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Preface

This Technical Report was jointly sponsored by the
Economic Council of Canada and The Institute for Research on
Public Policy. It is one of a number of studies on regulation
and government intervention in Canadian agriculture prepared for
the Economic Council's Regqulation Reference and the Institute for
Research on Public Policy's Regulation and Government

Intervention Program.

Analysis of public policy issues are inevitably colour-
ed by the discussant's own beliefs and values. This is all the
more likely in a highly controversial area such as agricultural
policy, where quantitative information 1is incomplete and an
important element of judgement 1s required to come to terms with
many of the basic issues. This need not detract from the useful-
ness of the analysis, but it does require the reader to exercise
particular caution in assessing the assumptions and the argumen-
tation of those advocating a particular policy perspective. It
also adds to the importance of the Council's usual disclaimer that
"the findings ... are the personal responsibility of the author
and, as such, have not been endorsed by members of the Economic
Council of Canada." Similarly, "Conclusions or recommendations in
The Institute's publications are solely those of the author, and
should not be attributed to the Board of Directors, Council of

Trustees, or contributors to The Institute."”

- David W. Slater
Chairman
Economic Council of Canada

- R. Gordon Robertson
President
The Institute for Research
on Public Policy




FOREWORD

This study is one of a series commissioned jointly by
the Economic Council's Regulation Reference and the Institute for
Research on Public Policy which deals with various aspects of
agricultural regulation. These studies do not profess to cover the
whole field of agricultural regulation but they do focus on several
important areas of concern.

The following is a list (alphabetically by author) of
agricultural studies expected to be published in this series:

* Arcus, Peter L., Broilers and Eggs

* Barichello, Richard R., The Economics of Canadian Dairy
Industry Regulation

Brinkman, George L., Farm Incomes in Canada

Forbes, J.D., Institutions and Influence Groups in the
Canadian Food Policy Process

Forbes, J.D., D.R. Huges and T.K. Warley, Regulation and
Government Intervention in Canadian Agriculture

Gilson, J.C., Evolution of the Hog Marketing System in Canada

Harvey, D.R., Government Intervention and Regulation in the
Canadian Grains Industry

Josling, Tim, Intervention and Regulation in Canadian Agri-
culture: A Comparison of Costs and Benefits among
Sectors

* Martin, Larry, Economic Intervention and Regulation in the
Beef and Pork Sectors

Prescott, D.M., The Role of Marketing Boards in the Processed
Tomato and Asparagqus Industries

* Already published
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Preface

This study is one of several prepared as part of
"A Study of Government Intervention and Regulation in Canadian
Agriculture," undertaken by Broadwith Hughes and Associates
Ltd. of Guelph, Ontario for the Economic Council of Canada,
Ottawa.

The author is Dr. Peter L. Arcus, Consulting Economist
of Vancouver, B.C. The study was conducted during the period

January through April, 1980.

The author wishes to thank all those who contributed

data to the analysis and those who provided comments-in-review

of the drafts of this report.
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Résumé

Le présent rapport étudie les répercussions économiques

de la réglementation canadienne du secteur des poulets 3 gril et

des oeufs au Canada.

Nous savons, en effet, que la production et la mise en
marché de ces produits sont réglement&s par un ensemble d'offices
de commercialisation provinciaux et d'organismes nationaux
contrblés par les producteurs. Le systé@me est axé sur
1'approvisionnement 4du marché intérieur, mais il existe aussi des
contrbles dans toutes les provinces sur le prix que recgoivent les

producteurs pour le poulet & gril, et un organisme national régle

de fagon semblable le prix des oeufs.

Le cofit de la réglementation dans le sous-secteur de la
production des oeufs a &té &valué & environ 56 millions de
dollars par année. Ce colit est principalement défray& par le
consommateur qui doit payer plus cher sa douzaine d'oeufs. Les
bénéfices de la réglementation du marché se traduisent par un

revenu annuel moyen d'environ 20 000 dollars par producteur

d'oeufs.

Dans 1l'industrie du poulet & gril, le coflit de 1la
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réglementation a té& &valué 3 environ 77 millions de dollars par
année. Encore une fois, c'est le consommateur qui paie un prix
plus élevé pour compenser ces colits, et le producteur tire des

bénéfices moyens de 1'ordre de 30 000 dollars.

L'auteur conclut que le maintien des politiques
actuelles de réglementation pour la production du poulet a gril
et des oeufs au Canada entralnera une hausse continue des coflts
pour le consommateur et une augmentation continue des bénéfices

pour le producteur. Il recommande, 3 court terme, que la

composition et les pouvoirs des organismes de surveillance
fédéraux et provinciaux, ainsi que l'appui dont ils bénéficient,
soient examinés de pré&s. A long terme, il est d'avis que, dans
la mesure jugée convenable, ces organismes devraient étre rendus
plus conformes & 1'intérét public, et que la possibilité
d'utiliser d'autres moyens de fournir un soutien du revenu aux

producteurs de poulets 3 gril et d'oeufs, tels que des paiements

directs ou des versements de compensation, devrait faire 1l'objet

d'&tudes plus poussées.

= Vasivil, -




Summary

This report examines the economic impact of regulation in the
broiler chicken and egg sector in Canada.

The production and marketing of these commodities, effectively,
is controlled by a system of producer controlled provincial marketing boards
and national agencies. The main focus is on the supply of products to the

domestic market but there are also controls on producer prices in all

provinces, and nationally for eggs.

The cost of regulation in the egg sub-sector is estimated to be
about $56 million per year. This cost is paid largely by consumers through
higher prices for table eggs. Producer benefits from market regulation in
eggs are an annual average income of about $20,000 per producer.

Regulation in the broiler industry is estimated to cost about $77
million per annum. This amount is obtained through higher prices for broiler
chickens to consumers. These costs generate benefits to producers of broilers
in Canada of an average of about $30,000 per producer nationwide.

The author concludes that continuation of existing policies for
broiler and egg regulation in Canada implies increasing costs to consumers
and increasing benefits to producers. He recommends that, in the short
term, the composition, powers and support given to federal and provincial
supervisory agencies for poultry and eggs should be reviewed and, to the
extent it is thought appropriate, these bodies should be made more represen-
tative of the public interest in market regulation for the longer term,
alternative means of providing income support to broiler and egg producers,

such as by direct payments or deficiency payments, be more extensively
explored.

