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The Alberta broilcr chicken industry has experiegced growrhs 1;'

‘ instability and[corporate interesfs in production and. distribution us. a'ig
P result of its transition from a supplementar;Qto avspecialiied'commereiar’
\e;terprise. A relatively elastic supply situatibn in compariSFn to demand
. gaVe rise to various marketing'problems The coﬂlept of supply management
-

 was introduced by ¥ producers marketing board in order to. provide con-
N

-

)

ditions of equity and eountervailing power to broiler producers at the Z;e

. \ \ { o
marketplade In this regard, the Alberta Broiler Growers Marketing Board

. . o J .
: wasfformed in 1966 in an attempt to.bring about‘stability, planned grthh

N

| R ) ». Y
' A study in 1970 was conducted'to analyze the impact of such mar-=
~ ket regulations on the competitive structure of the Alberta broiler in-l
&
- ]

dustry The: srudy reVealed that the vertically int&grated firms expanded

their size of- opcration at. different stages of the production process R
S _ i ' .
through acqu151tions and merg!rs. ‘As 'a result & single cooperative firm s

' came into possession of 80 percent of the market share of proce331ng and

vhatching operation and 44 percent of primary broiler producttion. TheSe

developments either completely eliminated or'severely reduced competition"

Lo

'1n the proce551ng and hatching segments. The authors of the study recom—

A
mended restrictions on the grgwth of this]firm and also suggested a
/ .

- - . S vy

V future 11ne of action in quota allocation and other regulatory procedures
' : . ‘ N . e

of the Boapd :
) v,

The main purrnse df the present study is to. analyse the impact of

Y

market regulatlons on the. c0mpetitive structure of the industry over a

B e L »)'

~ longer’ period[of time bsing the 1970 study as a base, a comparative static

- . . . .
- . . B . .
* ) . : e . - BN
i . B . - .
O .o B .

o ; e N e g L
. - A e i ~ . e e



analysis of maﬂget concentration and \vertieal i&egratiﬁwas made “in o

four segmente of the indbstry at three time intervels. The seguents of i%

N .

the industry were produotion ahltcheries, processing and feed manufact-'

-

.

;’(\V\

-
\\ were applied to quantify the changing trends over time. Percent market

‘

b

uring ﬁﬁhe time intervals were 1967 1969‘71 and 1976.

Harket cgncentration measures such as the Four‘firm Concentration
. A

. Ratio, the HErfindahl Index, the Lorenz Curve, and the Gini Coefficient

!

L%
.« -

. \share with integrated firma was estimatedﬂto show uhe extent of" verti;al

. integration in the industt& The distribution‘;ggtern of authorized quota

knowingvthe trends in the a'ove ﬁentioned variabldl is evident fromégheir

o . . pARRY B

ﬂmplications on a firm Y ehaviour and the resultant social and economic,
l M i

pelformancc of the igdustrv The présent. study 1is based on the assumptions“

.. : D .

"of- industrial organization theory, which concludes that market structure

i
I
\

may afﬂ'ect ‘a firm s conduct which in turn influences ﬂ\dustrial perfor—

. "' S RS . .

T mante.? ". L e BN . R : %

= . . o
! .

. f‘f'ﬂ . The following reéults were derived from.the structural analysis

| ; Qy in firm size distribution of. independent producer§

"’ | L ' i
. of the industry Quota allocation and other regulatory pelicfes of the
Board have reversed tne trends toward market concentration and vertical
[
integration in production. ‘They have also somew

=

. e et |

.

;‘ has thus been improved Instabiliry in. maxhet share and the turn éﬂpr of
\ .

avf
S e ) R
\’\ Let Ty P LR " - Coa
L . TN voox
"'. - .\" n ‘(f e ,‘v'" . "). - oL vc R .

-«\narrowed the inequali- '

L]

Ty '



»
, ‘M Ly, . , . <‘ .
The q;ocessiﬁg and hatching segments of the industry are highly

»

concentrated angd have duopolistic andtriopolisticnmrket structures The

.

,___ﬂ_contiauing-éeminance~of~a toopfratiVE‘fitM“the‘1ndustry leader“Ih'Both

4

segments,and the stability of the firm s market . share indicates ‘a lack
f

of coggetltive environment According to economic theory and empirical
4'vidence a firm with a vertically concentrated market structure and
dominance and asymmttry in'the market share ppses a great barrier to the

‘entry of new firms, The Board can, however, make use of its regulatory

[ . » | -
. powcrs to encourage entry of new firms, The study thus recommends that the
» .
- Board initiate a plan to brcak the monopqu situation at regional market
) , ! v ¥ . , . . ;
levels. . . : ' - ) v
‘ ) ) v/ ‘ .
. . l' '
&
- ]
f »
. . ]
i . .‘ . t
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. N try mcﬂ ihtnl meat conmmption has meﬁug fr 1o pegtent in
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DR S S
v vu' . Im of th&lwltry Induotry S E

»/'“ 7"’- i l
q‘ﬂity.wmefnn‘tn the Can.dim uet. The ptopotti ate lhll'e of poul- :

ke o,
. o

,m9 to gbova 20 pefcent in 1976.. Per clpita anmprtan of poultry

nc‘ts vas - 31 ) pounda{r; 1961 and 45.4 pounds in 1974, ‘m&uce&w ia..

L tum'hus almost doubled during this period. ‘The e:pmslbn h. roducttou '

li
&
>

L] ..y‘ .
and c.onsumption has mtnly accrucd due to decrennsgﬁn poulc 1

~ . o .
o price:s relative to other ul‘ts. L ,¥ L . @ %ﬁ L

' Poultry are also oﬁ'icunv dim-rters 3% feed gratn-. Per \mit e

nsumption of feed, broiler ch;mcut’pmduce roughly three tines mgﬁ

food emrgy in peat than beef caﬂ.le %cef cattle rqulres abpu.t -"‘-fim
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ngilt poundq of feed to produce one pomd of Ieat“lﬂl!t!ad a«%roiler chic- -

ken requires upproximscely Mounds at the moqt to quauu m‘equiva]ent

e
» . B 1.1..

amount of meat. Lin & GRS

>y

In Alberta changes in the produtﬁ ;o:: and; cqnsu-ption of podl,try e

: ' ' A s
4nat are similar to those found in the rest of Cmada In 1974 ;nf:ai

Iarkbtings ‘were 85 million poinds vhich contﬂbu,ced SCI 671 000 tw%dg '1 -
" the cash income. of '\lbe"a pau]try mat producers 2 In the saie yeat,,

&‘L

poultry proccssors employed 600 pgrsaons andw paid $4, 044000 iu v;qggs‘ s
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. Need for the Study
Ay )

The poultry fndustry in Canada and in Alberta has experienced

!
prowth, dnstability, and sgme basic and important structural changes
§ , Vi ? ]

Ast o quarter century, Majsr chanpes have been:

1) The natn

N.\'mius of small tarm {locks from commercial
production, : '
\

<) Vertical intepration--both backward and forward.

VD Poultry Growers' Provinetal Marvketing Boards--horizont..]

+
intepration., | A
\ L
r 4 4) Poultry Chgwers' National Marketing Apencies--both horizomtal
. ~ )

. — »
and vertical intt-):rnm\

The first two changes were a natural outcome of open market
]
mechanicma . Thes o r;'_‘Jd in the face of specializcd, high risk, capital
it fve cndomerbe v e ey prie ST 1ok of o mompe-

titive bargarning position nd financial strength of jodependent produc-

ers vis-a-vis highiv concentrated product and factor markets also added

A

to these developments. Individual producer 's instant responscs (o changed
market conditions and prices on an aggregate created recurrent produection

arcl price fluctuations. In the carly 60's, price variabilify in Qroiler

chilorens, which was relatively lower than for other poultry, fluctuated

Yo percent within one vear.” The develepment of vertical integration, a

amarkot phenomenon, hoelpoed to alleviate this problem but did nnt solve it

Excerpts from ROMUAL Loyns, "Poultry Marketing Beards and the
Canadian Consurer'™ (Pooer prenared for the Canadian Sénsumer Council,
Farch 1974, 1o 1-5. A

A.W. Wood, "Marketing Boards for Eggs and Poultrv" (Paper pre-
sented at ‘Ponliry Conference, University oi Manitoba, November 9, 1965) ,
" .

p.2.



