostly by the switch from vegetable to animal sour-
ces c¢f foodstuffs. Buz, in addition, asg incomes have grown the in-
cremertal ircreases in food consumptiorn have grown at 2 slower rate.
In otker words, the income elasticity of demanc for most foods is
reiatively low, and in some countries for some foods it is =negative,
Therefsre, within the food economy, the combinatisn cof slow growth
ir. per capita demand, coupled with a relatively slow growth in popu-
lation has resulted in increased pressure on the rescurces enployed
in the food ecoromy - increasing the degree of coempetiticen. The
enterprises in the food economy were thus faced, and continue to be
faced, with the alternatives of improving efficiency (and lowering
unit costs); diversification of product range ané markets; renaining
in the feod eccnomy and accepting lower returns on rescurces tran

elsewhere; transferring resources to activities previding higher

1) Increase in adult populaticrn, decrease in househcld size,
decrease in White/Black ratio, increase in proporiion cf peonle
living in the Scuth and West, increase in subk-urban locations.
Tae projections were made on the basis of the 1963 - 1966 USDA
Food Consumption Survey.

2) USDh, Xationasl Food Review, Wastington, dutumn, 197G.




returng; or persuading goverrnments to subsidise the varicus parts cf
the food economy. The various sectors in the food eccnomy have res-
ponded in different ways. But if there are %00 many resources in a
sector relative to the demands for them, returns %o those resources
will be depressed below returns ¢ the use of these resources else-
where unless the rest of the economy is persueded to subsidise them

in their existing use.

2,53 In viriually a1l sectors of the food econowy these deménd ores-
ures nave resulted in rationalisation, concentration, cligopolisa-
tion and 2 reduction in the overall level of resource use and the
substitution of capital for lebour and lamd. In virtually all sec-
tors there has been diversification of resource use - in agrieculiure
through part-time farming, including for example the use of land for
leigure purpeses:{l} in food processing ard manufacturing through the
craation ang advertising of new food producis, and in expansion into
non-food areas; in food retailing in terms of spatial competition
and, again, selling of non-feod products; in the pest-farm sectors
generally, in some export of capital and development of mulitinational
enterprises. (2} Whilst the post-farm sectors tend to cperate in
markets that are more moncpolistic than in the farm sector, produc-
tion contracts with processors, the formaticn of co-operatives and
rarxeting becards as well as price and takeover guarantees, have res-
tored some of the bargaining powers of the farm sector and ensbled

it teo capture some extra value added,

2,54 The increase in real disposable incomes in OECD countries has
increased the range of goods and services available for consumption.
This has meant that the ceost of time in terms of its alternative
uses has risen, Therefore, economies have been made in the uses of
time which provide the lowest incremental wvalue. As food is consumed
freguently, the household time expenditure in preparation nas tradi-
tionally been a major pars of the total, and the food consumption
time freguerntly a mach smaller part. Therefore, the consumption of
convenience focd and the acguisition of housencld fechnoloegy have
together greatly reduced the time on household food preparation.{3}
The development of convenience feoods and househoeld technelogy has.

1} OECD, Part-time Farming in OECD Countries, General Report
Paris, 1972, '

2} Thne degree of overseas investment and multinaticnality of food
companies hased in J0ECD countries varies. The United 3tates and
United Kirgden are the principal countries of origin of weld
develeped multinatienal feeod ccompanies; moat of the suksidiaries

—of OECD based companies are within the 02CD =rea, hut, ocutside
the CECD, subsidiaries of United States cowpanies tend te he in
Latin America and those of Eurogean origin in Africa and Asia.

%) Farther, the shift from vegetable Lo livestock products reduces
the "mpass® of a guantity of food required to provide =z gquantum
of nutrients. Totally vegetarian (vegan) diets are much more
time conguming in actual consumpiicn than omniverious dlets.
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been both stimulated by and has enatled more women to work for greater
proportions of their lives, The pervasive effects of this rise in the
value of time is fundamental to explaining changes in the foed econsmy
and in population that have both beern facilitated by higher economic
growth and have contributed to it.{1)

:1i) Teghnelegical change

2.55 The econcmic developments indicatec in the previous section
Toth generatec and were partly generated by techmclogical develop-
ments, The competitive environment of the food economy has provided
the incentive for the adeption of new technolegy which, in turn, has
generated furiher competitive pressures throughout the market.

2.56 Ag in other sectors <here have been two general sets of tech-
nelogical develepmen:is relevant to the food economies of CECD coun-
tries, - There are the new tecnnoslogical developments introduced by
the leading enterprises in the food econecmy and there is the diffu-
sior of existing technological developments. However, it srould be
noted, tnmat the adepticon of new techneoleogies is rnet always necessary
for scomomic surviwval, which ultimately depends on the relative en-
dowpent. 0f rescurces and conseguent relative costs. A labour saving,
capital using development may e Technically efficient but economi-
cally wasteful in a country in which Iabour is relazively cheap com-
pared to capital.

2.57 There is evidence that throughout the food economy there is
potential for the better application of exisiing technologies, that
the rate of new technelogical development is continuing unabated and
that the food economy has, Iin general, adopted technologies that
have been developed ocutsidée its own economy. In the agricuitural
sector there has been rapid technological progress, particularly in
the developmernt of new varieties and strains of vegetables and animals
and the consequent application of new chemiIcals and machinery. In
additlion, dewvelopmenis in the understanding of biclogical processes
have improved animal feeding and vegetable growing processes. The
intersification of production and imoroved farm management have con-
tributed to increased output. The demands of the processing indus-
try for standardized, uniferm and Timely raw materials have been a
major influence in some of these developments., In the future, deve-
lopments such as hydroponics in vegetable production, fish farming,
genetic engineering and the produciicn ol single-cell proiein could
become important in a changing ecomomic and scocial climate.

1} For more detaliled analysis of the issue of the value of time see:
G.8. Becker, "4 Tneory of the Alloeatisn of Time", Economic
Jowrnak, Vol. 75, 1965, pp 493 to 517,
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2.38 TIn the food processing and manafacturing sector, the bYasic aim
is to conver: raw materials inic forms that are safe, palatable andg
storable over a pericd of time, The traditionzl technicues of heat-
ing, drying and fermenting, canning (still the most widely used pro-
cess) and freezing have been supplemented by newer technigues of
dehydration, stabilization and separation, involvirg both chemical
and physical methods. In addition, *he development of new packagin
materials have led inter alia to the production of meal portions that
may be sold direct te the consumer for reheating and serving. The
industry has alsoc produced foods made from combinations of animal,
vegetable and cremical material, such as meat anaicgues, as well as
artificial sweebteners and of new sweeteners based on agricultural
raw materials (for example, iscglucecse from maize or wheat). The
gvailable tTechniques. and materials, together with the competitive
economic environment have led *tc the expansion of novelty and snack
foods and the increase in the range of breakfast cereals, based on
conventional raw materials. 1Im many cases the processes are auto-
mated and.continuous, but important constraints cperazte in the form
of legislation relating to additives and compesition of feods and
the reliability and seasonality of raw materials.

2,59 Technological developren®s in the dairy sector promise to have
far-reaching effects in the future, particularly given the widespreaad
involvement of OZCD countries in tre dairy chain. The provision of
"iong-life" {ultra-teat-treated) and reconstitute nilk could signi-
ficantly influence the location of milk production and ovpen trade
ﬁoasibilities that would lead to.siromg oressures on policy-makers

te either enccourage ¢r resist these developments.

2,60 In the transport sector coniainerisation and bulk delivery,
mechanical handling, and re-organisation in the location of ware-
hbuSESHand_the introduction .of computerisation, have led to more
integrated delivery systems and ecodomies in stock-holding, In re-
lation to. agriculture, for example, the bulk collection of milk for
dairies imn some ccuntries has made collection from smail outlying
farms unecopomical and affected the size and location of dairies,

In Ifeland, for example, there has been a 50 per cent decrease in the
nucber of dairies between 1970 and 1976, and the average intake per
dairy has riser almost 300 per cent. In relstion to food retailing,
delivery schedules are more clcosely related to the patterns of

throughout . in stores,

2.6L In the food re%ailing sector, cemputerised techniques have
reduced the average lzvels of stocks carried per store and are re-
velutionising cuszomer checkouts anéd payments, As labour cost is a
algh proporticn of food retailing and distribution, many of the
developments are intended 4o reduce that nart of ccesit, In turn, the
growst of large stores, in relatively uncongested localicns near
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population centres, has enabled the fuller use cf cost-reducing and
computerised technigues. Im addition, the introduction of shrink-
wrapping techniques has resulted in some shifi in the salez of fresa
foods (for example, meat) from specialised butchers to grocery Stores
and supermarkets., The potential for econonising on routine clerical
and other serviece operations by computerisation is large. Keverthe-
less, the range of consumer preferences still ensures the survival of
small specialised or general stores that provide a particuler quality
of goeds, service, location and opening times.

2.62 3ome of the most important fechnological changes have applied
to the food service and household parts of the food economy. Free-
zers, micro-wave ovens, eleciric food preparation machinery, dish-
washing machinery and timing systems have greatly increased in houge-
holds over the post-war periocd, particularly in tnose countries with
the highest incomes., This nas facilitated the transfer of food pre-
paration to the food processing and manufacturing sectors, has eco-
nomised on hcusehold space and time and enabled female participation
in the labour force to increase. Whilst this tecknology is energy
depeadent in preduction and use, the overall effect has reduced some
energy inefficient consumption at the household level.

iv) Nutriticnal preferences

2.83 The relatively high levels and sources of calorie intake asso-
ciated with greater affluence, highlighted by some medical evidence
and data on morbidity, nas increased concern over diex, The range
of food products catefing to this concern has grown rapidly in re-
cent years, evern encroaching on tradiiiornal gastronomic areas.(1)

In the same way, cecncerrn over varicus food additives has led to hoth
a commePcial and a legislative respense.