- ix -




Chapter I
INTRODUCTION

This report concerns the regulation of broiler chicken
production and marketing and the regulation of egg production
and marketing in Canada. The emphasis is on conditions existing

at the beginning of the year 1980.

A brief statistical description of the broiler and egg
industries is provided in Chapter II. Data relates to 1979 and
details of production, international trade, industry size and

number of persons involved are provided.

Chapter III discusses regulation in these two industries.
The objectives of regulation are reviewed first. The framework
for regulation is then introduced. Specific responsibilities for
regulation are then identified. The actual regulations in effect
at the beginning of 1980 are then described in detail. Tables
describing the structure of production and marketing in each

province and Canada are presented in the last section of this paper.

Chapter IV examines the economic impact of these
regulations. The quota value is used as the main instrument of
evaluation. The benefits of regulation to producers are examined
first. Later, the impacts on allied industries and consumers are
considered. Administrative and taxpayer costs, as well as direct

costs and benefits are examined.

In Chapter V, an evaluation of the effects of regulation
observed in Chapter IV is made. The criteria for this evaluation
are the goals of regulation identified in Chapter III. Producer

goals and government responses are focused on. A comparison is




also made to two other regulated industries. The evaluation
includes consideration of the achievement of the goals of other

parties to, or parties impacted by, the existing regulations.

In Chapter VI, consideration is turned to alternatives
to the existing pattern of regulation for the broiler and egg
industries. Attention is focused on the period 1980-1985.

Eight policy alternatives are examined.

Chapter VII presents the conclusions of the study and
Chapter VIII the recommendations. These two chapters together

constitute the Executive Summary.

Numbers appearing in brackets in the script thus:
(16), refer to references appearing in the list of references

at the end of the report.




Chapter II
THE CANADIAN BROILER AND EGG INDUSTRIES

In this chapter, the main features of the broiler and
egg production industries in Canada are described. The broiler
industry is discussed first and then the egg industryv. In both
cases the industry is described in terms of the volume of pro-
duction, the number of producers, the amount of international
trade in the commodity, and the value of production and sales
at different levels of the marketing chain. Reference is also
made to the number of participants in allied industries, such as
feed companies and hatcheries, poultry processors and egg grading

stations.

Data is presented for the year 1979, the latest
available. Data for previous years can be obtained from the
references cited in the footnotes to the tables or by the

procedures described in other footnotes.

BROILER INDUSTRY

In this section several aspects of the broiler industry

are discussed. The first is production.

Broiler Production

As of February 1980 there were approximately 2300
broiler producers in Canada. These persons, or their predecessors,
produced a total of 856 million pounds of broiler chicken in 1979.
Details of the location of these producers and the amounts of
their broiler production are presented in Table 1. Most of the
broiler chicken production in Canada takes place in the Provinces

of Ontario and Quebec, where between them, 68.7% of the volume

was produced in 1979. British Columbia comes a distant third

with a further 10.3% of production.




TABLE 1: Broiler Production in Canada,

by Province

British Columbia
Alberta

Saskatchewan
Manitoba

Ontario

Quebec

New Brunswick

Nova Scotia

Prince Edward Island

Newfoundland

Canada

Producers

190
160
60
120
=)
925
44
75

21

2 3

Number of

ol

a
Production 1979

Birds Lbs. 2 Percent3
(000's)
29,260 88,718 10.3
25,937 68,869 8.0
6,498 17,804 241
11,012 32,518 3.8
105,685 316,062 36.5
85,249 278,630 32.2
T p3L6 21,868 2a8
LRy 0o 32,163 3.7
2 949 8 679 10
284,967 856,311 100.0

Sources: Industry discussions and (1, p.8).

4, For previous years,

1980.

2, Eviserated weight.

3 OF pounds.

see (2).

. Regulated producers (except Newfoundland) February,




The supply of broiler chicken to the Canadian market
was supplemented by imports (mainly from the United States of
America) of live chickens, carcass meat and chicken parts
during 1979. The amounts of these imports are tabulated in
Table 2. About 60% of the imports were in the form of live
birds.

There was a small volume of exports of broilers,
mainly in the form of carcass meat, during 1979. The net trade
balance favoured imports in that year in a total amount of about
51 million pounds of eviscerated weight equivalent. This amount
represents approximately 5.6% of supply or approximately 6% of
production. With these net imports, the total supply of chicken

in Canada for 1979 was 907.5 million pounds eviscerated weight.

EGG INDUSTRY

Production

Egg production in Canada totalled approximately 463
million dozen eggs in 1979. As of February 1980, there were
approximately 2300 producers in the industry. Details of the
amounts and location of production appear in Table 3. This table
shows that Ontario has the largest single share of production
with 905 producers producing 38.9% of the total production in
1979. Quebec has the next largest volume of production at 16.2%,
followed by British Columbia at 12.7%, and Manitoba at 10.6% of
productien xn, 1979.

Trade

In 1979 there were no exports of eggs from Canada.
There were, however, imports and details of these appear in Table
4., The amount of this international trade was 11.4 million dozen

eggs or 2.4% of total supply. Most of these imports were delivered




TABLE 2: Canada: International Broiler Chicken Trade, 1979

Net
Exports Imports Imports
(000's 1lbs. Lwt.)
Live Birds 55 40,030 39,975
(000's 1bs. Evis. Wt.)

Carcass Meat 365 12,960 12,2595
Chicken Partsl

Cut Up Whole Carcass 2,491 2,491

Legs 1,761 1,761

Breasts 25 81713 20873

Other Portions 1,490 1,490

Total Parts 8,614 8,614

Total Trade? 420 51,597 51,190

Source: (L5, p.l0)

L
2

. No exports reported.

. Eviserated weight. Live bird trade converted to
eviserated weight in ratio of 1.00 : 0.75.




TABLE 3: Egg Production in Canada, by Province

Number of Production 1979

Producerst Amount? Percent3
(000's doz.)

British Columbia 192 58116153 18255 71,
Alberta 285 44,097 9.5
Saskatchewan 125 20,564 4.4
Manitoba 300 48,943 10.6
Ontario 905 180,204 S8 9
Quebec 308 74,838 6., )2
New Brunswick 42 8,900 il 519
Nova Scotia 53 16,801 Fal
Prince Edward Island 45 24, L0 0.6
Newfoundland 38 7,146 a5
Canada 290298 462,854 100.0

Source: Industry discussions and (16, December 1979. Table 4,
D))k

I

. Regulated producers. February 1980. Unregulated
producers were estimated to number 7,995 in 1977/78.
(4y 1971/78, Table 5&, p=l2.) TMNone of thede preducers
had more than 500 layers.