1

completely. Evidence shows that even the highly vertically integrated

'
i

: 1
U.S. poultry industry has not succecded in this respect. At the same

N . : AN
time development” of vertical integration Involved economic problems of

equity and income distribution. Based on the cconomic, social and
. y . N N . - _ . — . .
public policy considerations in Canada, the performancée of such a mar-

keting system was adjudged unsatisfactory,

)

Provincial and national marketing boards were developed as a

patential solution to these marketing problems. Market regulations of

this noture arc, however, a mixed blessing because of their positive
A i 2
and negative effect on warket performance. According to Walker,” stabi-
o |

lity and cconomic sscecurity are the main positive effects and excess
~
capacity, high prices, C(ﬁ(};;”“i profits, entry barriers, ete., are the
/’ ' :
negatifve cficet. However, these statements are very broad generaliza-

tions which need to he virificd in individoal séituatione, -
.t »

The developmont of the abové markct'regulations changed the
nature of competitionm and pricing behavior in the industry. This is a
matter worthy of Qynqidcrution hecause the nature of competition deter-
min‘thc methods of price setting which in turn affecr:q industry p?rfm'-

mance.,

—————

1 . , - . .
B.W." Marion, and H.3. &rthur, Dynamic Factors in the Vertical
creme A Case_Study of the Broileor Systen (Wooster, Ohio:

Cormmaodity S

Ohio spric. Kes. Centre, November 1973), p.11.

H.V. Walker, "Marketing Boards and Quots Policies for Canadian

Farm 'roducts: An appraisal of Performance," Canadisn Journal of Agricul -
/i

tural Feononices, Vol. 15, No. 2 (Jurc 1968), pPp. 4-7. {

\

The net results of the Board's operations depend upon a variety
of factors. Board repuistions, procedures (ep., quota techniques), product
charactdristics (proweh, clasticity, substitutes, ¢te), kind of leadership,
and outside compotition are worthy of «<pccial mention,



N

}

In response “to this .nced the Food Prices Review Boardl conducted

. .
h LA

a study which confirmed that in recent ycars the structure and conduct

w"

of the industry‘haéllargely been dominated.by the policies and actions of

. . oy g2
the previncial producer marketing boards. Another study by Rizvi

evaluated the implications of Canadian broiler marketing boards' quota

policics on stability asper of producer prices, and incomes and mar-

WA g,

ketings.

o !
The present study was designed to achieve a different purpose

through emphasis on a limited area and an jn—dopdidnalysls. The study

atlcmpts.tg analvse the impact of market regulations on market concen-
tration and vertical integration in the Alberta Broilor industry. The

prurpose of knowing the trends in these variables is evident from their

N

faplications on the ucoﬁoﬁTC and social pérformapcé of the firms at the
harketplace. his involves vgnsidcnation oL fesburce allocation and
cvonomic.efficioncy,'ﬁuch';conomic indjcntors‘can help in eva]uatin& thg
effoctivxﬁoss and objectiyes of a giv¢n.pnélic"policy3

The need for this étudy is based on the following reasons. In

1970, Hurnahon; ot 3£.,3 conddcted a stuly of the Alberta broiler indus-

v

,

try and found a high degree of the market share at different stages of

T.

Food Prices Review Board, Broiler Chicken Prlce< II (Ottawa:
FPRE, October 197%), p. vi. ‘ -

Saiyed M.H. Rizvi, "Marketing Boards in Canada--An Fvaluation
of their Quota Policies w1th Special Reference to the Broiler Chicken
Industry" (Unpubliched Ph. D. thesis, Department.of Rural Pconom),
University’of Alberta, }dmnﬁtﬂn, 1974)

3 R.R. Hurnanen, M.H. Hawkins, and T.W. Manning, Vertical Inte-
gration and Cnncnntratlon An the Alberta Broiler Industryv, Rescarch
Bulletin 8 (iumonton Dopartmenr of Rural Economy, Unlver51t\ of Alberta,
August 1970).




growers tovards the concept of a national marketlng plan,

\.\ : : R
the production process to be possessed,by an individuak firm. Uhing

!
the Board's authority,the authors recommendod reqtrictiong on the growth

v
!

of that firm They also reqommendcdcomprehensive reviews o% the structure
N

and conduct prevailing in the 1ndustry .after. intervals of g&ur -or- five- - - -
| A ~ ‘

years. Thus this appeared to be the appropriaLe time to rev1§3t the

.

r . 4 ’
1ndustry , h . \\

The Alberta Broiler Board currently does not appear to be in

favour of the proposed National Ch1cken Markctjng Agency., This Vj>x

I
conforms to the rccommendatibns made by the Food Prices | Review Boarg\

s 1 . " .
in"a recent study. 1t will therefare be of some importance ‘to examine

RS O

thc condztlonq which have led to opposing attitude of Alberta broller

The Analysis
. * ad ! . 2 B
According to Clodius'and Mueller,” empirical research in market

_structure‘may convcniehtlv be divided 1nto three broad areas 1) deter-

* mination and mcasurcment of the ndturg of market qtructures actually”

cxtant in particular }ndUStnies,'groups of related industries, and the

economy as a whole;' 2) analysis-of the basic technological'markét and

|
'

|
-other factors responsible For particularmarket structures; and 3) test-

" Iysis as an.Orientation for Rescurch 1n~Agr1cu1tural Economics," Journal4/

o

ing hypoth(se" relatgd to the kinds of firm conduct and 1ndustr1a1 per-

formance resulting from vanious kinds of structures.,The present study

> : . -

! Yood Prices Review Board, Op. Cit., p. -XII. o - ///

2 Robert L. Clodius and Willard F. Mueller, "Market Structure Ana- ,

£

of Farm Fconomics, Vol. 43, No. 3 (Aughst 1961), pp. 523-524, o !
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will analyse someeaspeEts of the first two areas. . ' L
- e P . Lo | R . . .

The major elements which influence the market qtructure'of an
[] : ! '

_industry are number and s1ze distr bution of firms, product differentia-'

tion and conditions of entry. These elements have been developed by

i 1 .
. ‘ ‘

Feilner, éhamberlain, and Bain, respect.ively.1 The market structure of

the broiler industry would also include vertical integrdtron and mar-
. h v C s . * . .

. M

ket regulétiony,jimportanl structural elements in the  industry. Price

) )
] . . . . Vo

elasticity and growth rate of market demand are two other relevant but

not cqually iqportant vdrinbles,? ' o /9 E

SR ” . | o O

To sum up, the main purpose of the study-is_to generaté current
1

comparatlve ecohomic statlstlcs simllar to thdse developed by Hurnanen,
Loy

-

'EE.ﬁl in 1970. The study is thus rcqtrlcted to four sagments of the :

industry;-product1onm_hatcheries, processing and feedlﬁmpufacturlng,
‘ f ) : 5

‘Fach scguent wiil be studied in ddtail/with'resgec;'Lo number and size
' : ) ! B " ’..I.
distribution of independent and integrated firms and at different points
o - : . R PR A
in time. The analysis so made'can‘be used&tdﬁsdpplement the bases

. -

for passing- Jﬁdgments regardlng the effectlveness .of quota" and ‘other

\\

regulatory devices of ‘the Board on the firms' conducz\ Qd performance.

-—-7_1 A) . : ! ‘\;. \
William John Fellﬂer, Competition Among the Few: OligouNha

Similar Market Structure (Néw York: A.A. Knopf, 1949; E.H. Chamberlain \\\

The Th(orziqf-Monopollstrc Competition (Cambrld e: Harvard Press, 1956)
Joe S. Bain, Industrial Organization (New York: Johin Wiley & Sons, 1959)

) ’ /’/ ) : }
: 2 Richrd. Caves con51ders them as elements of stricture whereas
P M Schexer has d@scrlbed them as basic conditions of-demand which influ-
ence market conduct Richard Cavas, Amerlcan Industrys Structure, Conduct,
Performance (hnglewood Cliffs, ’rentice-Hall, Inc., 1972), p. 16, and
F.M. Scherei\ Industrial Market Structure and Economic Performance .

(Chicago: Rajd McNally College Publishing)Co., 1970), p.5. ‘

1 ' . 3 ) . I
("1‘ . M : .

.\

'



R overall view of the broiler industry. An exhaustlve reV1ew of the pre—u

.

o

i . . AL

tudy aret © - -

Specifically, the objectives of the

‘1arketln&‘AgenCy,ﬁ - ’ Co

’ Il
3 To study the factors leading to the AlberUa broiler growers

nonsupport of the proposed national marketlng plan. !

4 To measure- and’ co-pare the levels-of market concbntration and
‘

vertical 1ntegration in the indpstry at ﬂifferent p01nts in time.

a

5 To estdhllsh the cauée and effect relatlonshlp of the obqerved
{ : k

variables in:. rclatlon to quota policies,and progrems of fhe

Board. = = , .

.6. To make policy recommendations based on the results. , .

s

Method of Study
. Personal ‘interviews with Board officialéahd members,'and govern-

ment representatlves of the poultry divis1on were, conducted to get an
&

.

4

vious study by Hurnanen et al.,was made . This study served.as a base

—

. to the-present stuc'y and helped in understandlng gnd evaluating the ccmf

parative changesiin the competitive structure.of the industry.
Factual inforhation and data for the study were collected from

I , - : .
various primary and secondary sources. The primary source of data was .