2,64 The factors that account for the changes in time-saving food
consumption patterns are not inconsistent with increasing demand for
both simpler "health" foods and "guality" at home or away-from-home
food consumption, These special categories of demand represent
specific preferences within a wide range of food preferences.
furtner, the marginal valuation relative To cost of "guality" fcod
prevaration is increased when it 1s less frequen%, and is alsc pro-
viding amn enterzainmenmt fumction.

1) Great caution must be exercised in the interpretation of redical
evidence and data on merbidity partly insefar as evidence may bpe
based cn animal or small human conirol groups, partly because of
the wide range of numan metabolisms and siructures, partly because
the decrease in deaths from infarnt and childhocd infecticns and
epidemics as well as the average ionger life and the decrease in
nirth rates automatically "increase" tre proporticn and absolute
number of deaths from degenerative diseases and accidents., The
medical evidence seers best to support the conclusion that a wide
variety of inter-related factors in different countries account
for country differences in irncidernces of disease and death of
wkich diet is ornly one.
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2.85 The relatively smaller influence on overall focd consumption in
020D countries from income and population growth will result in a re-

latively greater influence 0f preferences for the non-nutritional ele-
nents in the fature. Therefore, the attention to packaging, nowvelty,

convenlence and advertising are lixely to exercise arn enhanced role

in foed consumption patterns.

v) Informaticn

2.66 In recent decades the growth of the medim, consumer education,
terporary and pernanent migraticns of people and techrnical conferences
and computerisation have resulted in a rapld increase in the range and
volune of informaticon avallable 1o producers and consumers. This has
resutlted in some intermationalisatiorn of production and consumption in
terns of processes, techniques and cholces of food available. This
trend ras been particularly impertant for soft drinks, fast focods and
scre convenience foods. The available marxei for meny of these stan-
dardized foods has widened, encouraging larger outputs, multination-
ality, lower costs and some displacement of existing focds and ocutlets,
But, in addition, it has alsc added to the range of foods availlable,
as the products have become more familiar and acceptable.(l) However,
although the lack of available knowledge is rarely a constraint in

any CZCD country on develoovments of techniques within the food systerm,
the apolication of these technigues may be constrained by lack of
ddequate infrassructure, natural conditions snd low incomes in some
areas, Finally, the computerisation of information systems has pro-
vided, and is likely to provide, increasingly improved cozntrol
throughout the food chain, with important implications for storage,
wastage, scheduling and therefore rescurce use and cests, It may be
noted that meéern, precision control systems, while rreoducing a unl-
feorm, mass produced product, increase the possibilities of incorpora-
ting differences in "secondary characteristics™ in products {for
exanple, more or less sweetening).

5. Conclusions

2,67 The preceding review of changes in the food economies logi-
cally suggests Thnat attentiorn should be directed towards the future
and the policies that will be needed. The chbvious starting point is
to assume a broad continuation of the developnents discuszsed In this
chapter. These overwhelmingly emphasize the continuing shift in the
economic relationships within the food economy and between it and
the rest of the sconomy, and the adjustments in resocurce uses that
ese past

1) Although the introduction of "regional! or "naticnal! foods in
cther lcoccaliities mey weil invelve some distoertion Zrom the
original product.
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developments <ook place within a genersally favourable economic con-
text, whereas a future craracterised by relatively high energy costs,
slower rates of economic growth and increased political and ecomomic
uncertainty, would create a fundamentally different policy context,

2.68 The preceding descripiion and analysis of the food economy
emphasizes two important points relevant to policy and gives addeqd
weight tc the broad, food pelicy approach:

- the Interdependercies within the food economy and between it
and *the rest of the national and international econony nean
that policies directed at one part have increasingly important
implicaticns elsewhere and can conflict with objesiives pur-
sued elsewhere in the food and economic systen;

- the changing size and structure of the food |economy a3 &
result of ftechnical, economie and sccial change means that
conventional assumptions regarding the problems and their
golations needs to Te fundamentally re-exarined an
evaluated.
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INTERDEPENDENCE AND POLZCY

1. Policy relationships

3.1 The interdependence of the various elements in the foaod economy,
hetween the food ecornomy and the econcmy in general, and between
national economies in the international context provides a fundamental
reason for ftaking a bread view of policy-making in releation te food,
The wide~ranging consequernces of policy measures directed at indivi-
dual componenis of The food economy reguire attention., Froblems re-
sulting from narrowly focused approaches are underlined by specific
exanples of conflicts that can arize,

2.2 Tke developments outlined in the last chapier imply changes in
the digtribution of income beiween all the component parts. The
actual or expected changes in the costs and bernefits as a conseqguence
cf charges in the economy lead, in turn, To adjustmeni responses on
tne part of the variocus participants. ITnis is a continuous, dynamic
process to which policy must relate., In general, pelicy alters the
distribution of costs and herneflits within an eccnomy and between
national economies. And, just as there is interdependence hetween
the component parts of the food economy, sc alsc is There inter-
dependence Letween the various policies and continual adjustment as
a response tc the effects aof those policies.

%.% The success in achleving policy goals - in the sense that one
particular policy is adeptedé rather than ancther - depends on a range
of facters That differ hetween countries., It is important to reco
nise these differences because they throw light on the possibilities
of and the limitations to aiternative pcolicies and The trade-offs
implied in different countries., The follewing factors are consi-

dered important in this context:

- tre relative size of econonic groups within economy, parti-
cularly in terms of numbers of people;

~ the organisational efficiency of econcmic groups in terns
of the homogeneity of objectives, intra-group ccmrunicasion,
access to policy-makers; and the pelitical importance of

eccnonic groups within the given peolitical systiem;



- the importance and influence of informalion, particularly
generated by the mediaj
- the role and interests of the administration in the choice

of policys;
-~ the perceived importance of an economic group in terms of
natlonel security.

3.4 But, equally of importance in this context, and this has been
refoerred to in Chapter I, a variely of goals exist at any point of
time and therefore the choice of pelicies involves compromises and
trade-offs. In addition, whilst policies may be directed towards

a particular econocmic group, there are invariably secondary effects
on other groups, which, in turn, may generate counter-acting
policies.

2. Folicy areas
i} Agricultural policy

3.5 Agricultural policy probably ranges first in the various policy
areas that must be considered in the development and implementation
of food policy. Tt is a general term given to z set of policles
covering a wide area including, for example, production and price
policy, structural policy, agricultural research and education {or
extension) policy and marketing policy. Closely related policies,
which can be considered within the area of agricultural policy, are
rural development policy, environmental policy, taxation, inheri-
ftance and farm credit policy and legislation relating to farm labour.
The objectives relating to the agricultural sector are frequently
many and various and commonly includes

- adeguate and stable supply of farm products and food for
domestic use (food security);

- increased productivity and efficiency in farm producition
and marketing;

- adeguate incomes to farmers, comparable {o non-farm sectors;

- reascnable prices to consumers for food products;

- the maintenance of a satisfactory urban-regional balance
and the preservation of the countryside;

-~ a contribution to macro-economic objectives relating to
economic growth, Walance of payments, inflation and
enployment. (1}

3.6 In all OECD countries preduction and price policies are major
areas of agricultural policy in relation teo ihe achievement of

1) For a more detailed discussion of policy ebjectives in OFCD
Member countries, see Review of Agricultural Policies, General
Survey, CECD, Paris 1979, pp. 19-30.
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tihe obJectives listed above., Frice support instruments have bDeen

the most commonly used and economically important measures, although
the actual mechanisms vary by commodity and country.{1} Depending or
the mechnanisms, the cozis of price support have heen Dorsne By con-
surers, taxpayers cr, in relation to the demestic economy, by

foreigners.

2.7 Structural policy concerns the aslze and physical conditions of
farms; its major aspect lies in resource adjustment in order to im-
prove procductivity and efficiency. It focuses on these paris of the
fart secthor that are most vulnerable fto competitive pressures and to
whicn the burdens of adjussment are most severe. Therefore, a wvariety
of irncentives have been employed te guide and faciliialte resource

adjustment in line with stated cbiectives,

3.8 Agricultural research ané education pelicy is alse intended to
improve the preductivity and efficiency of farming and carries a po-
tenﬁially very high longer-term impact on crientation of output and
of structures. Marketing policy is directed towards inmproving the
quality of farm products soid and the nmarketing channels for Larmerst
partly thisg is an informatior funciion, par:tly it involves the
establishment of purchasing enterprises, including marketing boards
and co-operatives, A wvariety of other policies are cencerned with
defining the conditions and environment of farm practice or to give
further financial advantages to farmers by way of differential taxa-
tion or credit rates.

ii) Internatioral dimensions of agricultural policy

3.9 There are important internatlonal dimensions to agricultural
policy, with significant implicaticns for relations between UECD
countries and between them and the rest of the worid., Theze matters
are not only affected by Government acticn but can alsc be strongly
influenced by the activities of international trading companies and
multinational corporations.

3.10 OECD Member couniries are aiming generally at the expansion
of trade to reap greater benefits of irnternmatiornal specialisation.
At the same time in most countries there is a Tendency tTo increase
output and exports, and decrease imports, of both agriculitural com-
modities and processed foods. This is against a backgrournd of a
relatively glow increase in aggregate food demard in the OECD area,

1) The CECD Review of Agriculiural Policies documents and examines
policies TR CECD countries,
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but a growing food deficit in the less developed countries.{l} This
defici%; coupled with the broad economic problems of the developing
countries leads tc a very significant non-commercial trade in food
products (food aid etc.) which has an imporiant influence on the agri.
cultural policies of OECD countries. There is also a significant po-
tential demand for food in these countries which would only be realii-
sed 1f econemic conditions were improved. The objectives of policy
in the developing area include the achievement of food security, the
stability of supplies and prices, the contribution of agricultural
ané feod trade to the balance .of payments, voth by impeorting andéd ex-
porting countries and the predictakility of import flows to comple-
ment variatioms ir domestic supplies. ‘In addition, the wider
interests of balanced world development irn the long-Term and the pro-
vision of emergency food supplies in the short-term are important
objectives for CECD ccuntries.