. Includes hatching eggs.

. For previous years see (17).




TABLE 4: Egg Production, Imports and Supply in Canada, 1979
Production Importsl Supply
(000's dozen)
British Columbia 5817653 213 58,866
Alberta 44,097 86 44,183
Saskatchewan 20,562 - 20,562
Manitoba 48,943 468 49,411
Ontario 180,204 8,385 188,589
Quebec 74,838 1s;616iS 75,443
New Brunswick 8,900 486 9,386
Nova Scotia 16,801 158 16,959
Prince Edward Island 2,701 - ) ()
Newfoundland il 416 23 7,169
Canada 462,854 11,424 474,278
Sources: Table 3 and (1,
1, International Trade. No exports in 1979.

converted from boxes to dozens.




to the Province of Ontario (73%) with Quebec receiving the next

largest guantity (14%).

The total supply of eggs 1in Canada for 1979 was 474
million dozen eggs and the division of this supply between the
ten Provinces is indicated in Column 3 of Table 4. Ontario has

the greatest total supply of any of the Provinces.

ALLIED INDUSTRIES

In addition to the approximately 4600 producers of
broilers and eggs in Canada, there are a large number of businesses
affiliated with these two production activities. Amongst those
supplying broiler and egg producers, are hatcheries, feed man-
ufacturers, feed supplement suppliers and drug suppliers. A
listing of the numbers of these types of firms supplying material
and services to broiler and egg producers in each of the Provinces,
appears in the first part of Table 5. A total of 143 hatcheries,
133 feed manufacturers, 91 feed supplement suppliers, and 73 drug
suppliers; 440 suppliers in total, depend in part or completely

on the broiler and egg industries for their business.

In addition to the suppliers listed in Table 5, there
are other suppliers. These include banks and finance companies
who provide debt capital to production units, and Federal and
Provincial Ministries of Agriculture who provide research and

extension services to the producers in these industries.

Beyond the farm gate, there are a number of people
involved in handling broilers and eggs before they reach the
consumers. In the case of broilers, there are the poultry pro-
cessors and these numbered 207 in Canada in 1979. The distribution
of these processing plants by province is displayed in the second

part of Table 5. Most of the processors are, as would be expected,
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located close to production, the majority of which is in Ontario

and Quebec.

Most eggs are handled through egg grading stations.
There, eggs are washed, graded and packed ready for retail sale.
The total number of firms operating in this aspect of the egg
industry in 1979 was 492. In addition to these persons, there
are a number of egg product processors (sometimes referred to
as "breakers") who prepare processed egg products: liquid, dried,
or frozen egg products, from shell eggs. The total number of
these persons in Canada in 1979 was 17. The distribution of
egg grading stations and egg product processors by Province,
is displayed in the third part of Table 5. Again, the majority

is in Ontario and Quebec.

At the end of the production and marketing chain, there
are some 23.6 million Canadian consumers. The distribution of

these persons by Province is shown at the bottom of Table 5.

Because the supplies of eggs do not exactly match the
demands for eggs from consumers by province, there is some move-
ment of eggs between Provinces. The main flows are from Manitoba
to Ontario, and from Ontario to Quebec. There are smaller flows
from Saskatchewan to Alberta, Quebec to Ontario, and from Nova
Scotia to New Brunswick, P,E.I., and Newfoundland (4, 5). The
amount of this inter-provincial movement in eggs is estimated to
be about 10% of total supply.

The consumption of chicken in Canada, based on the
supplies described above and the number of consumers listed in
Table 5, was an average 38.4 pounds (eviscerated weight) per
capita in 1979. This amount has been increasing steadily (4, 1977/78,
Table 6, Col.4) and has risen by approximately 10 pounds per
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capita since 1969. Egg consumption in 1979, similarly calculated,
was 20.08 dozen per capita in 1979. Egg consumption per capita

in Canada has declined from 1957 to 1978 (4, 1977/78, Table 6,
Col.2; and 17). The data for 1979 tends to suggest that this

trend may be reversing itself at the present time.

ECONOMIC ACTIVITY
Broiler Industry

The Canadian broiler industry had an estimated value
of sales at retail of just short of $1 billion in 1979. The
total value of retails sales (consumption) from Canadian production
is estimated to have been $914 million in 1979, and to this is
added a further $46 million worth of imported product sales.

This gives a total of $960 million of sales at the retail level.

The farm value of domestic production of broiler meat
in Canada is estimated to have been $460 million in 1979. Table
6 gives details. The marketing margin in broiler meats is approx-
imately equal to the value of production, and for 1979 is estimated

to have been approximately $454 million.

Only approximately 25% of the value of broiler production
stays on the farm as rewards to farm factors of production. The
other 75% is paid out for the purchase of inputs; chicks, feed
and labour. The total amount of these expenditures for 1979

in the broiler industry is estimated to have been $345 million.

These values for consumption, production, marketing
margin and purchased inputs in the broiler industry are all
substantial numbers. A large number of people are involved in
each of the provinces in both the industry, and in allied trades
on each side of the farm production of broiler chickens. The
distribution of the Canadian values of consumption, production,

marketing margin and purchased inputs reported above, by province




- 13 -

TABLE 6: Canada: Broiler Industry: Value at Producers'
Purchases, and Values of Production, Marketing
Margin and Consumption. 19799,
Purchased Production? Marketing Consumption?
Inputsl Margin
($ 000's)
B Cd 36,931 47,908 SEp0eS 102,913
Alberta 20 5892 37,189 42,699 79,888
Saskatchewan il 2 1L 9,614 11,038 20,653
Manitoba 1.8, 578 17,560 15,934 33,494
Ontario 128,005 170,673 154,870 325,544
Quebec 108,666 144,888 142,101 286,989
New Brunswick 8,529 11-7371 Al 553 22,524
Nova Scotia 12,544 L€;725 16,403 33,1218
P.E.I. ) 3 385 4, 513 4 426 8 939
Newfoundland)
Canada 345;333 460,442 453,629 914,072

a. Excludes value of marketing margin and consumption of

imported product, for which see text.