I

!
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. o 'Cntline of the Thesis ’

i
Ri

:F rhesis and 1nc1udes the analyticaliwork which enables—study of the 1mpli~~

e

|

T ' R Lo f i : 4 ' .
, . . o - \ . . " . . (X N g
. . 4 . . . . f . . ' Y. '
. oo ' : S AR R
‘ o ) f

o .
AT

' Y
generated by‘mailing aquestiOnnaire to all the b Oiﬁfr ‘chicken growérs

um :

in Alberta.1 Suitable statisticallgﬁchnfoues werg employed for‘the o

\

different types of analyses involéed Resultp are re§Ented in tables

the results., ' - te é ,
P ‘ . ¥ »:'3 . L 2 ! ) '4[ . ‘ ?
{Y@ - c -
This ‘thesis consistsofsevenchapters Chapter x is 'devoted to-

the introduction of the prog&em studied Chapter 11 reviews the ‘evolu-

[

tionary process in the development of - the provinc1a1 anh federal enab-

llng legislation available to Canadian poultry producers. Chapter IIII

provides’ thg_historncal background in development and operation of .the

- N

Alberta Br011er Growers' Markhtlng Board. Infornation in this chapter
l

’ 1nc1udes the: need: for the Board and its policies and procedures to

achieve various obJectives. Elements of the proposed Nationa] Chtcken o

Markcting Agency,-the need for it and progress made so far in this'

. !

dlrectlon are contained in Chapter IV This chapter also presents the! T

p031t10n of the Albcrta Board and Alberta growers towards the national

marketing plan Chapter v provides an oVerview of the measures “of market
. . ‘ .

concentration and monopoly power. Chapter VI comprises the body of the-

“»

e l

oacions of squota pOllCleS and proéiams of the Board on market coneentra-

: tlon andiyertical 1ntegrat10n ThlS is achleved through comparatlve .

e

. static qialys15~ﬂn these apsects at three points in time The last

. chaptexig ';ts a spmmary, conclusions and recfmmendations.baséd on’
—-—~‘—-’_..__._¥.‘ % i ol . . , . P
gl For: 1ls. about the questionnaire see: Appendix A.
¢ ‘: ‘_~: . B \: o e ;
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the results of This study in comparison with the base study.
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In the case of hatcheries,'processing§and feed manufactur
“segments, except for 1:76, the statistics presented in the thesis g

derived from the .research report by Hurnanen, et al., 92. Cit. The

source, however, is quoted in individualltables. Tables without any

‘reference to the Source are mainly developed by the author fr

raw data.d¢btained from primary and secondary sources. ‘
. " . . Lo . '

¢

om the
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CHAPTER 11
I . i

| EVOLUTION or.mxmmc LEGISLATION- IN-CANADA

This part of the study provides an overview of the evolutlonary

!

process ‘behind the present]v available provincial and federal enabling
legislation which dclegates powers‘to poultry producers for admtnister—
iné' their provincia} and national marketing plans.
The application of the marketjng boardlconcept to the poultry
industry is of relavively recent origin The first marketing board was
i

established in 1961 by the broiler producers of British Co]umbla .The

marktt1ng problems which necessitated app11cation of this concept

"~ to the poultry industry were mainly a result of the technologica] and

structural developments. The formation of enabling legislation, both
provincial and Tederal, provided. a widepscope of authority over.prodUQ—
tion, prités and dis:rjbution oﬁ'puultry products came about thirough
cqpperation,of the proviheial and federal governmen:s. {

At the present pou]érx,narletlng boards ‘in Canada are function- -
ing both at the prOV1nc1al and nat10na1 leveis There are three separate
qarket!ng_boards representing egg, broiler and turkey producers in every
province of Canada;l'These boards deriue auﬁhority from.their respective

AN

provincial_agricultural marketing gcts. The national'agencies for eggs

f

and turkeyq have been in operation 51nce January 1973 and February 1974,

~ !

respectively. Those nat10na1 agenc1es derive authorlty from the Vatlonal

1

Farm Products Narketlng Agencies Act 1972 (Bill C-176).

i

HqWevor, there.are a few exceptions: in Quebec there 'is one board
for both brorler and turkey producers; in P.E.I. there is no turkey pro-
ducers' marketing hoard; in Newfoundland there are ne1ther turkev nor
broiler prdéducers' marketlng boards

10



History of the Marketing Board Concept

In Canada, the establishment of agricultural marketing boards

D L
as a pgﬁctical attempt cO solve producers' problems of fluctuating

prices and low incomes have had a 10ng and COmplex history. Accordlng

’

to a recent ‘review paper,'1 this.&mplexity has beeﬁ due to the original.

division of pgwer between the fedefalland provinciai governments.

Siﬁilarly; another feview has assessed that: "The development of legis-

lation under which Canadian markéting boards have been established an&'

operated has been affected by and reflects the dual federal-provincial

jurisdictions over marketing in Canada."2 -

~ Canadian Marketing legislation which is based on a constitut-

'

ional division of powér, provides that intraprovincial trade is exclus-,
ively undeér provincial jurisdiction whereas interprovincial and expert
trade is the domain of the fegei1al government. Two early marketing acts

.which crossed these,jvrisdictiona] limitg in trade were declgged ultra

»

vires by the Supreme Court of Canada.3

During this controversial period the province of British Columbia

took the initiative ani”hacted provincial legislation with powers to
control intraprovincial trade.:Other’p{Ovinces followed suit and by

————— , - .
IS

1 Kenneth D. Smith and ,Murray H. Hawk1ns, "ThelCanadian?Constitu;f
tion and Its Effccts on Marketing Legislation' (Unpublished Paper, Depart-
ment of Rural Economy, University of Alberta, 1976), pp. 1-21. .

2 M.M. Veeman and R.M.A. Loyns, "The Scope and Nature of ‘Canadian.
Markgtlng Boards" (Ygipublished Paper, Department of Rural Economy, :
University of Alberta, 1976), p.5.

. 3 These acts were the Britjsh Columbia Produce Marketing Act (1927),
which enabled the formation of the first producers' marketing board in
Canadian history, and the National Farw Products Marketing Act (1934)
commonly known as the Dominion Marketing Act. For more details regarding
these carlier acts refe: to: L.E. Poetschke and W.M. Mackenzie, The Devel-
opment of Producer Marketing Boards_in Canadian Agr:culture (Edmonton:
Department of Political Economy, University of Alberta, 1957).

i
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11956 all but Newfoundland had passed their own respective legislation.® .
Ultimately, the Agfidultural Products Manketing Act (1949)2 was

passed as federal legislat;on which enabled the provincial boards to

{

deal with 1nterprovincial and foreign trade, although they had no control

over imports into the prgvince.3 Most of the provinces -which had enacted

their provincial legislation rewrote it to avail themselves of opportuni-
tios provided under this act. This act, as amended. in 1957, also made

it possiblo for the bodrds to raise funds through producer levies
\

‘In both of the earlicr direct taxation acts (i c., British

~.

Columbi;\zigﬁ?)\gnd\Pomlnion Marketing Act (1934)), the Pxivy Council

~—

while upholding the Supreﬁt\CQEEE\dec151on made it clear that this type
' . . \7. -

of scheme could onMy be established tn;BUgh\gggEeiftlve legis]ation

between both levels of government.é Since the 1950 E\Ti}e\\\efter the War

R \\\\

Measures Act), bmtn pluJiﬂLLal aud fedeval. governments have been eﬁaetlng

1eg1<1at10n to]regu]ate farm products zpich involve 1nterprov3nc1a] and

export trade using the cooperative anproach as sdggested,by'the Privy.
e &

Council. d T 4 ) . \

. 1 The prov1nc1al legislations differ from others in many respects
such as number of farm products eligible under the act, method of esta-
blishing and powers to be delegated to commodity boards, etc. Newfoundland
passed its legislation in 1966, Alberta in 1955 Prov1néial boards and
cpmmissions are establlshed under these acts. Provincial milk boards are
under the specific act known as the Milk Control Act.

This act was necessary to lift the controls of the War Measures
' Act which became, lneffectlve after, the war.
\\\\ : .

3 Provinc1al boards still lack thié\p\ov131on However during\*the\
chicken and egg war' in 1970-71, boards were aTIDweg by 1ndiv1dual provin-
cial governments i< impose restr1ct10ns on imports. These were later
declared. unconstltutlonal by the Supreme Court of Canada.
4 Kenneth D. Smith*and Murray, H. Hawkins, Op, Cit.