53.11 The dcmestic and international dimensions of agricultural poliey
incorporate a wide range of objeciives and measures and at the inter-
face they inevitably highlight the conflict that arise in attempting
to similtaneocusly achnieve these objectives, Trade measures aimed at
increasing exports and restricting imporss often result in higher
domestic prices {which in turn encourage greater output) and nay
achieve domestic otjectives related to farm incomes, the security of
suppiies and the balance of payments; nowever, <the international allo-
cation of rescurces and the level and direction of trade may also be
distorted. It is salso noted <hat, whilst the increasing of domestic
food supplies trhrough policy measures may supplenent mecessary world
stocks available for food aid, the long-term aim ¢f increasing out-
Pput in developing countries may be impaired.

1) - The FAO has recently estimated tnat the net cereal deficits for
the main importing developing courtries (accounting for 98 per
cent of total developing country population excluding Chinag
will rise from an average of 50 million tons in the mid 1970s
to 115 million tons in 1990 and 180 million tons by 2000 on the
tasis of trends: see FAO Agriculfture: Toward 2000, Twentieth
Session, 10th - Z9th November, 1379 Rome Cf9/24 Jwiy 1970.

- For the food deficit members of 36 developing couniries,
the Interunaticnal Food Policy Research Institate projected
that by 1990, on long~-term trends, there would be between 57
ard 139 million tons deficit in staple Zood; see IFPRI, Feed
Needs of Developing Countries: Projections of Production and
Consumption to 1990, Research Hepor- §0. 3 WASHLINELOn LU 197 7.

- In the report Facing the Future {CFCE Paris 1979) OECD nas
estimated that The polentlal food supply situation in develop-
irg countries up %o the year 2000 is unfavourable and That many
countries would have to deuble or even treble grain production
py that time to meet demand from domestic rescurces, Further-
more, even given such increases the projected average food energy
intake for the rnon-0FPEC developing marxet economies is insuffi-
cient to ensure adequate mutrition for the posr if wide income
disparities persist.
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3.12 Further, the international agricultural and food marxets con-
stitute a small part of total sources of supplies for most focd com-
modities, Trerefore, & relatively small change in the demand from or
supply %o that market will nave a relativeiy large effect on prices
ard, in turn, incomes to trnose supplying the internaticnal narket,
Trerefore, if policy isolates comestic agricultural and food markeths
from +the international market and uses the latter as a residual
market - aupplying to it or demanding from it teo achleve domestic
objectives - then the achievenment of domestic price stability can be
at the expense of stability in internaticnal markets. (1)

i1ii) Consumer and social policy

- Comsumer cost of food

3.13 All policies have corsumer aspects, which have various affects
on different groups in soclety, The issue of the ceost of food to

all or groups of consumers haz been an important aspect of foed
poiicy in many countries, During the pericd in the early 13870s,

whent world agricultural prices increased vapidly and steeply at a
time of high inflation and slowing economic growth, there was general
conceryn amcngst consumers regarding the price of food, particularliy
in relation <o the inflaticnary process,

2,14 Over a longer period, some CECD csuntries with relatively small
agricultural populaticns and sectors and with an "urban bias" in
economic and political siructures have tended Tc favour policies
that result in relatively low Zfcod costs %o consumers.(2) As the
cost of feeg is 2 larger share of the expenditure of low income
groups, policles directed towards lowering the cost of food To these
groups have operated in many JOECD countries, A4 variety of instru-
ments have bheen employed in connection with this aspect of consumer
policy. ost basically, pelicies directed at obtaining supplies of
food at lowest prices have been adopted together with non-marxet
price support to farmers in order fc avoid a conflici between
achieving low prices to consumers and high receipts to farmers.
Various forms of deficiency payrents, where the difference between
lower ceonsumer prices and higher receipts to farmers is paid from
taxation, toge<her with a liberal food inport policy come within
this area. However, wiilst deficiency payments support farm output
without increasing consumer food prices the financial support fo
increrental cutpus from faxation can be an implicit expors subsidy.

1) See OECD, The Instability of Agricultural Commodity Markets,
Paris, 1980.

2} The net agriculiural and food exporting countries, where there
might be a "rural bias" economically and/or pelitically, are
able To produce relatively cheap agriculiural commcdities, re-
flecting their comparative agriculwural advantage.
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%.1% Consumer subsidles can contribute to nuiritional improvenent
and encourage consunption of certain foods, This asvect kas plaved
an important part in the social policy of many OECD countries, parti-
cularly in fulfilling the objective of greater eguality in standards
of livingesamongst tine population, But such programnmes often derive
some of their political support from producers who are anxious o
expand their markets or improve their income.

- 3afety of food

3.1& ~Food safety is a focus of consumer policy that is likely o
have an increasingly important effect on the food system. The
original concern was to ensure that feods consumed did net pose an
immediate health risk, therefore regulations for the conditions in
which animals were slaughtered, dairies operaved, food was canned
and boitled, sold and prepared have a long history iz many coun-
tries. 3Many of the technelogical developments ir the food system -~
refrigeraticr, heat treatments, vacuum pacxing, and preservatives,
for example, have greatly increased the safety of fcods, many of
which were adcopted for cemmercial reasons.

5,17 But food produciion and preparation is beconing more complex.
The wide use of ranges of additives - colourings, flavourings,
stabilizers, preservatives - often of chemical crigin - nas led to
increasing concern over, in particular, the long-ferm effect of
these additives, further, the use of chemicals in the agricultural
sector, the intensive rearing of some animals, the long pericdzs of
preservation of some foods and fhe specialisation in certain areas
of food preparation have added new rigks.

%3.128 The regulaticons regarding these areas of safety vary between
couniries, although there are some developmenis in international
standardization {for example, in the European Econonic Community,

and Codex Alimentarius commission}. But for many processes ané addi-
tives, the health risks are not vet fully kthown. And the imposition
of regulations on inputs or processes used To convert inpuis can hawve
the effect of redefining the industrial process. The change in pro-
cess may inerease the real coste of production and treansformation.
When, Tor example, tre additive DEZ {an additive that ixpraoved feed
conversion rates} was prokinizted in cattle feeding razione, feed
conversion became less efficient.{l)

13} Concern has been expressed regarding various preservatives (such
as nitrites) and sweeteners (saccharin) in food processing,

which could similarly lead to changes in production methods, with

cost implicatiorne.



- Consumer information

%,19 Cne of the most freguent activities of govermment in the con-
sumer area has been its efforts to improve consumer information

about food with the objective of maintaining and improving consumer
sovereignty - the ability of consumers io choose how they spend their
incomes. Pressure for government intervention has arisen from a
variety of consumer pressure groups, parliamentarians and the media
as the proliferation of products and forms being offered has made it
more difficult for individual consumers to evaluate the quality,
gquantity and relative prices of goods on =sale.

3.20 Action ranges from nutriticonal labelling and unit pricing,
¢lear definitions of size, descriptions on packages, and infqrmation
on available prices, diets and menu plannlng. Again, this 1s an area
in which computerisation creates great potential benefits in the
raplid dissemination of information and calculation.

~ Mutritional policy

3,21 An important and growing area of pelicy is related to diet.

in the past, the objective was to enable the population to consume
adeguate guantities of nutrients. Today, one objecliive is to re-
duce the guantities of certain nutrients, which relate in particular
to reductions in consumption of foods high in animal fats, sugar and
alcohol and increases in consumption of fibre; fruifs and vegetable.
Many government health departments and much medical opinion concurs
in these recommendaticns, alihough the quantities indicaled vary
between these opinicns., To some extent, the range of producls now
available and the recent evidence on food consumption patterns
suggests that the information regarding diet is having some positive
effect.(1} However, it does draw further attention to the conflict
between policies increasing the cutpul of scme agricultural commodi-
ties and the recommendations for decreasing consumption of these
same commodities.

iv) ¥conomic policy

4,22 The food economy is part of the wider national and inter-
national economy. Therefore policies of a macro-economic nature
have important implications for the food economy and, as has been
pointed oul, the food economy has been reguired to meet various
macro~econcmic ohjectives,

1) Both Norway and Canada have attempted to incorperate nutritional
ovbjectives within their agricultural and food policies; it is too
early to establish the effect on the basis of food consumption
and pathologieal data.
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- Eeoonomic management

3,25 Monetary and fiscal pclicy are the major policy areas concerned
with economic management, intended to achieve a varieiy of objectives:
eccnosic growth, full employment, low inflation and balance of pay-
cents egquilibrium, with wvarying degrees of eguity ketween reglornal and
social groups. However, the important linkages, both domestically and
Internationally between monetary policy, exchange rates and commodity
marxets in the presence of & well-integrated capital market raizes
fundarental and sigrificant guestions relating to the independence of
naticnel policy {and the conventional wisdéom regarding the causes an
effects of economic phernomena), the sitability of pelicy and marxets
and the consequences for future internaticnal eccnomic relations.