Based on 75 per cent of value of production (Col. 2)
being paid out for chick, feed and labour.

Production from Table 1, valued at the annual average
price producer price for production, retail price

for consumption in Vancouver, for B.C., Alberta and
Saskatchewan; in Toronto for Manitoba and Ontario; in
Montreal for Eastern Canada, as reported in (3).
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is displayed in Table 6. The Provinces of Ontario; Quebec and
British Columbia are the major beneficiaries of this economic

activity.

Egg Industry

The aggregate values of retail sales, production,
marketing, and inputs purchased for the egg industry, are pre-

sented in Table 7.

The value of retail sales of eggs (consumption) is
estimated to have been about $448 million in 1979. Of this
amount, approximately 76% or $342 million was paid to producers
for their part in producing the eggs. The marketing margin is
estimated to have been approximately $107 million. The total
amount retained by producers as rewards for their on-farm
resources is about 25% of total receipts. Thus, approximately
$256 million were paid out by egg producers in 1979 for the

purchase of pullets, feed and labour.

The distribution of each of these Canadian total amounts
by province can be observed by inspection of Table 7. Ontario,
Quebec and British Columbia are again the major beneficiaries
of this economic activity but Manitoba and Alberta are more

significant in the egg industry than in the broiler industry.

The value of the broiler and egg industries taken
together is approximately $1400 million in retail sales. This
is approximately 7.2% of retail food store sales in 1979 (18).

At the production level, the total value of production is approx-
imately $800 million. This is an estimated 5.7% of all farm
production in Canada as measured by farm cash receipts for 1979
(13) ..

Further details on the structure of the broiler and egg
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TABLE 7: Canada. Egg Industry. Value of Egg Producers'
Purchases and Value of Production, Marketing Margin
and Consumption, 1979

Purchased Marketing
Inputsl Production? Margin3 Consumption4
($S000's)
British Columbia 33,698 44,930 13/ A 316 58,866
Alberta 2 20/l 3dl 4816 12,697 44,183
Saskatchewan 3 B 13,169 7,883 20,562
Manitoba 24,008 32,010 12,460 44,470
Ontario 98,576 131 ;435 58,290 169,736
Quebec 44,688 59,584 153810 74,914
New Brunswick 515018 ARSI 1,847 9,198
Nova Scotia 10,132 1 sy (0 3pldil 16,620
Prince Edward Island 1557 2:076 571 2,647
Newfoundland 4,009 6,146 880 7,026
Canada 256,272 341,696 106,525k 448,216

Based on 75 percent of farm cash receipts (Col.

paid out for pullets, feed and labour.

Farm Cash Receipts.

(13,

estimate based on production
lative all grades weighted price to producers as re-
ported by Agriculture Canada,

Col. 4 minus Col.

December 1979.
(Table 3)

(L, p.4).

2) being

Newfoundland
and 52 week cumu-

Supply, from Table 4 assumed consumed in same province,
at 1979 annual average retail prices for grade "A"

Alberta and Saskat-
chewan, Toronto for Ontario and Manitoba,

medium eggs in Vancouver for B.C.,

eastern Canada.

Montreal for
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industries (particularly production) is reported in Chapter
I1I which follows. This chapter covers the regulation of each
of these two industries as it occurs under a number of

provincial and federal statutes and regulations.




Chapter IIl
REGULATION

Both the broiler and egg industries in Canada are
extensively regulated by both federal and provincial statutes
and regulations pursuant to those statutes. In this chapter,
the objectives of this regulation are addressed first. Subse=-
quently, the general pattern of regulation is described and
the regulatory responsibilities noted. Finally, at the end of
the chapter, the regulations currently in effect in each of the

two industries are reported.

OBJECTIVES

At first glance it might appear that the regulatory
process itself attempts to attain certain goals. However on
closer examination we find that it is not the process of
regulation which has goals but rather the people involved in
making the regulations who have goals. Thus, the discussion
of objectives is more nearly one of an examination of the
process by which regulations come into being and the goals of
the persons and groups who are parties to the formulation of

regulations.

The Process

The process of economic regulation generally begins
with a real or perceived decline in incomes received by a group
of producers. In both the broiler and egg cases, the initial
problem was one of a decline in gross income arising from decline
in prices. The decline in price was generated in part by changes
in technology and in part by cyclical fluctuation in the market
due to the biological nature of production and atomistic compe-
tition amongst producers in these two industries prior to regu-
lation. The process of regulation thus begins with an appeal

by the group of producers for some compensation for income loss.
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The appeal can take one of many focuses. The target
in the broiler and the egg cases was price itself. Other
targets are control of quantity (either production or imports
or both), interprovincial trade, income supplements, restrict-
ive grading and other non-trade barriers including quality

control.

This appeal for benefits is directed to somebody
having the power to respond. Generally this is either a
provincial government or the federal government. The ability
of government to respond is represented by the legislature's
willingness and ability to pass legislation and, pursuant to
legislation, regulations which will address the grievance of
the proponent group. However, the legislators are by no means
required to respond to the applicants. Whether or not they
choose to do so depends on their goals and whether these can
be achieved by acting in the manner requested. The response
of the legislators will depend on a number of factors not the
least of which is whether they perceive the desired changes as

contributing to their likelihood of being reelected.

We thus observe that objectives, in the regulatory
process, are those of the participants in the regulatory process,
and, that the primary groups are the applicants or proponent

group and the legislators.

In addition to the proponents and the legislators there
are usually other participants in the process, although their
interest might well come later. These include the consumers,
tax payers, farm product processors, distributors, wholesalers
and retailers and the persons charged with implementation and
supervision of any legislation and regulations passed pursuant
to request by producers to establish a program of benefits. The
interests of these groups is generally self-interest although

from time to time there are coalitions of interest.
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The objectives of each of the participants change over
time. These changes tend to emphasize the evolutionary nature
of the regulatory process and, as will be noted below, give rise
to changes in the emphasis given by both proponents and opponents
in the initial applications for benefits and the subsequent

responses of governments.

It is typical of the evolutionary process in reqgulation
that the competition which gives rise to the disadvantages
originally claimed or perceived by the applicant group, does
not go away as regulations are formed to deal with them. Rather
it just relocates. The general pattern of this relocation of
competition is illustrated by the sequence of developments in

egg marketing over the last twenty years.