-
. ..
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The National Farm Products Marketing AggngigsAAsz_lﬂlz_LconmkuL__

ly known as Bi1l C-176), a federal enabling legislation, is one of the
outcomes of that cooperation. Thig act provides for the establishment of
a national markéting'agency in any farm product which involves interpro-

vincial and export trade provided the majority of the producers are in
: ' ‘ -
favour of such an agency.l So far, only two national agencies, one in

egps and another in turkeys, are in operation. They bégah operation in
) i

1973 and 1974, respectively.A National Chicken Agcncy is in the final

sStages of formation‘2

The need for this federal enabling legislation originated from

aevere‘marketing and priée problems, particularly in poultry products
.o . , 4 : ’
in thc*1960's. The provincial poultry marketing boards reasonably. -

solved problems in marketing and prices by using a 'supply manageﬁent'
tool. The peculiar nature of the product and existence of-proaucing

areas with and without *supply management' led to interprovincial trade

» ©

disputes i 1970-71. These disputes became commonly known as 'chicken

and egg war".3 This became a major économic and’political issue and a

1 This act excludes the commodities under the contral of the
Canadian Wheat Board and Canadian ﬁairy Commission. These federal boards
were established in 1935 and 1967, respectively,,under separate specific
acts . . F] .

=R

scale over a shorter period of time in comparis to those for eggs and
turkeys. In the case of a national agency-in chi kens, things are a bit
~ different because provincial boards are less agreeable in reaching a
commonly acceptable solution. The details will be given in a section
devoted to a National Chicken Marketing Agency. )

1

'

3 Provincial f1u§% milk boards and tobacco boards are also under
similar kind of supply management. They have never experienced interpro-
vincial trade dlsputes of such a nature. For more details on this-aspect
refer to: A.E. Safarian, Canadian Federalism and Economic Integration
(Information’ Ghnada, 1974), and R.M.A. Loyns, '"Poultry Marketing Boards
and the Canadian Consumer " (Paper presented for Canadian Consumer

Council, Ottawa, March 1974).

~

'2 Provincial broiler-caicken boards came into operation on a wider

a
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national marketing plan in- coordination with provincial narketfng qtans

N

vas @houﬁht to be a fe‘fiblo solution. In the initial stages this federal '

f

'apct faced some controversy and took a relatfvely long time to reach final

acceptance. This occurred because a few clauses of the act as such were
fot accéptable to hog and cattie producers who faced a different produc-.

tion and narketihg environment.1 Part of 'the atorylis tpld by Loyns:
.. : A ' .
After prolonged public debate throughm’t this country, in
comnittee and in the House. of Commons, Parliament gave final
" readingémnd Parliamentary assent to the national market ifig
legislatioff Bill C-176, on December 30, 1971. The drama w

surrounding this Bill probably overshadows that associated C e

with any other agricultural legislation’ in the history of
" Canada, from the trade war among provinces in 1970 and 1971,
to the almost single-handed battle in Committee of the Honm.

e . Jack Horner,'to the marathon all-night session of Parliament 1n
which the Bill was finally passed. The Senate,.in a¥l its
pomp and ceremony and involving whatever remains of its waning
authority, added to the.drama and agony of the Minister of
Agriculture by prolonging for several days passage of the
Bill through Senate.2 :

The National Farm Products Marketing Agencies ‘Act finally became
[ ]
a rcalxty.in 1972, Th1s act provided for the establishment of the National

-
~

Fark Products Marketing Council and authorized the establishment of nat-
L
_ {onal marketlng agpncies for farm products. “Under provisions of the Act

— g

the Minister of Agriculture aﬂ%ointed six members to the Council effect-
ive April, 197 The dutiés of the Council as in Sec (6) of the Act were:
1., To advise the Minister of Agriculture on all mattersltelating
“to the establishment and operation of agencies'under_this act,
with a uicw to maintaining end promoting an efficient and competi-

-

tive agriculture industry. - R

1 For more infornation see: "A Look at BRill C-176 (With Amendments)"

Organized Farmer, special section, April 1971, pp. 1-6.

2 R.M.A. Loyns, §'What Farmers Should Know About Bill C-176" (Paper
presented at one of a series of Agricultural Conferences sponsored by the
Faculty of Agriculture, University of Manitoba, February 16, (Winnipeg)
and 18 (Brandon),1972), p.3. ‘ ‘ «

\ \
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2, To en‘hre that agencies are maintninin% efflgi&ht aﬂd c ti=

L) ) t ‘,‘

tive production and markettng practdces and nre aeniitive ‘to the¢w”ﬂ
B
interests of producers a’p consumers (Section 22 of the Aety., -+

3. Jo work with:ngencies in promoting more e{fectfve marketing of

farm ptoducrs 1n_1nterplbvincial and export trade. , (
The council was thus eMpoﬁored to establish and supervise the operations ¢
of the various ;genpies established to admiﬁibtgr the marketing plﬁns of

regulated: farm products. The Council was also provideg with other esgsen-
tial powers £br,;arrying out the aboye duties underarhe Act. )

. . S P
Prbyinéial and. National Acts in Poultry ® ' ¥

In briﬁf. the pr0vinc1a1 and natjonal" poultry boarde derige their

\f\

povwers from two parallel acts, f.e,, thc Agricultural Mari@ting ‘4%5&?f,

the reSpective prbvinces and the National Farm Products Marketing A

»Act 1972 (B11Y Cﬂ176) The provinc1a1 markcting acts and the National
. ®
. Agencies Art’(Bt&l C- 176) provide for the eStablishment of supervisory 9

bodies (1.e., Provincial Couricils and the National Counci%% The main
!

functions- Qf these councils at their reopeettve levels are to derelop ‘ ’?' \
lthe marketing'plans and to enable the boards to administer these plans,
ipr0vided the majoritv of the affected producers are in favour of the plans.
?t the provincial and pational levels, the councils have the authority to

}ﬂtablish Industry Advisory Committees. The membership of these committees
! .
\

is drawn from the associa:ions being affected by the regulatién.

_Council members are appointed by the reqpective governments qhich

. 9 -
they .represent and are responsible to their Minister of Agriculture. The

4 N . v )
pbjyé and duties of these supervisory bodies vary from province to proviance

o depending upon the variations in. the provisions of the respective provin-

%

éfal acts. .



CHAPTER 111

DEVELOPMUNT AND OPIRATION OF THE ALBERTA
BROILER GROWERS' MARKETING BOARD .

Need for the Board
1

' Exceptionally low and unstable prices  and the conscquent in-
crease of vertical integration in production are said to be the major

reasons for establishment of the Board. According to Falkenberg, ex-

R

chairman of the Alberta Broiler Producers’ Marketing Bn-nrd, "'the boom .
and bust' .nntun- of the business forced manv small growers out of busi-
ness in the carly Sixti(:s;. Integrated processing companics started grow-
ing large quantitics of broiler chicken to keep F’h('ir processing plants
in operation. As well, som of the largest growers were boughr out by

S )

v 2 . - .
processors."” Under these circumstances’, the broiler growers of Alberta
.

preferred to opt for the marketing board concept to achicve effective
. LN

“countervailing power at the marketplace.

Development of the Roard
The drive to establish the Board was initiated after a meeting of
1

the broiler growerswith the Alberta Department of Agriculture on COctober
Q '

15, 1964. At this meeting, the Alberta Broiler Growers' Association was

formed. The Assocation executive, in consultation with theé Alberta Agri-

{

‘.

' Broiler prices to prowers fell as low as 14 cents and 17 cents
per pound live weight un 1961 and 1964, respectively. In previous vears
priccs were fm'ari{)bly above 20 cents. See Agriculture Canada, Poultry
Mariet Revicw (Ottawa: farket Information Service, Poultry Division,
various annual issues).

Howard Falkenbers, "The Marketing Board Approach' (Paper pre-
sented at Alberta Feed. lndustry Conference, September 28, 1972), p.2.

B 16 .
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cultural Products Murkoting‘CounciT,l prepared a marketing plan. This
plan was finally established with Order-in-Counci] number 69 on January

13, 1966. The plan was given the name The A&bertn Br iler Growers Mar-

keting Iﬂ}{)lQOS and it was: "

A plaf to promote, control and regulate the transportation,
procesging, packing, storage and marketing of dbroiler
chickeny in the Province of Alberta.?

The purposc of the plan was: i

1. To maintain a fair stabilized price for the regulated product;
(@ -
2. To develop and maintain the orderly marketing of the regulated

\

proauct;
' i
3. To provide a uniform high quality of ‘regulated product for
the market ;

4. To maintain adequate advertising and promotion of the regulated
product;
5. To ensurc a continuous yearround supply of the regulated pro- -,
duct for the trade and consumer markets; and
6. To work with marketing boards having similar objectives which
. . l . ' 3
may be established in other pfovinces of Canada.