3.24 These relationships have become much c¢learer In the 1970s durin
the pericd associavted with flexible exchange rates and the inter-
national movement of capital arising from the rise in oll prices. The
agricultural ard food sectors have been increasingly affected by these
changes as they have become more interdependent with the rest of +the
econcrly énd with ecoromic policies, For example, a change in Jomes<ic
monetary policy will nave an effect on interest rates, the exchange
rate and the rate of inflationi a change in the exchange rate can
alter the flow of trade; a change in interest rates will affect the
profitability of sicck-holding whick, in Turn, has repercussicns on
the velume cf trade., These effects will zave most significance on
world markets when thoey emanate from the largest economy and agricui-
tural exporter in the OECD area (i.s. the United States). Thersfore,
ar extra dimension is added to the instabkility that is a Traditional
feature of agricultural prcduction-and <rade,

-

3.25 Changes ir the rate cf econcomic growth and of employment have
ar: ixportant effect on the agricultural sector: the relatively high
rates of economic growth and employment opportuniiies in many OECD
countries in the post Second Worlid War period both atiracted agri-
cultural lakour outflows and, in turn, stimulated further growtn.
The rate of outmigration from zgriculture in receni years has teen
guite sensitive to the overall level of unemployment., The more
integrated the agricultural sector is with the rest of the national
ard initernational econcmies, the more sernsitive will it e <o such
eccnoric changes, compared, for example to a more self-sufficient,
sutsistence agriculture which, at the cost of low incomes, is more
reziliant to exiernal changes.

5,26 Toods gererally have low income elasgticities of demand, and
therefore would be expected to experience a sraller fluctuastion in
demend with fluctuaticons in incomes, However, a slowdown ir eccnonic
ZYowsi increases the competitive pressures on the foocd economy and

ma, .

shifis demands towards lower priced feoods. The high personal
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irvestment in houses, cars and other consumer durables in Q0ECD coun-
<ries, and the expectations of steadily rising standards of living
iway have a greater impact on the distribution and level of consunmer
food expenditure in a recessionary eccnomy because it is relatively
easier *tco change food expenditure than investrent in consumer
durables.

- Industrial policy
2.27 One of the important elements of industrial policy relates to
the area of competition. In general, in OECD couniries, competition
is wviewed as a desiradle market form, This does not mean That there
is unfettered competitions in general, the expression of corpeti%ive
behaviour is limited.
3.28 Trhe navure andé degree of competition is significantly influen-
ced by the operation of price pelicy in the food economy., Price
guarantees for agricultural ccmmodities exercise a determining effect
on the profitability of azlternative ceormodities, locaftions and methods
of production as well as marketing stravegies and preduct development;
the prices paid by food processlrs will, in turn, influence produc-
tion decisions in thai secter. Clearly, the nrice paid by processors
will be relazively higher or lower depending on whether farc price
support is by a marke: export or deficiency payment system. Price
controls directed at the processing and retail seciors will, again,
affect the competitive envircnment.

3.29 With <he rapid development of modern retailing metheds, in many
countries there was a variety of legislation whick supported small
shopkeepers against competitior from larger firms. Such legisTation
included differences in takation, mandatory frading nours, resale
price maintenance and limits ¢on the expansion of new stores. Eowever,
mary of thege restrictions were later removed{l) in the face of +he
strong consumer preferences for the cevelopment of large stores.

2,30 7The United 3tates has long standing statutes prohibiting amti-
competitive business combinations and beheavicur., These laws have
heen frequently applied in the food industries and large firms must
consider the competitive impacts of their actions hefere they are
taken, During the mid-196Cs, consent decrees were obtained hy the
Federal Trade Commission against several of the leading food chains
which severely limited treir merger activities. Prior o tkis,
mergers contributed fto a significant amount of the growth of the
leading food retailing firms.

3,31 In much of Europe, governrents and the general public have
looked more faveourably on recent strcctural and relazed developments

1} QECD, Food Marketirg end Zccromic Growth, Paris, 1970,




in the food industry. Some couniries . have given pozitive support te
structural modernigetion. Such prans have had certain feazures simi-
lar to the pregrammes initiated in the farm sector and have envisaged
Tewer, but larger znd more efficient enterprises in such sectors as
silaughtering, dairy processing and food retailing, Incentives giver
te the enterprises have included credit facilities and tex exemptions.
Development of the fcod industry is often considered essential since
it wiil respond to tThe rew trenés in focd demand, previde a widexr
‘choice, hetter guality znd greater convenience, Yevertheless, for
exampie in the United Kingdom, there rave been freguent investiga-

tions into pricing practices, particularly of feood manufacturers

and large retailers {especially in the bread Industry, which Zs
nighly concentrated); the cpinions expressed varied vetween large-
scale enterprises and cconpetition as the preferresd means of maiatain-
ing low prices.

3.3%32 Differences in the levels of government assistance offered for
individual sectors is anosher aspect of Industrial policy which can
have important implications for agriculture ard the food economy in
general. Ir Ausiralia, for example, which until recently (like
Canada, New Zealand and some other countries) foliowed a manufactur-

ing policy pased on impert replacement, agricultural exporters have
argued that the preferential treatment offered in that country to
certain manufacturers through tariffs and other import restriciions
hag ioposed an indirect tax con farmers and has thereby created
ineguivies and prevented the agricuitural sector from conzributing
as much as it could to national income. Indeed, some ooservers have
arpgued that on "tariff compensaticn' grounds, Australian agriculture
should receive cff-setting subsidies. (1)

3.3% Finally, ancther area of lmportance within the context of
industrial policy concerns the location of industry. Many food
manufacturing establishrents are taszed ciose to sources of domestic
or imported supplies of raw materials and are important sources of
employment in some regions. Changes in the structure of fcod demand
and raw paterial supply will therefore have important implications in

varicus leocalities.

v) Energy policy
3.%4 The issue of energy and energy policy has rapidly increased in
importance in the 1970s. The rise in the price of energy has had a
number of direct sost effects on the focd ecconomy and rnas started to
influence the composition and leocaticon of agricuiltural and foof

1) See for example, S4uart Harris "Tariff Cozpensation: Sufficient
Jugtification for Assistance to Australisn Apriculiure?
Australian JournaZ of Agricultural Economics, 19(3), Decermber,
1973, pp. 131-145,




production. ‘'lhese changes raise issueg of adjustment in the food
economy. Bul, in addition, the possibility of energy production from
biomass {for example, maize)}, has important implications for the type .
and location of agricultural production and competition between energy
and foed preduction. The indirect effects of the rise in energy
prices on economic growth wili affect the relative demand for foods;
an important policy implicatlion follows from the balance of payments
effect: the deterioration in OECD current accounts provides an extra
incentive to increasing agricultural and food self-sufficiency by re-
ducing imports and increasing exports.

vi) International policy

3.35 Reference has been made on several occasions in this report to
the international aspects of the food ecomomy and food pelicy., There
ig, however, no in-depth analysis of either internaticnal food economy
problems and policy issues {e.g. the impact of multinational enter-
prises in the food sector) or of international food policy. These
problems might merit some follow-up analysis at an appropriate time,
The usge of trade sanctions and preferences in pursuit of foreign
policy geoals has become & central issue in the 197Y0s; the discussions
and negotiations concerned with international commodity price stabili-
sation, stocks of staple foods for emergency use and international
trade ;iberaiisation (GATT, OECD and United Nations! agencies) have
taken on a greater importance in the uncertain economic and political
climate of the 1970s. The issues of agricultural trade policy are
inextricably linked with the pattern of world agricultural production
and levels of nutrition and are a fundamental element in international
relations.

vii) Other policies

4.5  Other policies have implications for the food economy; these
differ between countries and over time. Emplovment policy affects all
parts of the foond system as a result of social securlity, minimum wage,

gafely and unemployment legislation; in many countries the preserva-
tion of existing employment is an important objective. Trangport
policy, in so far as it determines the sizes and types of vehicles and
legislation regarding wvehicle operation, directly affects the cost of
food distributien: in many countries a major share of transportation
is in connection with the food sector. Education policy, in a wider
sense than indicated in the discussiom of agricultural policy, has a
pervésive influence throughout the economy, both in its role in econo-
mic growth (particularly with regard to social mobility} and in its
information and expectations -~ creating functions.

4,37 PFinally, as a function of rising standards of living and more
information, poiicies towards the Environment, the urban-rural
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balance, tourism, town and country planning take on a relevance tThat
is lesg a luxury than in the past. These are potentially areas Of
growing importance: once people consume adequéte levela of nutrients,
the concern with many of these aspects becomes more important (that
is, the net benefits to be derived from improvements in these areas),
Thus, for example, the concern with intensive farming methodz and the
attractiveness of the countryside, However, the implication of ful-
£illing some of the "ecological objectives is often to increase the
costs of feood production. In many countriea, there are strict con-
trols on agricultural pollution and the preservation of "areas of
natural beauty". With regard to the alternative use of the country-
side as a source of food and of leisure, it should be noted that the
areas of greatest scenic beauty tend to be those of least agricul-
tural potential, so they provide an extra source of income which
could relieve farm policy, lo some exient, of expenditure in those

cases,

3.3 'This review of policies relevant te the food economies in ORECD
countries has indicated the extensive range of these policles; in
fact, no major area of peolicy is excluded. This iz, of course, not
unigue to the food economy. In addition it has been shown in many
dnstances that the achievement of one obJective may e at the ex-
pense of the simultanecus achlevement of objectives elsewhere: +this
is, of course, a well-known consegquence in an economy in which there
are scarce resources relative to the demands on them., But it is not
only the range of policies relating to the food economy, nor the
multiplicity of objectives within the overall policy context that are
the major emphasis of the food policy approach.' In the next chapter
it is argued that it is desirable that policy-making be mere open or
transparent, with the intention that this should facllitate the adop-
tion of policies that are more appropriate, consistent and simple.
Whilst we are concerned with food policy, this does not mean that
these suggestions are any less relevant to policy-making elsewhere

in the economy. However, the importance of agriculture and food in
the economy, and the extensive government involvement already pre-
sent in relation to agriculture and food, make it a sector highly
suited to this approach.



v

FCOD POLICY

1. The case for food policy

4,1 Food Policy is a strategy that views the food economy and poli-
cies relating to it in an integra®ted way and in a bracd economic and
political context., It explicitly recognises that there are choices
to be made concerning the use of available resources at any point in
time and that there are often secondary effects of policies. It
also receognises the need to look further ahead tharn the immediate
future, towards the medium-term, when framing peclicies and avoid the
nerrow ad hoc measures aimed mainly at short-term c¢rises that have
all too oftern been intreduced in the past, In this final chapter it
‘is argued that on the basis of the discussion in the previous chap-
ters of *hls report on the issues that are likely to be importart in
+he future, the food pelicy appreach can provide a waiuakle frame-
work for improved pollcy-making.