Initially, in the early sixties, there was no regu-
lation in egg marketing in Canada. Then, as the technology
of controlled lighting and closed barns provided an opportunity
of year-round production, supplies increased and prices
declined. Competition between individual producers was intense.
Those who were financially weak were forced out of the industry.
Those remaining in it grew larger. Dissatisfaction with this
kind of competition gave rise to the initial application for
marketing board regulations at the provincial level. After some
time, a measure of price and quantity stability was achieved
by this means and there was general satisfaction amongst producers
within a province. However the competition relocated to appear
in inter-provincial trade. Under provincial legislation, control
of production and marketing was achieved within a province but
there was no provision for the control of imports received from
other provinces or exports made to other provinces. This problem,
combined with large grain supplies in the prairies in the late
sixties, led to intensified competition in inter-provincial trade,

a condition commonly referred to as the "chicken and egg war"




of that period. This situation gave rise to a sccond application
for regulation, this time at the federal level. Skogstad (11)

describes the application and response in detail.

The Farm Products Marketing Agencies Act of the federal
government passed in January 1972 was the legislators response
to this application. Pursuant to this Act. a Canadian Faa Marketing
Agency (CEMA) was established. This Agency was authorized
to regulate inter-provincial marketing of the eggs. Later control
was extended to include regulation of quantities of eggs produced
in Canada as well as price and inter-provincial movements. After
some period of experimentation, control of egg prices and product-

ion was effectively achieved in Canada in 1976.

The competition then relocated to appear in international
trade in eggs. The focus of this concern became the application
by CEMA for first receivership of all imported eggs. To date
this application has been refused. However, pursuant to a
provision of the General Agreement on Tariffs and Trade (GATT),
the Government of Canada has agreed to establish import quotas
for eggs and to require special applications for supplementary

quotas for imports in excess of a basic amount.

Now there is competition between the table egg market
and the breaker egg market. As well, there is competition between
eggs and substitute products such as pork and chicken. The
competition between the table egg and breaker egg markets has
been partially regulated by CEMA through its control of supplies
of eggs to the breaker market, but the competition between eggs

and other commodities remains.

Further, it is noted that the reduction in competition
between producers achieved to date is, in part, illusory. Only if
producers remain content with their initial quota allocation is
the competition between them eliminated. When production conditions

change, or when producers want to change the amount of their




production, they must compete amongst themselves for any

increase 1n market share which they then require. This
competition shows in the price of quotas traded between producers
within a province and in the competition for provincial market
shares of the national quota, when discussion of the latter takes

place within CEMA.

This brief review of the pattern development of regu-
lation in egg markets in Canada emphasizes both the evolution-
ary nature of market regulation and the shifting of objectives
of the participants over time. We now turn to a detailed exam-
ination of the types and nature of goals adopted by the various
participants in this process from time to time. We deal first
with the producer goals and objectives,then with the government
goals and objectives. In a third section we deal with the goals

and objectives of other participants.

Goals of the Applicant Group

The applicants in this case are the producers of
broilers and eggs in Canada. Historically, the applicants have

espoused some or all of the following goals.

Higher Prices

Increased income

Price stability

Maintenance of the family farm
Control (prohibition) of integration

- On farms (horizontal integration)

- In the industry (vertical integration)
Domestic self-sufficiency in food supply
Redistribution of income amongst producers
Reduction of uncertainty
Producer control of marketing
Equity of access to the available market
Democratic process (amongst producers) in the

formation and enforcement of regulations
Equity of return to resources
A balance of power between producers and those to
whom they sell and from whom they buy.




The order of priority amongst these goals varies with
the circumstances of the producers and the stage of the
evolution in the regulatory process. To a certain extent, how-
ever, the first two reasons, namely higher prices and increased
income subsume all the others. Economic regulation is sought
by producers primarily to increase incomes for the majority of
the applicant group. The other goals listed above may merely
be reasons for and/or supporting mechanisms for the attainment

of this goal. Some discussion of each goal follows.

Increased income as noted above is almost always a
goal of economic regulation in agriculture. The cases of broilers
and eggs is no exception. Increased income can be generated
in a number of ways. The most obvious is an increase in price.
Other ways include increased sales (by way of market promotion,
export development, or new products), cost reduction(s), and
improved technological efficiency in production. A regulatory
response to any one of these factors will have the desired effect.
The pattern to date has been to focus primarily on price and
secondarily on quantity. In respect to the latter it is noted
that the approach has not been one of increased sales but rather
one of regulating quantities reaching the market in order to

maintain a particular price.

Lack of price stability is frequently a motivating
factor for regulation. Broiler and egg markets are no exception.
Demand for these products, particularly eggs, tends to be inelastic
and increasing only slowly over time. Consequently, small swings
in available supply give rise to sharp swings in price. When
these swings are downward, the income lost is greater than any
increase in sales. Increases in price are then demanded by
producers to reverse this effect. Because the level at which
prices are stabilized is important, and because the pressure on
prices is upward in pursuing this goal, it can, and frequently

does result in a (de facto) income increase.




Protection of the family farm is another common goal
of broiler and egg producers. As a protective or defensive
interest it has obvious benefits for those already in the industry
and probably appears for this reason. To the extent it can be
used to generate prices and incomes which support the family
size farm units it also protects these units from horizontal
and vertical integration as well as bankruptcy. It is not obvious,
although it is frequently claimed to be so, that family farms
are more efficient production units than other sizes and types
of farm structures. There is a strong appeal in this goal to
a broad social interest which can be readily identified by the
consumers and politicians as well as others. These people are
all members of families themselves and understand the necessity

for adequate family incomes.

Prevention of integration is another producer goal.
Two types of integration are identified. These are: horizontal
integration and vertical integration. Horizontal integration
takes place when one producer buys out another producer. 1In
this case the one producer gets larger and the other one
ceases to participate in the industry. This is thought to be
undesirable when producer unit sizes exceed those which can
be managed by family size farm management and labour units.
There is thus an appeal from this particular goal to the

family farm goal.

The second type of integration which is considered
undesirable is vertical integration. This is the condition
existing when production units are purchased and operated by
some element of the marketing chain (handling the product or
supplying materials (such as feed) to the production unit) other
than producers. This condition is commonly regarded as undesir-
able mainly because it places people who would otherwise be
independent farmers in the position of plant manager or plant

labourer. These types of employment, while possibly equally or




more lucrative, are considered undesirable by groups of small
independent farm businessmen. The advantage of vertical inte-
gration in providing working or fixed capital for production

units is overlooked in this argument.