The Alberta broiler growers endorsed this plan with a majority

vote on May 13, 1966l3'1n total 83 growers rcgistered and only 11 voted

. The Alberta Farm Products Marketing Act (1955), as amended in
1965, ‘provides for the establishment of such a Council to supervise the
operations of the boards established under the Act. The Council is also
autherized te appoint an Industry Advisory Committec drawn from different
segments of the industry. '

2 For details of the plan see: Province of Alberta; Alberta Regula-
tions 17/66", The Alberta Gazette. Vol. 62, No. 2 (January 3!, 1966)
pp. 22-26. -

3 The growers marketiﬁg less than 2,000 birds a year and others who
started marketing only after -August 31, 1965 were not eligible to register
. and vote for the plan. See: Ibid., p. 23. '
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against the plan. The Alberta Minister of Agriculture appointed o pro-

visional board of five registered growers. The Board was delegated re-
: < :
sponsibility for the operation, regulation, supervision and enforcement
!
L)

of thg plan,
The Board was given extoensive powers under the $lan. These dele-

gated powvers were licensing of’growcfs processors and other denlprg,
[ ' .
collecting service charges fr@ﬁ growers and achieving compliance  with
N
. \ '
regulations., Over and above these basie powers, the Roard wae given

\ , .
authority to repulate the quartity of produce”in form and .place and. its
A .

rate of flow to the mirket. The Board also sct the minimum producer
Vi

paying price.
! ’ ’

To malie effective use of these delepated powvers, the Bodrd pro-
. [

ceeded a0 follyg g

<

Ao Estahtiohed an office, appuinted a secretarv-manager and other
/ :

staff to keep various records and perform day-to-day adminis-

trative operations,
B. Formulated policics, regulations, orders ard Frocedures” to-
. ' . -‘ oi . ’
e¢stablish and regulate criteria with respect to:

i) Varicus aspects of basic quota control such as initial

quota allecaticn, its incteases in futurerand transfer of quota
rights, .

ii) The varjous ispects of supply management such as:. 4) estimatd

of denand in broilors——information‘rcquireycnts for the purpose

cand its source; b) fix and administer Lha/murkcting quota. to,
{ -
-

" - ' . . . i3 ’
In-compliance 'with tle pProvisions of the Act, the regnlations
and any .Orders-in-Conncil, the Léard is authorized to establish and amend
pProcedures, etc., for effective control over its various operationsa

3 " . | i

.
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achievq the desired level of marketings as asscssed in a);

o
o

.and ¢) fix and adﬁinisler-the minimum producer paying prices.

Operations of the Boatd /

The Board started its operations on September 1, 1966h'ﬂle~ﬁoral».
. - . T - . cl ‘ l .

aﬁrh&rized quota as of October 1966 was 1,198,000 squéf& foci. This quota
was alloted to 106 g?%@ers, Both independent and infogratod.

The first nvéﬁfcrcmost prob]cﬁ whjlc establishing £he markéting
board was to rvach'?n?objocLivc;bnsis for initial quota allocations. To
Leep the stare up broblcms and spp¢urhtion aspect to quofa'righis at a

mininum, prowvers who started &qﬁkotings during the twelve month period

Y .
i

prior to PRoard formation and growers who marketed less than 2,000 birds’

ayear yere not allocated any Guota. These two categories of grovwers

"
Y

were not eligible for p]ubiscito.z ’

I -
| R

After the preliminary stapes of putting various policies ard

Cregnlations topcether, the Board's primary powers of contrelling supply
R . { . .

“and minimum producer prices became effectivcly operational oh January

1, 1967, L - :

v e

The various feafures of the Board's operations such as control-
' N ,

. . . . . C - |
ling basic quota, licensing, raising funds, assessing the demand and.supply

situation, fixing and administering marketing «fuota -and minimum'produccr'
. ‘ ' L
. v

The Act provides control over mark@cings..Marketing Euota is,
some percentage of basic quota; this generally varies between 80 and &20
pereent of basic quota depsnding upon the market «conditions. Basic quota
allows placew:nt of one bird per sq. ft. per cycle. Therefore, at 100
puercent marketing quota, both are bqual. ‘ ’

. See Province of Alberta, "Alberta Regulatidns 17/66,"
Op. Cit., p. 23, c :
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prices, and other policy matters are described‘belom.L IR

Basic Quota Control o : T -
! : M :
1. New quota allocatibns are madc -according to specifjed criteria
! .
“and condltlonq as provided in Board rcgulaLions and pol¢cv. E

i o
In gcneral, 35 poxccnt of quota is alloCdtcd t@ new grnwerq ‘and

65 percent to existing browers.

. . v
2. Quota rights are not freely transferable (sale, purchase, lease,
. - . . o ‘ -

Y

. . o . ] :
etc.). Tqansfors arc allowed only under the specific conditions
and discretionary powers of the Board.quotas are the property
of the Board and a[guﬁytachéd to the premises_(growihg facili-

. . i _ - .

ties). SR K RE ' . 4
. i ) . )
3. No s“ngle grower can possess’ more than 3 percent of the total I
1 ¢ : ‘ ! o -
outstanding quol... ‘ U ' ' . _

“4. Integrated firms are in possession of quota above this maximum -

I B
limit.” Their quotas are frozen.

‘ ! b ’ .
1 The legal power to carry out various operations is derlved from’
" Board policies, regqutlons and instructions. These arc; continually ‘
changlng At one’ tlHE pollcnes and instructions of the Board. beCame
regulations after repisteration. This provided added strength to the
Board in court decisions. Province of Alberta, "Alberta Regulations)
354/72," The hlberta Gazette, (December 15, 1972) 2 1125-1134, presents
a comprchensive dompilation of prev1ous rcgulatlons 0 thc Baard.

«

-

2'qu7detaiis-see: Appendices B;l, c-1 and c-2. L e
o 3 The Integrated firms bought a few bro1lcr farms after the 1n— Ced
ception of the Board’t OpCtdFlan Late in 1969, a regulation was passed_
by the Board to stop bi;s development., See sub-section (6) of Section 11

i

in Appendix B- ], extradts from Province of Alberta, "Alberta Regulations
354/72"~£§ Cit., p. 1129. ) ‘ i :

~
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Marketing Quota"Controll . . : . ' ;
I.r * . c i . . )

3} planning, : ) !

irtpxesent 1nd1rttt control on blOllLr productlon

B (R I ) : R
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i

1. The Boardg has {ndirect control over supply through its market- '
ing quota'syst$m.2 o - I ‘

L2..To dChleVO orderly. market}ng, 1nfermqtion abnut the-supply and- —

%

donnnd sltuntlon is rcqu1rcd ﬂ}iq information is compi]eq from
weekly reports about placements), markotings; imports, éxports,

and- inventory position of hroilers. The weckly report is
supplied to processors and who]esa]erﬁ for use in market |

i +

|

i : . : I . ) : ,

"3. The Board uses the weekly reports as ‘a base for making short

term demand ;rejection. This information is supplemented with
A * . . ’ . B . .
.currvnt'markcL developmonts.nnd business intuition.
4 1hc mnx“vtlng quota lcvel to qup]y the. market in accordante

wjth est1matod dcmand 1@ f3xed Instructionslabputrthis cHange

cand effective datés are sent to grawers, hatbherympn and pro-
°t . v ' . . . ; S g ’

cessors. Entries:of the change arge alsq . made in the individual

grower's régister. Later these figures are compared with actual
VS, p

-

l‘For dcnallq of legal powers to control supply, i e., marketlng
quota, see: Appondlk B- 2 extracts froth Ibld., PP- ©1125- 1134

Herelnafter the word qupply if. used in, this connectlon will
" ’

! 3 An Indus Lry Advisory Commlttee has also been attached to the Board
since its inception. The primary activities of the Committee are to ad-
vise the Board on matters such as fixing marketing quota and minimum
produccr prices. The.membérship of the Committee is drawn from variousy .
segments of the br011er industry. The members are appointed by their o
respective associations. Since’1974 the Committee also has had one. mem-
ber from the Canadlan Consumtr A550c1at10n, Alberta Division. .

!