4,2 In chapter IT the changing nature of the food economies in QOECD
countries was describved and snalysed, Amongst other things, it was
noted that in relation to some countries at least, it is important
to remember fhe place of the fisning industry when considering food
policy. 1In general, alihough there are different levels in the
development of the food ecoromies from ocne country <o another, there
is increasing interdependence between the component parts in each
food economy and betweern the food economy and the fest af the
national and international econcmy. The JECD food economiess have
become more industrialised, whilst production methoeds and consump-
tion patterns nave become more international.

4,3 In chapter IIT the wide range of policies relevant to the food
econany were indicated and it was emphasized that the national and
irternational food economies are increasingly sensitive o policies
dopfed in other srheres of the economy and that if a country pursues
policies favouring sne sector in the food economy 1t nearly alwave
irposes costs om other economic sectors in that couniry and probably
in cther countries as well.

Ag
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4.4 The interdependencies within the food ecconomies and in policies
are likely to become more sipgnificant in the future and it is the
purpese of the food poliey appreach to take account of this broader
context for pelicy-making. It was peointed out in chapter IT that
farm units tend to buy inputs from the sell output teo business units
that operate in more concentrated markets, not common in the agri-
cultural sector. Therefore the agricultural sector is vulnerable

1o shocks and pressures emanating both from the adjacent sectors,
Trom outside the food ecomomy and from the inherent instability of
apgricultural production itself. This vulnerability of the agricul-
‘tural sector has, of course, been one of The reasons why governments
have intervened in its support and why more wvoluntary arrangements,
such ag co-operatives, have been an important market leature in many
OECD countries. But it is precisely because the food policy approach
takes a broader vlew that the relative position of agriculture - its
problems, potential sclutions and adjustment to these problems may
be more fully appreciated. Az a result the role of policy may be
viewed as allowing for the balanced development of the agricultural
sector, by compensating for its weakesl points, within the framework
of market fTorces.

4.% In connection with the above point, the food pelicy approach
allows for the balanced consideration of the interests of both pro-
ducers and consumers domestically and internationally. The mosi
fundamental objective of food pollicy is the provision of an adeguate
and nutritious dieti for the population. As the Food economy becomes
more interdependeni and the complexity of food production increases
{partly due to the growing importance of feood processing and manu-
facturing} the achievement of this objective implies a wide consi-
deration of ail of the sectors within the food economy.

4.5 The case for the food policy approach therefore rests on the
recognition of these interdependencies, the need for more trans-
parency in the operation of all the sectors of the food economy and
the need Lo balance the many inbterests that are involved. Tn the
following sectlon the areas and issues of probable importance in the
coming decades are discussed with the implication that an apprecia-
tion of this broader context can result in better policy.

4.7 Given the wide speclrum of food policy, many aspecits still
require further consideration and deeper reflection at all lewvels,
both national and international.

2. The emerging policy context

4.8 Whilst many of the policy issues in the food economy that have
grisen in the past are likely o continue into the foreseeable
future, the order of priorities and the economic and political cli-
mate are changing.



i} Economic growth and adjusimen

L9 Throughout this report the adjustment of the varisus sectore of
the food econcmy to changing pressures has been stressed as a ceniral
issue for policy. In the post-war pericd to the eariy 15970s, the
favourable econocmic and political situaticon both facilitated the
adiustment process, and the conseguential re-ailocatiorn of resources
was itself beneficial tc economic growth, However, the adjustment
process has worked differently in the various sectors of the food
economy &5 a result of {the differing influence of policy,

4,10 The issue of adjusiment has become more imporzant as a result
of economic develcopments in recent years, which have changed relative
prices, cost structures and paitterns of demand. Adjustment toc these
changes nas been rendered more difficult by slcw growth, high un-
erployment and longer-run Irende which have increzmsed fixed costs.

At the same time, failure to adjust sacrifices some potential econo-
mic growtn. In this situation there is a danger of a "vicious circlel
of low growth-resistance fo adjustment., There are always pressures
on Jovernments to cuskion the impact of changes by selective measures
but, over time, thaere is likely to be a deterisration in the trade-
off between short-term bezefits fror such measures and their costs.

£.11 Tt is often difficult for nasional governments to shift away
from the defernsive zaction of propping-up weak sectors uniess overall
édemand is rising and/or new production prospects are energineg fast
enosugh to provide alternative employment, Egqually, however, a shifz
away from defemnsive peolicies is necessary, along with appropriate
macro-eccnomic policies, to ensure sustained growth. Typically,
therefore, maintaining eccnomic kealth during pericds of gererally
slack demand or productivity growth invelves nard choices. These
protlems were closely discussed at the recent meeting of the CECD
Ministerial Courncil. (1)

4,12 It is important <That these principles relating to positive
adjustment should be applied to the food economy, given its wital
place in the overall economic situation of ¥Member countries. They
urderline that covernments, when framing policies for the food
economy, should take full account of general economic considera-
ticns. However, +the strucsture of the Zood econeomy is guize
different in The individual OECS Member states and measures concern-
irg the fcod business strongly depend on the overall orientation of
econamic policy. It iz, therefore, difficult to generaiise about
the OECD food economy, especially with regard to the economic per-
formance of this sector and its progress in relation to adjustment.

1} A detailed account of the Xinisterial Council's discussions and
agreements 13 given in the QECD Opserver, Special Supplement on
OBCD Ministerial Council, Paris, arq - Lon June, 980,
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ii) Trade and tze security of supplies

4,13 3Both within the CECD ares and netween DECD countries and the
rest of the world the volume of trade in agricultural and food preo-
ducts has increased over time. In general, the expansion of trade

is an importanrt objective of the OECD couniries. However, the econo-
miec preoblems arisirg in the 19705 have put strains on the whole inter-
national trading system as countries have been concerned to preotect
domestic output and employment, particularly during a period of econo-
mic recession. In the agricultural and food %“rading area there were
addizional strains as a result of the inherent uncertainties in agri-
cultural producticn and the charnging valance of supplw and demnand in
world markets which can quickly alter the ftrading situation facing
OECD countries. Recently, the slow growsih of food dewmand, aggravated
by the economic recession, has created increased pressure cn govern-
ments to adopw policies which resist adjustment in trneir domestic

food sectors. wnat this can mean is that some of the burden of
adjustment could be transferred from the domestic economy to the

werld market.

4.14% Tre halance of supply and demand in agricultural and food
markets in the future is uncertain, and thus alsc the pressure for
protective trade measures. It is noted, however, toat mest recent
projections foresse considerable growth in demand for majior food pro-
ducts, in the medium-term at least and that this c¢ould make adjust-
ment easier inm domestic agricul<ural and food sectors., It is import-
ant to stress, nowever, that if these projections are not realised,
there could be a danger of many countries adopiing competitive agri-
cultural policies t¢ improve trade balances that could be collec-
tively incompativle and negative in their impact on economic growzth,

4.15 Besides slow growth in food demand, would market instability
may be anoiher scurce of pressure on Governments to adopt negative
policies in the food economy.{l} It has been observed in this repars
that the instability in world agricultural commcdity markets can be
generated from the instabiiity in monetary policy, transmitied via
flexibvle exchange raTes in the presence of a well-integrated capital
marke:, Furthermere, balance of paymerts prcblems nave arisen as a
-result of the transfer of financial capital arising freom the rise in
oil prices. In effect, during the 19705 there has been & marked
increase in the level of eeocnomic and pelitical uncertainty world-
wide, One response oy some OECD countries has been to attempi to
inprove trhe levels of self-sufficiency in focd supplies, in otrer
words to redulce Tre unceriainiy ir one Iimpertant economic sacTtor.,

1) See, OECD, The Instability of Agricul*tursl Commedity HMarkets,
Faris, 1980,
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4.16 The issues raised above, stemming from these new pressures on
Governments to resisi the adjustment process, threaten to undermine
many of the foundations on which trading relations between JECD
countries have been based.

iii} International relations and foreign policy

4,17 The issues discussed above are central te the relations bezween
CECD countries, Dut there are two other important areas concerning
the relations beiween DECD and non-OECD countries which, in addition,
nave initra-0xECDh implications.