Encouragement of domestic self-sufficiency in food
supply is another goal which, at times, is stated by producers.
The argument is that, without domestic supplies available, the
consuming public is left at the mercy of the international
market and foreign supplies which may be the subject of temporary
or permanent cut-offs and over which Canadian consumers have
no control in respect to price. This particular argument ignores
the substitutability of foods one for another and, in respect
to any one commodity, is therefore a rather limited argument.
Taken in respect of all foods the argument is somewhat stronger
as it is to the "all-food" level of decision-making, namely
provincial and federal ministries of agriculture that this appeal
is most likely to be made and probably most likely to succeed.

The argument overlooks the cost factor associated with any partic-
ular degree of self-~sufficiency. This is, or will become, a factor

in policy-making.

Redistribution of income amongst producers is another,
sometimes stated, goal of producers. This goal is very much
secondary to that of increasing income of producers. It arises
as an adjunct to the goal of equal access to the marketplace for
all producers (see below). The argument seems to be that, in a
limited market for the commodity where competition between
producers (and would-be producers) is eliminated, all of
those who get to participate should in some sense be treated
equally. Pursuit of the equal access goal then leads to
income redistribution. In some respects this redistribution
of income is more likely an outcome of the regulatory process
than in fact the goal.




Reduction of uncertainty is a general goal of producers
of all agricultural commodities. Due to the biological nature
of production, long planning times generally involved in
production, uncertainty with respect to the market and its returns
is common. Reduction in this uncertainty by way of price stability,
stable marketing systems, stabilization of pricing procedures
if not prices themselves, and rigidity in the allocation of market
access all contribute to the reduction of uncertainty in regulated
markets. This reduction of uncertainty creates benefits to
producers by allowing them to commit, for example, to building

and production expansions with a reasonable expectation of profit.

Producer control is a definite and distinct goal of
producers in the regulatory process. The number of producers
of agricultural commodities, including producers of broilers
and eggs, generally outweigh the numbers of processors and
distributors to whom the product is sold and also the number
of firms and businesses from whom producers buy materials.

This situation tends to allow conditions of oligopoly pricing

in the sales of materials to the farmers and oligopsonostic pricing
on the part of those buyers purchasing broilers and eggs from
farmers. Such conditions can give rise to excessive profits

on the part of both suppliers and buyers and the fear of this
condition generates a desire in producers to control their own
destiny with respect to these two aspects of their businesses.
Furthermore an appeal to democratic procedures can be made in
circumstances where producers are allowed to elect their own
control boards. This procedure allows producers to determine

from amongst their own number those whom they think set appropriate
policies for the industry. This is preferred by producers over
alternatives where the regulators are appointed by government

or determined in some other way.

Finally equity in access to available markets is a

concern of producing groups. Again this goal ties in with the




goal of democratic process, equal rights for the small producer
as well as the large producer: equal rights for all producers
regardless of size. This goal counters the condition ordinarily
encountered in markets where larger producers are frequently
able to achieve preferred positions in the marketing of their

products, in purchasing supplies and in financing.

We thus see that producers have a number of goals.
The exact mix of emphasis on each varies with the stage of
regulation reached for the commodity. We now turn to consideration
of the goals of the respondents to these requests for regulation:

governments.

Goals of the Government

The first goal of any government is to get reelected.
Pursuit of this goal in respect of any policy question placed
before it leads to decisions which will favour the applicant
group provided that the conferring of the benefit upon this group
is not of such order of magnitude as to upset or substantially
disadvantage some other group or groups in society. In other
words there is a tendency inherent in the system for the government
to respond favourably to the applicants. This goal amongst
respondees to regulation applications is probably universal.
Some of the other goals of respondees listed below may vary
according to party affiliation or philosophy of the government

responding to the application.

One subsidiary goal of governments, at least histori-
cally, in respect of broiler and egg market regulations in Canada,
has been the minimization of treasury cost. This is witnessed
by the fact that marketing boards do not draw on the federal
or provincial treasuries for the cost of their operations or

the cost of any additional returns to producers which may be




generated as a consequence of board actions. These come from

the market place and are contributed by consumers and other non-
producer members of the production and marketing system. The

funds in the provincial and federal treasuries are thus left largely
untouched by this regulatory system and are therefore available

for other government programs and policies.

A second subsidiary goal of governments may be that
of avoiding a bureaucracy in respect of market regulation for
agricultural products. Producer marketing boards are elected
by producers and are paid by producers. They are generally small
in number, three to five members, and the cost to the government
of maintaining and operating these boards is generally nothing.
The only government involvement in the regulatory process in
the producer marketing board system is the provision of a super-
visory board of some kind in each province and a national super-
board (the National Farm Products Marketing Council) at the
federal level. These boards are, in many provinces, part time
operations and do not represent any substantial drain on

provincial treasuries or any dgreat amount of bureaucracy.

These two subsidiary goals above suggest the existence
of another goal. This is a goal of minimum intervention by the
state in the marketing process for agricultural commodities.
Farmers operations are frequently perceived as one of the last
bastions of private enterprise and independent businessmen. It
is possible for governments to support these beliefs while at
the same time providing the regulation requested when producer

marketing boards are used as the means of regulation.

There can also be an appeal to the democratic process
in the response of government to producer applications for regula-
tion. The government itself is elected by democratic process
and the election of a producer marketing board by the same process

can be appealing to some members of the government.



The question of self-sufficiency in food supplies has
been mentioned as a possible producer goal and is again mentioned
here as a possible goal of government. The goal 1s one more
nearly applicable to food supplies in general, for which a govern-
ment is generally perceived to have overall responsibility, rather
than for specific commodities. However, without some attention
to specific commodities the overall goal obviously cannot be

attained. Thus the appeal can be effective.

Finally, we mention the desire on the part of some
governments, and particularly ministers of agriculture, to mini-
mize the number of occasions on which the applicants return to
the government for further assistance. This goal can be, and
has been, achieved by passing enabling legislation under which
marketing boards can be set up for producers and then left pretty
much alone. This process minimizes the number of times upon
which the minister or the Ministry of Agriculture has to deal
with questions of marketing of agricultural commodities. This
frees the minister and the ministries for other work and the
pursuit of other government goals in agricultural and the country

at large.