¥

- B ‘A I : |
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S ' o ’ .
matke(ings.bAny dPscrepdncy from allqwcd ]chlq s brou?ht -
Lo tho dttontlon of Lhe grower. Th Bnard &ene a]ly roquire
_'7 ﬂ‘compqnsntjng-cutchk for overproductzon. B . ‘o
. . / . " o ° L 1 N
'uw5,~Any anqiripatdd;shorfnﬁcﬂin‘SUﬁﬁTy ig” mct by revis Jng marktl—_
+ M . .
) 1ng quoLa purunntago, Jssuing Qpcc1a1 produ«1101 p01mltq Lo
" N . ‘ . .’ -
.. f'rnme or ch:mp,lng the rnp]aq(ement 'cycl('. Al]_ these actions
- . ! N L .’ I . N o ’
can-bhe taken only with the d{rnCLiou and pernission oﬂ the
- ‘ " . ‘ . cn L. . B S [
: Board. , : ' P ~ ’ : ‘ A 1

. 6. The¥e fis no restriction over Inpores and exports. lhe whole-
i . ’ - CoN .
salers avd processors are however, requirced to supply to thi

Poar ! duava regarding Lhcse'nﬁﬁbcts on -a wcckly'bnsfs. o N
) . . \ f . .
7. Any produrer who markets less than 2,000 broic fs por o vear is
f“ v . ! . . )
oxothud from Hnu:dvl-tu]'thn‘. : SR |

§. Mintmui produrerfyrién s are fived in consultarion with the

T ) L4
1 . [
Industry Advicody Cownittee.. Crowers and processors are Lnformod”
. abaut Jhe changd and effecative date, : : !
~a. HMinimum producer prices are on f.o.b. plant basis. Galy for
* : . / B l ; ' ) BN .
about a year in 1967--68 were prices paid en f.o.b. farm basis,
,B. Hininum produéer prices on nn_ungradéd,basjs_havenbeen paid
K - since 1974, Frevious ko that they were paid on a yfauln bu~1

! i

x

e

S ] _ , J _ :
Supply shortaros’ can be dué to terporary shutdowns by provers,
£ underestimates of actu ] demand, or wiavoida ble circumstances (i.e.,
fire, disdase, atc.). : » : ‘ .

f

Marketing permits 1nvarlab1y are issued fwr ane b’tch of brollers
at a time. The marke ing erths on an average Conpr1,- about 7 percent of o
otal yunr]v broiler plOdULtlon in Alberta. ’

¢ 2 . '



Issuc License and Raise Funds o

per pouad of ]’[V’aw.; I

. . ) L ] o ! ' /

i . v . ’) ' . . . .

1 ! i .
\ z"'; o ,’ I L ) .,
1. A]]~pcrsnnu.vngdgedgln produbtlon, processing and marketing
/
Anf brnLlerx inust hc ]1c1nsod bv the Board. Licenses cxpirc_

. .

on Dcccmhup 31st of'vach.ycnr nnd'huve to bc ruﬁawod.

i

Licenses are issued free- of charge. : T i .

RCE - X ‘ ) _ _ |

2. A service charpe of cne-fifth of a cent per pound of live
weipht is dedvected from the sale pxoubcds of cach broiler

te ' . .

prowdr. Processors mabe these deductions on behalfl of the
SR ' : '

» Board. o .

Co | , . K

oo d Menhere and Teoisteren Croduc rs

P ) 0‘ ’
1. ALY five provisional Keard m'hwbers W(ro,rvwluctud Ly the

. S . :

rogivtered growers
.]9(1'/._
Ti L Fr ." . . s : . O .
2. The tewm of 1j3,fl_l~o, in 1'.}-'”01‘(1], 15 turce years \,”'l_“ tio reyn
a

liwit, YHowsver, thic can Fe ewtended to a thizd term-if the

major ity of th- procncers agree at the annual mecting.
. v , » . .

3. The nivimep querum for o Board mecting is thrme mewbers. With

t i
v wencral e : RO ST S, i s ’;-O' opiate red
1opayd to genaral mectings b m}_.l./mnrn quoruir 1s 20 reglste :
Lo ) ) ' ) [ . .
profucers or 10 percent of the registered producers, whichever,
P o | ‘ ¢ S

is proater.-len or 7rt'urle registered producers can coll for a-
) T i N ) ' i . . . . .
special pencral mecting. : : ' '
4, One axnual mectiang of registercd producers is essential, and
‘ i : ) , o
should be held wighin 12 to 15 months of the previous annusl
» . : . .

K '

| l - B & . » - . oo

In.1977 tie sm1v1(e chargn was reduced to one—(lghth nf a cent

Lo L
_ . For det:z.'lv On‘C(‘."'(";‘:Ct of o]ecu’ons term: of office, ectc.; se
Provine»' of Alherta, "Albeita Regulations 3 8/""', The \ﬁ]‘()mm Gazette,
Vol. 69, No. 18 (Soptembér 29 y 1973‘5., pp. /78-783. This' is an amended
version of "Alberta Regulations 17/66." - ‘
. i . i | - ' ,
) .- /

23

cdr the [irst arnual meeting held in November,

e
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meeting, !
S ' : . .
5. Any grover marketing under n'pvrmit\is registered. Permit
' ‘ s ‘ \

~growers have-all the rights, privilepes and obligdtions of

quota holders except they connot hold office,

. -
.

The preceding presentafion fairly vomp]urna the discussion about
the meia featuses of varicus policies and: procedm v of the Board. The

net i poct of such aetions on the cotduct (e porformance of varion:

agoato ddealing with the iﬂdnﬂlYV.Wi]},'hChver,‘dopvﬂd upen the epiri,
< - ¢ ) te . X - Vi
, . .

{ :

! . . .
Twith vl thew e corried cut . Chogpter VI of this thosin iy deroted

te the ﬁ.ndy of the dperepite of foot of ten yoars of Board refalatione
' o : ’ .

in el oaping e corpet ltve strocture of the” ndustrs,

* .
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interprovicgeial ‘trade which bocare ercossively competit v Faatho late 60'w

" 5 , .

. " CHAPTER 1V )
P . ) ' o
THE PROPOSED NATIONAL CHICEEN ,\:.;\l{}.'l’,'l'fl?J(‘,&A(:EN(;Y} .

N . / 1;1 A
The National Chicken Markcting Agency is a concept developed in

.

.

. . ) oye . 1 . e . :
order to achicve coordination of $he verious provincial chicken producers'

I

mackevin, boards in Canada, Tegpal support of the utilizat on of dual
. ,4 . . - -
federoiand provineiol guthority and jurisdigtion is .provided by the
. . o .
National Farm vfroducts Marke Spp Acoacies Aor ]’)72%’111“(1—]76). Under
roo ! ) " . p)
tihls act thoyeaickea producers of Canadaican estal] i!-»'h'al Fi;x/_i,ox‘m] marlot-

[ '

ing ptw and on oapency to oduinister the plan: The Canadian kroiler Council,

»

a rationad volunt uy organtaation of ehvicken moel et ing boadx, initiated

.
the idee of corahlichinge such an weoney i 1062, 1 oweve v, there voo no.suit-
. LT v .

31)‘@ Toginlotios available ot that time. The reeutsite lepialation wes,
. G
neLever, dne the procens of deveiepnent and hecame o reality in 19720,
. : ’ 4 ’
i
Neod for the Notiong! Asrencey
Avler a v v 0ars of epereticn, scne of the provineial chiclhon mar-
)
Leting boards had ooy vienesd limitations in cpevating thoir isnloted mar-

ketiar mavpeeront programs, The apparent limitation wes in the sphcse of

'

&

s

and carly 70's. The dindnsions of this dnterprovincial trade rivolpy becoxne
: . : " | : : . . . . . . . .
cormonly known as the 'enirken andicpg war' of 1970-71. In the minds of

: . ' . !

tue peuliry producer s, this trade wer was the cause and coascquente of bhopes

. / L

: - Thoe Agency i in dts final stoece of eotablishrment and is 1 kely to
beeome o realily in Sunmer 1927, The {in:l public hearings were held in
Fady, 19760 They wore based on Gt revided proposal submitted bv the

Canadian Brofler Couacil., 7
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! ' / .

for a national marketing plan. According to Lovns: "The period be inning
] p , ¢ \ 1 £ i

v

in 1969, when clear dndication was obtained -that national-marketing-board-

legivlotion would become a reality, produced a number of severc pressures

EW

»- . .
. »

/
ital trade problems, Quebece the

on the Canadian Poultry Industry," , “
During the years of interprovine

csnzle Tarpestunregelatdd broilers producing (407) province was marketing

' N !
5 : I
pits surplus producticow acress Canada.” Thesn low priccd imports werc
] o ¢
| e At Fecy Do l’ e - Cren! e 5
radversely. atfecting the prices wich regulated rarkets tended Lo 1aise
I ‘ : v v . 1

sthyongh marketing -nmz.’nguhu&x.. “Voluntary destraints supgested by the
. . ) ] : . . '\
Canadian Eroiler Council had rore Iy voikeld and tne provincial trade "estreie- -

;
i '
\
i

i

tions A0 1970-71 weac cusually of short du:ation. As & conscyuente, the -
chicien erowvers of Canad#d werc seeliing a pormment solulfon to the problers
of cxeeseive comperivion anvd the con sequent dnstabdlity and income—unceor-

. . . . . \
tanty in the Lroiter industre, The ehiclen prodvecrs of Guehee estalTuheld

a weirneting boeard 0’ 1971 and introdaced supply caana cmznt, Compecition jin
: pply & i , !

mterprosine i, trade was subsequentls pormalized. :
: puent -
. . H - /
! . .
With these developrents Canadian chicken producers did rot feel an
/ -

imeoediate necehsity for a national agency. Instead, the emphasis of indivi-

.
.