4,18 Firstly, the rela®ions between the CECD countries and *he deve-
loping werdd include an important food and agricultural component.
Reference nas been made in This report to the projected growing

cereal deficit of the developing couniries, and to the objective in
neny developing countries to expand their processing activities in the
food sector. Trerefore pclicies both in the OECD ard developing coun-
tries towards the food sectors determining price levels znd trade
flows, and towards multinational enterprise activities, can have
significant effects on the interrational allocaion of resources in
thege sectors. DBut, ir addition, similar peolicies towards the indus-
trial sectors have important implications for the food sector in that
they affect the levels of nstional income and the capacity for trade:
amongst otiher things, for example, a protectionist policy towards the
industrial sector in one country can reduce the ability of octher
countries tc purcrase its agriculturasl exports. Une guestion whicn
arises in this context is the inconsistency which can be recogniszed

in cases where agsistance is provided by CECD countries towards deve-
lopment of agriculture in developing countiries on <The one hand but
adequate market access for the agricultural products of those coun-
tries is denied on the other hand,

4,19 Secondly, reference has been made in this report tc the use of
trade measures to pursue foreign policy obJjectives. Cn cne level

it is dcubtful whether food *rade sanciions {or preferences) can
achieve the wvarious intended effects because, firstly, there is
rarely a monepely source of supplies that can be effectively mani-
vulated and, secondly, there is no simple linkage beiween The change
in trade flows and the behaviour of foreigners! policies. 2But on
ancther - and nore fundamental - level such policies are nighly dis-
ruptive to tne integration through trade thaz has been achieved sc
far., They =dd an extra element of uncertainty inte an area that is
inherently uncertain by virtue of its reliance on naticnal facters
ant thus reduce confidence in the trading system. In additicn Zo
the exira costs of urceritainty, such pelicies involve more direct

costs for fthe sanctions-imposing couniriss,
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iv) Emergy
4,20 The prosvect of a relatively =low egconomic growih in “<ne imme-
diate future and hightened poiitical and economic uncerszainty, associa-
ted with trhe protlems of world energy supplies, raises issues of cru-
cial irpcrtarce to DECD countries., The political eccnomy of energy
will ccocupy a dominant pesition in economic and political develope
ments in the foreseeable future. According ito the recent 0ZCD Meeting
of Experts (May 1980}, tne food econony, from the production of ferti-
lizers to the gpreparaticn of foodstuffs(1) accounts for between 15 and
20 per cent of the firel energy uvsed in COECD countries, There are
wide variations, nowever, in énergy reguirements acgording to diffe-
rent feocd chains ané the different secters witinin the food economy
which, in turn, imply different regiocnal use paiterns., Energy price
rises raisg several inmportant policy issues for the food econcmy rela-
ting tc energy conservaticn and kicmass sources of energy supply, the
various adlustments implied between sectors of the food economy, re-
gions and countries, and the effects on international trade., Cleazly,
the pervesiveness of The implicationsg of the energy guestion through-
out tha OECD econemies acdds further emphasis to the necessity of
viewing the poiicy issues within the overall policy confext.

v) Kew-technologies

%.21 Technological change is increasingly important in the food
zconcenmy and promises to exert an even greater impact in the fuiuare

az a resul® of computerisation - cheaply and widely available through
the micro-processor revolution - and 2io-tecknology. The changes,

tc which reference nas been ziven in this report, will affect a2l1
parts of the food econcmy., 4Animal and plant breeding and the control
of pests and diseases nave been influenced by genetic sngineering;
the processing and preservation eof foods and the productiocn of non-
cenventioral foods nave been changed through blo-tecnnclogy; the cobe
trol of production precesses and tie transmission of informaiion have
beer altered by computerisation. Long-Iife milk, single-cell and fer-
mented industrial protein, iscglucose and artificial sweetener:a are
sarme of the products new availabnle.(2)

1)} Boually, %he use of agricultural raw materlals for nen-food uses
should be mentioned, such as manufacture of gaschel and deter-
genis from sugsr, as well as ernergy from blomass.

2) The total food system embraces Zarm production, processing, trans-
rorsation, wholesale and retail trades, and fingl pregaratisz or
cooking.



422 The application of even The existing technologies have critical
implications for foed policy. Some of the applications, for example
industrial protein and isoglucose have been developed as a response
to high meat and sugar prices as a result of the feod crisis in the
world in the early 1970s and due to domestic price policies. The
potential for providing adequate diets worldwide is greatly enhanced
by technological developments, but the realisation of that potential
will partly depend on policies concerned with relative priceé, market
access and food regulations (saTety and compositional standards).
Similarly, within the CECD countries, the development of the new
technologies, the location of preduction and the size of the food
economy will be influenced by policy. _It is, therefore, both timely
and necessary to recognise that food policy must incorporate more

and more elementa that are less conventionally agricultural,

vi) Nutrition
4,23 1In general in OECD countries per capita food consumption is
adequate in providing minimum levels of nutrients on a regular basis.
However, there are groups which are at risk in this respect, inciu-
ding low income households, one-parent families, elderly people.(1)
The slowdown in economic growth and the increasing proportion of
elderly pecople in the population gives added importance to those
areag of policy concerned with these groups, invelving welfare foods,
consumer price subsidies, income assistance and dietary information,
One particular problem in this area is to ensure that policy measures
are directed to thosae groups for whom the policy is intended; some-
thing which has net always been achieved in the past,

4,34 But equally, with a more affluent and educated population,
there has been greater concern in OECD countries with the gomposi-
tion of food and dietary patterns with more and more prepared and
artifical foods in the diet leading to a risk of adverse effecis on
health. There is evidence that the food industry has responded to
some exlent to these concerns in the range and nature of foods
available, but it is 1likely that nutritional issues will play a
greater role in policy measures in the future and there could be a
move towards more government activity {mainly through better infor-
mation, labelling, etc.). Whilst the diversity of opinion and pre-
ferences 1limit the scope and desirability of Govermment intervention
the trends in consumption patterns, and the nutritional advice,
could create conflicts with, for example, the existing structure of
agriculture and the pattern of agricultural pelicy in CECD
countries.

1) These groups are not necessarily mutually exclusive.
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vii} Effjciency of the fcood chain

4.25 In the past, much of the comsideration cf pelicies relating

to the food econcmy nas concentrated on agriculture itself. FEowewver,
as pointed out in earlier sections of this document, trhe cother sec-
tors of the fcod chain, such as manufacturing distribution, proces-
zirg and marketing are increasingly InpeorTtant ané Governmente are
beconing nore concerned to encourage improvemenzs in the efficiency
of cperation of these sectors. Thus an important aspect of the
emerging situation In velation to food pelicies is the need for close
consideration of —The opportunities for iImprovements and rationaliga-
tion in the corponents of the fcod chain downsiream from sgriculture,

viii)} Enviromment
4,26 There has been some shift away from the traditional emphasis
o producticn of food and towards 2 congern with the ceonditions of
agricultural and feod preoduction andéd the impact of industrielisation
generally on ithe enviromment, Again, this has Leern a feature of an
increasingly affluent, mobile and educated population, The welfare
of animals in intensive productior systems, the use of agricultursl
chericals and the aestheticism of farm buildings nave Deen featured
in the media and given prominence by various pressure groups. The
iszsue highlights the possikle confliet beiween the industrialisation
and productivity of the food ecoromy on the one hand and the value
of the countryside for leisure pursuits, the nature of foods pro-
duced and the sensibilities of pecple o animals on ihe other nand.

3. SJuldelines fer food pelicy

4,27 The previous seciion has illustrated the wide rarnge of issues
incorporeted within the area of faod policy that are likely to bhe
imporiant in the fgﬁure. But the identification of those issues
and the analwsis in the earlier chapters illustrates anciher cori-
tical aspect of fcod policy, namely, that food nolicy Zs closely
inveived with monetary, fiscal, social ané forelgrn policy - as well
as the established policies directed towards the food economy. This
is the cenmtral cvonclusion frem this report, and is a consecguence of
the growing integraticn of <he focd economy inte the national and
internatiecnal eccromny. The implicatior of this ohservation for
policy-meking is that the effects of policies directed Towards one
sector can have significant secondary effecis and that pelicy-
making will be improved 1f those effecis are expliciTly recognised.
Tr this section some of the more practical guidelines for food
policy and recent measures iniroduced at government level are
discussed.

(o))
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4,28 In OECD ccuntries the market mecranism is trne principal means
througn wzich production ané consumption decisionsg are impiemented,
But, in additlon, many pelicies are introduced wiich interfere in

one way or another with the Zfree operation of the market and the
effects of such decisions fregquently generate cther policy responses.
The different interests, views and perceptions of wha: the political
mecnanisms snould provide give rise ic policy conflicts., In meeting
the obJectives cof pelicy, a wariety of instruments and measures nay
be used, with different secondary effecis, Within the overalil poliecy
cortext tanere is a complex mairix of objectives and instruments. A
general problem in all policy-making is ithai the achievement of on
objective can be at the expense cof others and that the instruments
emploved may be inadegquate in either npumber or type wo falfill their
irtended cbjectives., The diversity of interests and the inzer-
éependencies ¢f the various seciors provide much evidence of this

in relaticn te the foeocd economy,

4,29 There are a veriety of apprcaches that kave been *ried in
various OECD coeuntries as a neans of implerenting a wider "food
policy! approach, The most important of these are explained in more
detail in section 4 but they can be said fo range from implicit
policiegs and buresucratic structures to mcore expliicit processes
{suck as in Norway and Camzde). The most difficult process seems

to have beer to¢ develcp a burezsucratic system trat car adequately
take accouni of the side range of economic interests involved in the
food system while not becoming an institutional cktstacle n itself
tc progress and without excessive cost., Sorme couniries nave estab-
lished single fcod anc agriculzure minisiries bui, in gereral, these
would seem to noit be encugrn in themselves due to the need to fTake
account cf a much wider range of interests. It should also be
noted, as explained in defail in the following paragrapks, that an
important principle is that cof public par<icipaticen and informa<ion
rather than merely btureaucratic arrangements that do net invelve or

inmprove these aspects.

L.30 Therefore, a fundamental requirement in the food policy approach
is zransparency {particularly in view of the large number of diffe-
rent in<erest greoups that are involved in <he food chain). This
invelves boih the openness end ease of public serutiny of the policy-
maxing procesgses end the ideniification of the secondéry effects of
policies, implicit as well as explici=., It is reccghnised that
policies evelve in a framewcrit in which pressures from interest
groups, tureaucrats ané peoliiticians all piay a part. As the =mctual
processes of declsion-maxing, the reasons and justifications for
decislions takern and the eveluation of policies may be obscured from

the general rtublic, trarsperency reguires greater public access to



data and information relevant to pelicy as well as regular reports
to parliaments.