These goals of government appear from an analysis of
the history of marketing boards to date. They may or may not
continue to be goals of governments in the future. The evol-
utionary process in market regulation applies equally to the

respondents as to the applicants.

Goals of Other Participants

Other participants in the regulatory system include
food processors, distributors, wholesalers, retailers, food con-
sumers, market regulators, (mostly super-boards), individual
ministers of agriculture, members of the ministries of agriculture's

staff, and the members of the individual producer marketing




boards. Ministers and ministries of agriculture generally have

as one of their goals the satisfaction of producer interest.

This can be best achieved by a system which works smoothly with

a minimum of intervention on the part of these two parties.

The food system beyond the farm gate, represented by processors,
wholesalers, retailers, while not generally being particularly
enamoured of marketing boards, have nevertheless developed a
tolerance for them over time and now exhibit goals which are
mainly concerned with equity of treatment amongst themselves by
marketing boards so that no particular advantage accrues to anyone

of them as a consequence of the trading patterns which evolve.

Consumers on the other hand are generally antagonistic
to producer marketing boards for the good, sufficient and obvious
reason that any benefits which producer marketing boards gain
are paid for directly by consumers. Consumer goals tend to focus
on the minimization of consumer costs of benefits accruing to
producers from the operations of market regulations by boards.
Nevertheless, it is sometimes allowed by organized consumer groups
that some test of reasonableness should be applied. It has been
said that it is not the intention of consumer groups to eliminate
farmers, it is only the intent to see that the benefits conferred
are reasonable, The problem lies with what is a suitable and

workable definition of "reasonable".

Consumers are also concerned about the way transfers
between groups in society are made. 1In the broiler and egg market-
ing cases, part of this concern is with the regressive structure
of the transfers from consumers to producers, i.e.,when the
benefit is assembled and distributed on a per unit of product basis,
consumers whose incomes are lowest contribute proportionally more
to the transfer than those with high incomes. This is considered

undesirable,




These, then, are some of the objectives of the various
people involved in regulated marketing in respect of broilers
and eggs. We now turn to a detailed examination of the structure

and conduct of regulation for broilers and eggs in Canada.

STRUCTURE

In this section the general structure of broiler and
egg production and marketing regulations are described. The
pattern of regulatory control is such that the broad perspectives

for both industries can be described under one heading.

The fundamental regulatory mechanisms for both industries
are a provincial Marketing Act in each of the provinces, and
a federal Marketing Act. The names of the provincial marketing
acts vary by province. Examples include the following: the Farm
Products Marketing Act, Natural Products Marketing Act, or Agri-
cultural Products Marketing Act. The federal marketing act is
the Farm Products Marketing Agency's Act. (See Appendix A for

details of these and other regulatory authorities).

Under each of the provincial acts, marketing schemes
or plans, and marketing boards for specific agricultural and
natural products may be authorized., Generally the procedure
requires that a plebiscite of producers be conducted, and when

this is favourable to market regulation, a marketing scheme and

a marketing board for that commodity is established by order in
council of the legislature of the province. Generally the schemes
establish a producer~controlled marketing board with powers to
regulate the quantity (supply) of a particular commodity which

can be marketed in that province and to establish prices at which
producers will be paid for the regulated volume of product.
Producers are generally elected to membership on the commodity
marketing board although there have been the occasional instances
of appointments to these boards by a provincial Minister of

Agriculture.



In addition to having the authority of the legislature
delegated to them to control gquantity and price, marketing
boards in the provinces also usually enjoy powers to license
(and not to license) individuals as producers. This authority
allows a marketing board to restrict both vertical and horizontal

integration in the production sector.

The powers of the provincial legislatures to regulate
marketing in this fashion are generally considered to derive from
Section 92 (16) of the British North America Act. This section
of the B.N.A. Act defines the provincial domain to include all
matters of an essentially local nature. Production and marketing
within a Province are generally considered to fit within this
category. However, not included within this category is any
inter—-provincial trade. This area of jurisdiction is reserved
for the federal government pursuant to Section 91(2) of the same
Act. Accordingly, when provincial marketing boards seek to
control the movement of the commodities across provincial
boundaries, and in particular to restrict imports into a province,
the Supreme Court of Canada has determined that this is beyond
a provincial government's competence. Thus, a federal act, to
provide for regulation of inter-provincial trade has been necessary

This act is the Farm Products Marketing Agencies Act.

Under the Farm Products Marketing Agency's Act, national
commodity marketing agencies may be established. For poultry and
poultry products, these agencies may control inter -provincial and
export trade and prices. At the present time, there are national
agencies for broiler chickens, shell eggs, and turkeys. The
broiler agency is known as the Canadian Chicken Marketing Agency,

and the egg agency is called the Canadian Egg Marketing Agency.

There are certain rules in the legislation about the

composition of the membership of these agencies and the functions




which they can undertake. One of the main restrictions is that
a majority of the members of a marketing agency shall be primary
producers. This means that national agencies are controlled

by producers in a similar fashion to the provincial marketing

boards.

Because of the jurisdictional split in legislative
authority between the provinces and the federal government, neither
of these parties has complete control over the marketing of any
one agricultural commodity in Canada. The provinces have, or
at least claim to have, complete control of intra-provincial
marketing, while the federal government clearly has control over
inter-provincial trade and international trade. Thus, in order
for a regulatory mechanism to work in Canada, it has been necessary
for the provinces and the federal government to cooperate. This
is done by way of agreements between the Provinces and the Federal
Government in which the powers of the two parties are aggregated
to create the necessary working mechanism. These agreements
involve a concept of parallelism wherein the provinces and the
federal government each contribute their powers of regulation
to a national marketing plan. Under the agreement, each of the
parties agrees to implement regulations as required, to support
a concept of national supply management and, in the case of eggs
only, a national pricing policy. References to the agreements
for the national plans for broilers and eggs can be found at the
end of Appendix A.