Al boarlds weos shifeed tevards bargrining for equitable marke: shares and

othcor terms and corditions & the national plan. A referen:c to this fact

. i
’ N .

(9

R.t.AL Loyns, "Poultry Merketing Boards and Canedian Consuier,"

Op. Cito,p, 34,

On the othier hund, the Quebee Epo Marketing Board (FEDCO) was im-
prsing restraints on the markating of cpps oricinating ourside the provinge.,
Tore Quebes Supevior ©y -t ruled the case in favour of the Board on July 31,

-, ' . - . . 0] .. . N .
1970, other provinss ceoected similar trade barriers to protect their pro-
I} I
vincial varifis from excessive competition, ! ~

3 Special subsidies. in production (mortpage loans at 2 porcent) and
freight rates were avai ¥ *o, the ehisken grovers of Quebeo. The chicken
industry wos highly intcgrat «, dowinated by fee basis growing arrangouents,
See: V. Landreth, "What's Loeniond Quebee's iig Upsurge -in Broilers and Turkey
Production,'Cinacn Poultrvmom, Vol. 57, No. 7 (July 1970), pp. 8-10.

.
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is gilven here: "Canadian consumer capacity increased, the idea of nation..l

ma- et diminished and the conditions for a difficult task of negotiating

li

provincial allocations under a national scheme were fostered."
‘ H
The low cost chickern fmports™ from U.S.A, vhith had béen on the
. N ‘b .
dnerease sinec 1974 resulted dn dovnward -pressute on domest ic prices,
1

patticularly in central Cavada, these fmports or threat of jmports in
L4

future Love revi Lul’.ﬁul the drive to establisht o uational apcncy, Under
the CATT agiecncnt, chicien grocers could contral such fudsorts 1Y thev

;

estabTish amationd - supply woatem, ' - .
’
! : o’ ' '
Time Elem ot end the Natie o3 Arency S o

C : .
After the passage of Bill €-176, natienal apencive in eppes and
i . . ' >

ecame operstions] incJanuary 1973 and Poborues ig74, respectively.

5 -

turicey:,

- ‘
Hovever, dn tiic e e oof chick o, thoe variocs provineial bhoanrds cov'd mot
bl A b \\

rec T  common oarérment. the marjor contreversial issué betvoin the bdards
- i . _

1

wiat i lack of objective ciiteria to establbish initial quat. shares, The
Pivtoriesl 7ive vear avorage producticn as provided inrScction 7+ of i
, | i N
Act vas not acceptable to seme of the producer boards, ‘
In"a meeting with the Department of Avriculture held en danuary 22
e : . .

——

‘ . ) FE—— N
o . : . . e o cq " . e g e
1972 4in Otesva; the Canadian Broiloer Comedil expressed the view that "rhe

.

Lasis set out in Scetion 24 is not acceptable to a nunher of Irovinces B
vhage proluction and nurket has increascd £n the preceding five year period,

1

MM, Veenan and R.MLAL Loyns, Op. Cit., p. 13. ‘
dhe reacon for imports os assessed by ghe Nntﬂonal Courcil is short-
cge of special kind of bivds and Yow U.S. prices. The iuports from U.3. were
6.5, 17.9 and 55 miliion pounds Ta 1974, 1975 and 1970, respectively,

! .
Under such, arrangements the federal governmentlcan fix the quota
of ivports to historic levels. ’
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'

thouph 1t may have qnmc‘appun] to thoqc prnvinccq uh0ke production nnd

e A _ - [ e e 2

malkvt hab declinod durinb that pcriud. 3 A proposal to amend Section 24

‘

80 as Lo pvrmLt a more cquitable and aceeptable fornula for inftial quotas
CWiE suppes Lmd‘ , . e

The Conadian Boiler Council fihd]]y subuitted Lhcwf[fsl’prfpnsnl
to the N.xt\i_{m..]‘ Council late in 1973, The specifig ob_}ort:i\;'c of tim plan ®
wus to cstahlish an orderly and stub)e rwrkctyin hrai]crs by keeping the

dow stic maribet in order.  The Naetiona] Ceuntil, aftor analyziag the opinicn

of prolucers in favour of this propesal to establish 4 nacional orenev,
" , !

concludied: "in its roview of the proposal, Counedl felt that a majority of
the producors, pacticularly these in the province of Qucbec, had no. op-

t
dorend the previsions of the propo;n].“ Tae generad arcas of dicagreement
were criteria usced in eatublich 'ty the share boweon Quebee and Ontario
NG pLviicutaw principles of the poo,

The Gandd iy Brm'll-:r Covneid resubnittend lhe'pr(-;w“nnl; in 1974, 'lie
N.’:’Linnjﬂ' Croovesl beld public hearings in Mage 1974 and rodde supp fioms to
the. (kr’nndiaﬁ T’»foi'lnx Coun- i']; on a few aspoects .of the proposal. M+ Cunadloa
Ereilec Couvreil SLﬂﬂniLLQd a reviucd prhpuﬂa] and public¢ hearings were held

acrose Cansda in ¥Fall 1976 in order to ¢stablish the merits of ‘a Nationsi

viodroncy. . The pecessary groundwort for the estublishment

RN
-

L T T PR
Chlewoen Lf_ulrwv[',

has novs been cotpleted and many think the Agency will becom a reality| in

Surren YOTT

—

1 MReport of (lu,rbu deeting, Januvary 2, 1972" (Uapyblished mirutes
c¢f a mecting held by the Canadi.n Broiler Council with C.D.AL, Ottawa, 1972,
Divcvrsion at the mecting concarned the 'implemcntation of a national mar-
keting plan and the estabii hmont of a marketing agency for broiler chlcnc'\s
under thce Fanmn Iroducts May ceting Agencies Act (Bill C-176). "

ZNauoxml Forn Vroducts uarku.lnh Council, Anpual Report (Ott gua:
NFTH( 73-74), p. 14, : : T )
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‘”: T Troposed Natlonal Chicken Market ing Mlan

the Canadian Rroiler Couscil submittdd o revised plan fa Fall

1976, This pl.'\'”prnvidu\] the basis for pul)li"q hearings to establish th

Nemional Chicken Marketing Agency. The two majogr concerns of Cuncdijan
broilor producers have Leen to rationalize Intevprovineial trade and i
parts or threat of dmports from the United States. of Awerica. 3

The oh jectiver of the rivised plon were:
V. Coovdiaution and fmproveiat of the ¢rinting vrderiv varket-
i ‘ { .
“ing of chickens, i

.

: ; , : 2
2, Qrderly ninogeemeat of chicken juports,

The. essentjal cleaents of the revised plan wore:

.

1, The establichnent of o hotioga' Chicken Marketing Ancney to
CXOTCIse the necess ity autitomjty and to adeipd oter the plan,
, !

.
2. The particivating provincial be.res will underiake to rom-in i

3

- the plan for an initial [ viod of tun vears, Anoapreemong vily
booefgued by the provindia® rad federal povernments and the po
ciputing }yarc‘c before the plan come: into effoct,

3o There shall net be any 1ostrictioss over faterprovir®ial trade

. r '
Prier consert of the Agcucy and consultitions ith th reccivi

province(s) will, boever, he reguired,
[ . .

I . ; .
Contents given here are’cxtricts frow the propesal which tne
dion Brajlor Counnil cubnitted to the Negioasl Cowncil op Augusc 10, 1
for estahlishrent o the National Agoney.

2 - . - . N, . .
- his refers to Arports oglginating ontside (;'n:.d.‘,.‘,authanty
exercise controls is held by the f}q{cr::] foverrment zad {s nol undes t
proviesions of the Act (Bill C-174), } /
.

Ihis i® a combination of two rwntradictor}'%lmctionﬁf Thr-se
given as ".,"x.lfu:ncrion (3). and (5) of Sec. 3 in the- rropouscdd’lan. For de
and a critique about these and other arbipaitics of the vrenosal, see:
‘Richoer, et ai., "A Sthmission on the Proposal for a Nailoual Cuicken

29
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ruocr LHlocations to the provincgs: ‘I}

L) Any sipniticant chuange in conswner demand,
i1) The ability of any ’FOVi”AL Ly weet its alloceted produc-

tien,

.
\
V

TEEY The total markot requirements waoth nocach market area,

vy The proporti=o of Skt Jemand o predinee vhich s omet
by prada rion a0t provinee, ’
vy The e v davas iy ol production ond parketing of

\l!i. (RN
Lo oo s selate the faterpre ncial cng o cEport trade in

i

l}Al
o
coont o for espoie and iports,
T T ey el e f Gyl anthori by over dintcrnrenine it
&

e oot trade s e proci s 1 acih vty oter Sutragroviieial

~
(o

. .
oo TD o ety et v vacd o tecde cndd nond tor dnters

i - T . [ ; . AP

proviredoel om0l Thve o1 precessc oohicken in oo torn,

- ‘\ .
Forabr e ro it son revandiny hatch e, pralaciag, poro-
cenc it e e Dy e bt p i ot chii kens,

|
T peort gl morhoting Ponrns chall dine the a7 Tov i Suris-e
]
S TR A S SRS SN
,

. :
: . - . . . - .
P pre®ooal b ords Bhad bowstutain the e authority to eotabling

prguuerr prices dnoihe previces o Hows ory thes will he tegiised to
C e e e . S . v
ratetedn ooveanistic price relationships with other provipnoes and

3

te procprly dstorr tae Apeney of any price change alfooted,

The boords w111 ctfectively rogulate the placenents ooid marbetings

of dnd widudl cliicker preducers so that the total of these market-

ings dors net coceed total provincial allocations.