4,31 Transparcncy implies a sel of administirative mechanisms for the
review of food policies such that they may be evaluated in a broad,
cconony-wide context and such that majeor, affected groups are auto-
matically considered before policy measures are implemented. 1In this
way, it may provide a seft of checks and balances in the policy-making
process by widening the framework in which it occurs. In a market
economy, these checks and balances are provided by the choices with
which consumers and producers are faced; the transparency principle
iz to an extent additlonal to these market mechanisms.

£4,32 The transparency of policy-making is further facilitated if

the apecification of obhjeriives is clear and the mechanisms for
dmplementation of these objectives are as simple and straightforward
ag possible. The more complex the implementation of policies, the
more difficult they will be to comprehend, to scrutinise and evaluate
and the more prone they will be to manipulation by those groups en-
Joying the necessary technical expertise and available bime, The
purpoese of simplification is to democratise this policy-making
process.

4,33 But, in addition, a time dimension is involved. There iz often
a conflict between the timescale neceseary to achieve some objectives
and the preferred timescale in the domestic political cenlext. This
can result in the unsatisfactory situation of esither frequent policy
changes or in an attempl to compromise by means of a package of
piecemeal measures. In other words, an element of uncertainty is
added to an erea of economic activity (the food economy) that is
subject to many inherent uncertainties, However although the poli-
tical-electroral cycle is a fact, and policies and inastruments must
be adapted to the prevailing cireumstances and govermnment objectives,
as far as possible safeguards should be available such that any
sudden change of policy does not cause unnecessary extra costs.,

This may, for example, invelve an anncuncement to the effect that a
particular policy or insirument will be wvalid for at least some
specified period of time, a general rule {such as maintaining a
particular relafionship belween world prices and domestic prices

for agricultural commodities) or procedures for compensation to

aggrieved parties.

4.34 A crucial element is information in order to identify the
secondary effects of policies and therefore to be able to evaluate
them. The guidelines described above implicitly recognise that the
widest possible ranpge of information is preferable, from private as
well a5 national and intermational sources. Such information would

include cost-benefit studies of wariocus policies, the impact of
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policies on different groups and seciors in societies, the effects of
alternative measures in achieving given cbjectives and tre impacs of
pelicies through time. IThe transparency cf the decisilon-making pro-
cess and the wider awvailaw®ility of information cn the overall effects
of policies cannot ellwinate the implicit conflicts in pelicy-making.
3ut it can provide the framework in waich nmore groups are involved

ir. the pelicy-making vrocess with greater recognition ¢f the dis-
trivution of costs and benefits of policies., It is importanf to
reremoer that tkhere are a numzer of different interes®t groups (e.g.
processors, consumers, farmers, bureaucrats) who can have varyin
influences on the focd pelicy making vrocess.

.35  Throughout this report the importance of transparency in
informaticr {and, by implication in decision-making} relating to

the food economy has been referred te., Examples of specific areas
in wkhich meore informasion on the linkages and effects could improve
policy-making are the commodity marierts, the international as well
a5 domestic effects of deficiency payments, The locational, product
type and procuction metnod effects of price and regulation policy Ir
the agricultural and food secteor, andéd the efficiercy of alfternazive
measures in achieving farm income obhjectives.

&, Government measures

L£.36 Recent policy statements on agricultural and food matters in
OECD countries are recognising *the wide range of issues fhat are now
involved, Of particular note nas been the attention given teo the
functioning of commsdity markets, nutritiocnal aspects and environ-
mental considerations. Howewver, it is net clear that this recent
attention has led to many changes in existing policies for the food
system or to the procedures of policy-makirg. Largely, these newer
issues have led +¢ the provieion of more information and recommenda-—
tipns from governmen® although there apvears to be 1itile link be-
“ween that azdvice and the implications for other pelicies relating
to the food econory. Here, we are concerned tc illustrate the exzent
tha*t certain existing government procedures fulfil the suldezines
abeve, particularly in terms of the tramsparency principle.

4,37 The availabilisy of and accessability =c the public of infor-
mation relevant to decisicn-making hag been providel for in several
GECD countries (subject =¢ national security}. For example the
United Siates ras had a Freedom of Information Act since 1966 {rein-
forced in 1574 and 187%); Denmarx, lorway and Sweden have similar
acis. Other countiries, while noT having formally passed such AcTS

have acdopted a pelicy of releasing relevant papers to the public
{e.z. Canada).
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4,38 In the Jnited States thers Zas been increasing discussion in
recert years cf the broadening cf the range of issues and groups con-
cerned witn policies for the agriculitural znd food secter (i.e. not
Just sgricultural production but also fixed prices, welfare program-
mes much as food stamps, nutriticn, enviromnment etc., and not Just
farmers but also consumers, envirosnmentaliste, non-farm rural pecple,
organised labour, etoc.). For example, one of the last TepocrYis re-
leased by the ouigoing Carter administration very specifically spel=
out goals for foed policy.(l) The Amnual Food and Agriculture Out-
took Confererce has included several papers reiated to food policy,
and there is Administration support for ftne continued integrazion of
agricultural and food policies. In 1978, the Adnministraziorn directed
all Executive Agencies "Io adopt procedures Tc improve existing and
falure regulations"(2) In relazlorn to agriculture zkhe Department of
Agriculture (USDA) has repcried on its own procedures, which describes
the time-tebling of decisions, the identification of significant proo-
lems, the encouragement of public participation, the writing of under-
standatle regulations and the evaluation of policies (impact
analysis).(3)

4.39 In Carada a Hetional Food Strazegy Conference was helsd in
Febraary 1978 and, as background, discussions were developed in rela-
tion to agricultural development, production distribution and retmil-
ing, nutrifion and health and consumers interesis. Tze strategy

took as a fundamentsl principle the raintenance of viable agriculture
ard fisheries sectors, reccgnised the need for researchk, information
development and educaticn and required the accommodation of business
apprehensgions of about the potential disincentives of growing regula-
ticn, the threat of cheap fcod Iluperts and the apprehnensions of other
groups over apparent concentraticrn and verticel integration and the
lacx of important information concerning structural changes.

4,40 A major tnrust of these discussions was To develop a nore
effeciive "consultative" process when dealing with feood related
issues. Following the Conference an interdepartmental committee was
established to co-crdinate trhe follow-up and its attentien focused
mairly on the following areas: lmproved consultations on a muiti-
sectoral “asis, agricultural development, marxet development, narket-
ing hoards, Ffisheriesz dewvelopment, the performance of the processing,
distribtution and retailing sectors and the provision of services to
“hen, and the concerns of consumers Including nuatrition and food

safeiy.

1) USDA, A Time =c_ Choose:  Summery Repors on the Siructure of
Agriculture, Washington DC, szauary 19871,

23 TE Executive Order 12044 of 23rd March, 1978.

U8DA, Improving J5DA Regulstions, 1978,

i
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4,51 Tre main emphasis of this strategy in Canada has, therefore,

not so much been one of Government interventicn but rather cne cof
brcadening the informational basis of debate and decision-making and
of broadening the interests actively taken into account in the policy-
maxing precess. While this experiment has beern an interesting one
Carada now seems te ke moving a Tittle away from an explicit focd

pclicy. This is decause the experience of <he above procedures has
beer thet having a specific dureaucratic struciure can be rather
costly and not marsiculariy successful, Although the interdepartmen-
tal committee system remains in place the normal current procedurse is
to censider each issue of fFeeod policy on a case By case basis in the

mest appropriate way.

Leh2 Tn Australia the Indusiries Assistance Commission was set up

in 2974, extending To all indusiries the system of public inguiry
regarding assistance. It assembles informaticon on industry assis-
tance measures, reports on the level ana effects of proposed agsis-
tance in an economy wide sense and maxes public receonmrendations for
consideration by the Government, The experience of the Commission,

by offering public participation and acceountability in policy-making,
has resulzed in less power to special Interest groups of lovdyistes.(1l)

L,.4% In Norway, in 1975 a Govermment report was accepted which pro-
vided & blueprint for the develospment of Food policy.{2} Goods and
ohjiectives were identified for =zhe several aspects of public interest
which in Norway comprise the food system: production, processing,
distribution and consumption, The repcrt recognised that the food
econcwy is an integral and imperiant part of the general eccnomy,
acknowiedged the relaticnship beiween diet and nealzih and made expli-
¢it the relationship between domesiic food and nmutriticonal issues

and conditions existing beyond Norway'!s borders. Inplementation of
policy in these areas has reguired co-crdiration and co-operation,
r.cT only among the several Ministries involwved but also amoung

special interest groups such as producers, consumers, organised
labour apd private industry.

L.44  The main objectives of Norwegian food policey have related o
adecuate food supvlies, The use and preservéiion o the natural re-
source base, regional developwent, eguallity of agriculiural incomes
with average incomes of industrial workers, reascnable consumer food

1) For more detall on the nature and operations of the IAC see for
exampie: the Australiarn Industries Assistance Commission,
Dizscussion paper prepared Ifor the Technical Hub-Group on Trans-
parency of <tne C0ZCD Special Groups on Positive Adjustment Policies,
and R.G. Mauldon, Agricultural Policy Advice and the Public Inguiry
Frocess, The AusTralian Journmal of Agricultaral Fconomics, Volume
19(2), August 1975.