Supervision of these marketing schemes is provided for
in both the provincial and the federal acts. At the provincial
level, there is generally a body known as the Provincial Marketing
Board, Provincial Marketing Council, or Farm Products Marketing
Council. These bodies are frequently called "provincial super-

boards". These "super-boards" are both super in respect of being




above the provincial commodity marketing boards, and super in
the sense of providing supervision of those boards. Membership
of the "super-boards” is by appointment of the Lieutenant Governor

in Council in each of the provinces,

At the national level, the supervisory body is the
National Farm Products Marketing Council. Membership in this
body is by appointment of the Governor in Council of Canada.
However, there is a legislative restriction on the composition
of this Council. 1In this case, at least 50% of the members of
the Council must be primary producers. As well, the Governor
in Council is constrained by the legislation to "try to appoint
one-third of the members of the Council from the four Western
Provinces, one-third from the two Central Provinces, and one-third

from the four Atlantic Provinces".

In some provinces, the control over commodity marketing
boards is quite rigid in the sense that the power flows through
the super-board to the Commodity Boards. Alberta and Ontario
would be examples of this type of supervision. In other cases,
the super-board is somewhat more to the side in that the power
in these cases flows directly from the Lt. Governor in Council,
through the marketing scheme, to the commodity marketing board,
with the super-board only being in the position of review and
recommendation. This is the case in British Columbia and some

other provinces,.

The process of supply management of broilers and eggs
is further assisted by the existence of certain clauses in the
international General Agreement on Tariffs and Trade. Under this
agreement, to which Canada is a party, any country which operates
a program of domestic supply management may restrict the impor-

tation of the same class of product from another country to the




level of the previous five years average. This power has been
deployed in the cases of both broilers and eggs in Canada.

Imports are thus generally restricted to the five~year average
amount, (although supplementary import permits may be allowed

under extenuating circumstances).

Returns to Canadian producers of these broilers and
eggs are also influenced by the existence of a customs tariff
on these products coming into Canada. This fact does not so
much limit the quantity of product coming into the country but
more nearly affects the prices which can be charged for products
within Canada. The amounts of the currently existing tariffs
on broilers and eggs are guite modest in per unit terms, although
the affect of them in the aggregate can be quite significant.
Live chicken attracts a tariff of two cents per pound in most
cases, and between five and ten cents per pound when imported
on an eviscerated weight basis. Shell eggs attract a three and
one-half cent tariff when coming from a most favoured nation (MFN)
category country. Details of these and other customs tariffs

appear in Appendix B.

REGULATORY RESPONSIBILITIES

In the broadest terms, regulatory responsibility lies
with the federal government for inter-provincial trade and inter-
national trade in the marketing of broilers and eggs and with the
provincial governments for intra-provincial trade in these com-
modities. This means that the provinces are responsible for
the initial legislation covering regulation within a province and
for the appointments to, and the operations of provincial super-
boards and for the powers conferred upon producer marketing boards
for these commodities in each province. 1In each case, the powers
conferred on the Commodity Boards are powers delegated and the
Lieutenant Governor in Council is responsible for any and all

consequences of this delegation of power.




The Federal Government is responsible for the Farm
Products Marketing Agency's Act and for appointments to the
National Farm Products Marketing Council. It is also responsible
for the powers over inter-provincial and international trade
accorded to the national agencies in terms of the proclamations
establishing those agencies. Both the federal and provincial
governments are responsible, together with their respective super-
boards and the producers, as represented through their commodity
boards and agencies, for the national marketing plans for broilers
and eggs. In these plans, the powers of all parties are brought
together and each is responsible for their part as a signatory

to these agreements.

The responsibility of all participants in the present
regulatory program is to all of the people in each of the provinces,
in the case of provincial authorities and governments, and to
all the people in Canada, in the case of the federal authority.
The process of regulation as described above, has been and
continues to be one of evolution and of change. Accordingly,
each of the participants in the present regulatory mechanism
needs to continue to be cognizant of both the sources of satisfaction
and the sources of dissatisfaction with this mechanism, in order

for it to improve and adjust to current and forthcoming conditions.

REGULATIONS

The preceding material has described the general frame-
work in which the regulation of production and marketing of
brailers and eggs currently takes place. The controls which are
presently in position, derive within this system and are mainly
the result of producer commodity marketing board orders in each
of the provinces and orders of the Canadian Chicken Marketing

Agency and the Canadian Egg Marketing Agency at the national level.

Broiler Industry

The production and marketing of broilers is regulated



at the provincial level in all provinces except Prince Edward
Island and Newfoundland. In Prince Edward Island there is only
one broiler producer and in Newfoundland there is not, at the
present time, any Broiler Marketing Board or other Provincial

regulation of broiler chicken production and/or marketing.

In each of the provinces where provincial regulation
is in effect, there is generally a control over the volume of
broiler production per production cycle, sometimes per year,
with minimum and maximum limits on individual producer size being
established by the provincial Broiler Marketing Board. Details
appear in Table 8. Maximum size of production units varies quite
considerably between provinces. The range lies between 30,000
birds per cycle in Manitoba, to 114,000 birds per cycle in Alberta.

High upper limits are also observed in Quebec and New Brunswick.

Floor space is generally restricted in some way or
another. Most broiler marketing boards have placed a minimum
restriction on the square footage required in a broiler barn to
grow any given number of birds. The range in requirements is
currently between 0.75 square feet per bird (in British Columbia),
and one square foot per bird (in Alberta). The amount of prod-
uction can also be controlled and thereby varied, by the length
of the production cycle. In fact, it only takes about fifty-two
days (7.4 weeks) to rear a broiler chicken to regular broiler
weight. However, most provincial Broiler Marketing Boards require
a period of barn vacancy after the production period (for disease
control) and this period can be extended in order to slow down
the annual rate of output from any given amount of broiler barn
capacity. Current cycle lengths range from nine weeks in Alberta

to twelve weeks in Ontario and Quebec.

At the federal level, output of broiler chicken meat

is regulated under the National Marketing Plan by the Canadian
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Chicken Marketing Agency. Under this plan, the agency establishes
annual allocations of production for each province and varies these
quarterly. The amounts of each of the allocations established

in November 1979 for application during 1980, are those presented
in Table 8, line 1. The mechanism of guarterly adjustments means
that the amount of output can be varied as demand for chicken

meat changes.

There is no national regulation of prices paid to
producers for broiler chickens. Prices paid to producers in each
province are set by the local Broiler Marketing Boards. There
is, however, a national restriction on imports of chicken. This
restriction is to a maximum amount of 48.5 million pounds evis-
cerated weight for 1980, and 52 million pounds for 1981. 1In
subsequent years, the annual imp<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>