2) Report Number 32 o the Storting: On Noerwegian Nutrition snd

Food Policy, Gsio 1975,
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prices, adequate nutrition and a cognisance of international relations.
The main method of seeking co-ordination among the various Ministries
responsible for achieving these ovjectives was the c¢reation of an

Inter-dMinisterial Co-ordineting Sody comprised cf representatives cf
congerned Ministries. Given the differing responsibilities ard objecw
tives this co-ordination has proved a difficulit task and conflicts

have occurred,

4,45 TIn relatien to preogress in Jorway bowards achieving trhe cbjec-
tives set out in 1975 a new report to the Storting is under prepara-
tion at the present time (April 1981) that will summarise and analyse
progress, However, at this sitage it can be said thait overall agri-
culzural production has risen in line with The objeczive and total
feood consunpticn has also moved irn line with the ctjectives, except
for fish {decline ir consumption) and meat {(which has increased maore
rapidly than projected). In relation to farm incomes, the cbjective
of equality with incomes Iin the industrial secior seems to have Leen
achieved, although some censiderable cost is invelwed through nigh
farm prices, subsidies elc.

4. 46 In Sweden, the Nationa? Agricultural FMarketing Beard is usually
commigssioned by the Government to submit a propcsal concerning the _
price reguiation system after negotiations with farmers and consumers.
In determining this propesal, farmers are represented 2y the Farmerst
Negotiating Delegation set up by the Federation of Swedish Farmers
{LREF) and consumers by Tie Consumers Delegation of the National
Agricultural Marketing Board. The nmembers of the Consumers Delega-
tion, which is appointed by the Government, include representatiwves
of the major trade uniomns and the food industry.

L, 47 In France, the CGovernment has presented an action programme
with regard to the qualizty of foodstuffs and methods of nutriticn
(Fenruary 1981},

4,488 The main aspects of this programne are:

~ Hetter training and information through thre establishment
of nutrition studies in schools and in universzsity courses
in medicine, agrononmy, veterinary science and hotel manage-
ment and througr the creatien cf a study and infermation
centre on nutrition and focd.

- Meore research in the field cf nuzrition.

- Bfricter toxicological controils prior to the marketing of
new products, Through the promotion of competent siudy and
regearch cenvtres and throagh inproved procedures wihich weuld
result ir particular from moderrnisation of thne nigner Council
of public hygiene in France {le Conseil supérieur dthygigne
publique de France}.
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~ The development and adaptation of controls at different stages
of the food production chain.

~ Greater consultation between producers {(both farmers and manu-
facturers), consumers and scientists through the creation of a
national food council which will be consulted In every instance
on the orientations of food policy.

4,49 TIn Italy, an agro-food plan has been drawn up to cover five
vears and was adopted under the "QuadrifoglioW Act {27th December,
1977). The agro-food plan is regarded as an essential strategy for
economic stabilization, given problems of uneven regional development
and slowing down of growth in the non-agricultural sectors. Tart of
the plan also concerns consumption and it 1s hoped that this will
help Llead to a more balanced and less rich diel and help reduce the
cogt of bad nutritional habits.

4,50 The "Quadrifoglio" Act also established an Interministerial
fgricultural and Food Policy Committee {CIPAA) which deals with all
agro-food matters provided these are compatible with the objectives
defined by the Interministerial Economic Folicy Committee {(CIPRE),
The specific objectives of the agro-food plan include targets for
annual growth rates in marketable gross agricultural production, the
aim of strengthening the processing seclor, reduction of daily per
capita calorie intake, reduction of the agricultural trade deficit
and reduction of the influence of the food component on cost of
living increases (i.e. inflalion), The assumptions underlying these
objectives take account of broad financial and economic implications
and Italy's internaticnal commitments., It 1s net yet posaible to

comment on how successful this appreach has been.

4,51 In Japan, food sector policies are particularly important and
are mainly the responsibility of the Ministry of Apriculture,
Forestry and Fisheries (but several other Ministries have responsi-
bilities for certain specific matters). IHowever, it is possible ta
state the basic objectives of the Japanese Government in relation to
food policy as Ysupplying better guality food at stable prices™.
This objective can be broken down into a set of goals encompassing
protection of consumer interests (in regpect of food safety, guality
improvements, and description, consumer information and consumer
complaints)}, ensuring food supplies to consumers, prometion of a
diet in harmony with Japanese physical and economic conditions and
stabilization of food prices.

4,52 Achievemenl of ihese objectives {and others related to environ-
mental problems reiated to food processing, food safety, health
education, energy consumption etec.)} will necessitate continued {and
perhaps infensified) co-ordination between the variocus Ministries
which are invelwved, such as Health and Welfare liducation, Labour,
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the Economic Plamning Agency, Agriculture, Foresiry and Fisheries,

2uC,

5.53 In tke United Xingdom, there has, in effect, been & focd poligy
for many years, although this may not have been clearly stated in
specific verms. In a Whive Paper published in 1979, for exampie{i),

eongideraticn was given not snly $o agriculbural producticon but also
to shifts in consumer demand for foed, On the admirigtrative sids,
There are in existence a series of advisory/executive committees
wiich include non-Governmental people and which have an irterest,

in some cass$, in feood peolicy (amengst other things), In addition,
within the Goverrmmernt machirery there are variocus liaison siractures
{such as inter-depertmental committees) <o deal wi*h matters-such as
feood policy which overlap fumctions of different arms of Governmert.

4,54 In cther countries, a2 variety of procedures and rules o sgfe-
guard the general interest operate in specific irstarces. In the
Zurcpean Fconomic Community, for example, there is a comprehensive

set of procedures for consultations between national governments
interest groups, the European Econeomic and Social Commiztee and the
European Parliament in the policy-nraking process.

4.55% In spite of The measures described adove, the transparency of
the peolicy-meking process, zdequate consideration of the broad secon-
dary effects of policies and the rules to ensure that the general
interest iz paranount in policies are fregquently not adeguate in many
implementation processes used in OECD countries. 4 further doubt
arises over the international dimension to policies under<aken within
the national conzext, To a limited extent such fora as GATT and OZCD
allow for rules and proposals relating <o this area, However, if,
within the national contexts, mechanisms are established such as those
indicated in the section on guidelines and safeguards, the inter-
rational dimensicn can be acccounted for via the dorwestic parties.

For example, if a producing sector wishes to restrict trade by an
import duty or non-tariff barrier, then the benefii to that sector

is effectively a subsidy paid by the same couniry!s consumers of

that preduct. Freguently, guestions of trade restriciions are eron-
eously Justified in terms of one country versus ancther countiry:

the reality is that there are also important transfers within the
country operating trade restrictions.

4.56 It is acknowledged that at present there is little evidence

of comprehensive food policies in OECD countries, and to a large
extent this is reflecied in the relatively few examples of govern-
mewt messures trhat have been given. It is, further, recognised tha+

1) Farming aﬂd.the.ﬂaﬁion, Crrd 7458, HESO, London 1979.
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countries place different stresses on the necessity cof adopting the
wider food policy approach and, in comnection with this observation,
different priorities exist within The range of objectives incorporated
within foed peolicy, reflecting the variety of interests. WNevertheless,
this report hasz siressed the value of taking the broader view in food
policy-making given tne greater dependencies that exist wi%thin and
between OECD fcod economies and has indicated the possible dangers of
Tneg~-mercantilism” in what may well be a more unstable and uncertain
future economic and political climate,

5. Future directions

4,57 Tris repert is an overview of the whole food policy concept;

the likely future developments in the focd system present a echallenge
to policy-making that this wider food policy concept is designed to
meet, Throughout this report the stress has been on the inter-
dependencies in the food system and in policy, and the importance of
improving the policy-making framework in order fo satisfy the general
interest. In turn, this report implicitly suggests areas where future
work relevant to 0ECD countries might be directed.

4,58 Wwhile +the future is always uncertain, it may be useful to think
abeut the food policy approach in the event of certain developments.
For example, there is some possibility tha®t developments will oecur
during the 1980s trhat will put new pressures on the food zystem. One
pessibility that is currently being widely predicted is that demand
for cereals and animal feedstuffs will rise strongly and put upward
pressure on prices. If this should happen then there will te more
need than ever %o use the food policy approach when framing policies
for the food and agriculture sector, That is, the very important con-
sequences for other sectors of the economy, especially in relation to
trade, food security and food ald, will need to be taken into account
when considering agriculiural pelicies. To put this another way,

it is possible that policies framedé for the agricultural sector will
have relatively nmore influence on the general economy than in the

past,

4.%9 Another related possible development would be strong demand for
agricultural preducts for other than traditional uses, such as for
energy production. This development, which seems not unlikely, would
pus substantial pressure on the food system and the food nolicy
approach would be most important to ensure that policies take account
"of the needs of the different sectors involved.

4L.,50 The foed policy approach is also most important, of course, if
the situation in coming years snould turn out to be one of surpliuses
of agriculfural preducts and low or unstable prices. In these cir-

cumstances the need for assisitance o farmers, coniroel of proeduction
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and structural adjustmént would require policies that need careful
integration with developments in other sectors.

4,61 There are also some mnore general points that should be made.

The svallability cf information and data 1s one important area. 'This
is not simply statistical, relating to the food system or cost-

benerit studies evaluating policies, but also involves documenting
current approaches tc food policy implementaiion in all CECD countries,
in order that a2 comprehensive and cn-going body of suck information

is aveilable. It is therefore, a monitoring exercise.

4,62 Another aspect which may be noted is the link between work in
the food poliecy arees and the gereral OECD work on positive adiustment,

particularly inthe emphasis of procedures and rules %o safeguard the
public interest.

4.6% Finally, this report questions assumptions relating to current

policies and implicitly argues for a re-assessment of these policies,
The overall chovice between market and political mechanisms is funda-

mental to this area, t a more specific level, z re-asgegsment of
the particular instruments employed to achieve pariticular objectives
is implied.
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