4
.

3. Each provincial board shall remain the sole authority to
1 .

allot and centrol introprovineial basic authorized quotas’ and

marketing quotas to prodocers,

\ .
‘ 1
b The Proposed ol fonal Agency
l )
band the Arberta Board . ?
Siuee Tgs incept fon, “the mterprovineial trade policy of the '
o . , .

ATharta Board has DeLn Lo serve g normial distributive arca regardless

D Co ", 2 . oy .
of provine .l bonundries. A study by Copeland” shews that in 1971, 14,3
Pereent of {he (hiicliens Procossed i AT arta wess cold outsi’c the pro -

vince,

The EBoard endorses Lh.. iLdr otrade practices guided by distribel
. v

Live ofid 7 ey hoaeld doteringe the o and Cnrent of the tarkbet arcy.

o boaras i ontar o and Pricich Celutdia, the proviness whiodh bav

Lroclit Tona 7 e b ey fuporiers ot often Gid net . give SUPDCYE o thie

Poll o T e e oncopt for thew ie o provinciol bovnldarive §yron-
: .

! . . . ) . e . T O
Toev el mrepraphiie oy Cooton e Countareat rons, This Tadk of unaninie
Ivfvtor covTnei g trade Folivy is ¢ of the reasons for the dotoy In

(st il e of o1t National Chiolan Aarketing Agoney,

~. . N ., P :

he Alleortn Uend wan oot in favoar of the so-called unfuir trade
Practices "iich Quehec Provivecrs adopted prior to Supply tandgement in
their cperatjone, The Alberta Doard, Gloap with others, therefore initiated

the 1ove to evtahlisy a national market.ng plan in chickens., The major
’

> eoncera was te regulate trade between previnces on an equitable basis.

Tudividuea honrds chall, however, sipn a sccurity bond to the o
Afpeney with o Hablriiy to keep pIOVlanJi producition within the allocated
. /
H : i
JUH. Coseland and M.UH, Havkins, OrILI]‘ H»x[vfjno in tho Llberta
I)I(HJ-\I C

iy faen lidastry, Ap’llnd ke'vdlth “Bulletin iy (bgpaerfnL of
Rural L(olﬁ'”, IniV(rsity of Alberta, Fall 1976), p. 16 ‘

Tiv i,

2
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After the Quebee market was regulated in _Lt)7], the excessive trade pres-

sures wvere restared to normal. The Albert:s board also resumed trade with

. ! ]
its normal distributive arcea in British Columbia,’

A1l through. the process. of establishing o national ageney,- the
, }

A berta Beard, like others, -has been an interested observer. In 1974, at

public heerrings in Winnipe,, the Alberta Board 'did not agree with the
v - _ ;
surplus remove] progreon of fnveatory contrel and the eriteria wvhich were

outlinel fn order to stare futu-e narhet exsane fon anonp tii o proviv es,

Tiie B w.'.r.J.f;ug' ested raat cach provinoe shoald be-piven e apportunity oo
. * L[] . . H

cree s demard Lowreases in it respoctive market area.

In recent yoars Jthe intent of the Uation 1 Agetey s vl bd into

an atoempt to coniral Tew cost acteal dmperes or the chreat of. inports of
’ r_ i
Gode vhichees, Boarever, o the past tuo veors, thoe Ahcreo oarket b

cEncr e Ty et e ST procrare froe VLS Divocts. The Taasd s in
‘ } ‘

s teath anngal report, stated: "Uniileid=Aames 01970, Alberts goowdr!

proivy pricos proceg we did ave oodeyree of dsdlation from o the rest o
il
voe

Caraga.,

st el Conadas In 149700 3 nilYien novncs of chichons producod in other

provinces weore sold in the Alberta market. After August 976, the board
! » N ‘ I ‘ . c N
bod te rednes grower poing prices by 1.5 conts per pbu}x'i liveweight
[ ~

to stav competitive with the rest
|

ot the Conadian norket.,

i

[y

it

The Provinee of B

sh Columbia, like others, impused import
festraines in 1970-71.° ’

Alberta Broiler Crover's Marketing Board, Tenth Annual Report
(Dduenton: ABCMBE, Noveaber 19.6), v. 11, )

Hovvvery the Alberta narket ds not conplecedy fscolated (pom the



l’ I
°®

' ‘The degrec of isolation available to the Alberta market from
. . , .

comictition of firms in Eastern Canada is mainly due to discriminatory
f}eiyhgrfatosﬂ_Acchdihg to the National Tramsportation Act of 1967, the
freight rates are higher on incoming than 0utg0i1?.ﬁ%0cessed goods from.

. ) N . 'p . ’ . .

Alberta, This provides a natural: proti:ction to the local indﬁsqry. At the

. o Co : O .

same time, an adequite, assured and timely supply of the right qu.litv and
SN . . . 1 . . .1 §
( Kind of chiickens provided by Alberta growers to processors is another

reason which discourages locdal traders frowm buving outside the prevince,
¢ S .

In Novesrbor 19775, 4t a0 meeting with the 'Ginadian Broiler Council
. . , \
Cheld in Edwomton, the ALLtrlu Board withdrew its support of the national

marectiog proposal. At the public hearings-held by the Natdoenal Ceuncil in

Loy
A t

| Edrmentin ayemr Ioter, the Siborta Breiler Grower's Association prescentaed
- ' i ’ . roe :

o brlot oppesing 1l v oprencsed veto powers of Certral Cona¥iaa producers,

e | .

v . . . L N [ N . . .
the cost @ mreduction pricing forsala, and the bascs) to be usca (or Dituroe

marhet ailecaticons anong the provinue,, In these hearings acvoss Canada,

Alberts vas the onldy provin e which did ndét endorse the proposal.
) \ . e . | ! -

[
¢

.
= |

JThe Alberia Poard has contipvously. been tryviag to preserve the,

follewing bosic charncteristics in the preposed natitnal .chicken narlet-

. i
iy, plan: 2
Iy i : . -

1. duitial and futurg quota allqestions based on the market area
. concept. ' o : e

i T o - ) m’
2. A simply organized national agency which is responsive to lo -

market conditions.

I
l

v

3L A provincial pricing structure nct tied to the cost of production
N . ; i e _ ' i .
formula. .
* . : ‘ v : - |

For detajls¢on this aspect sce: Kenneth H, No:fié, "Western Econo-
mic Alienation-- An Overview" (Unpublished paper, Departmant of Economics,
University of Alberta, 1976), pp. 12-17. ‘ : - |

.
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¢

‘ . . - ﬂ . .
Upon conclusion of the public hearings across Canada, a meeting i

-

of tho;anadiAn Broiler Council and the National Council was held. The

) . S~ X I
conclusions of this meeting apparently opposed- the characteristics de-
.sired .by the Alberta Buard. Keeping in mind the problems and opportuni- -
Lizs ‘of the Alberta growers, this decision was' not aeceptable to the
.' il ‘ N

)

Board. 1The growersywere informed of these developiments., T
; ] , ‘ .

The ¢lause that established tive market arba concept was
removed for legal ‘reasons, Thb‘NntjonhL Council-wants a
pricifg nochanish tied to a formula. ihere will also be
Sa Comman quota system within two yeors of aperatior apd
a fw other things to give oJded strength to the Ageney., i

_ [N S, . . - R
:The Alberta broiler producers have a, unique approach to supply

m.nagerent programs such as production ecvele, pricing systom, product ]
X . N . : . ‘ . . . .
quality v 1 guota policies. Thcir market conditions an? provincial peo-
Tt . : . _

eraply wre also smighe in Canada. The Albcrta market s growing bocause.lof
. ’ ) ' M ] N s o .
Tiw wnenplovime st rvatos and Lacreasing population. The annuel rate of popu-

i - i
-

Clation dvcrtase in Albesta %incrﬁl961‘hns been 2.5 percent as compaved to
. - ' L4 . N
1.8 pereent in Canada. The criteria for assessing advantages and disadvan-

ftages of Joining or staving out of the nationnal marketing plan are thus .
! - ) . . . .
. ) J
different for Alberta broiler growers.
\ - One part of the mailed questionnaire (Appendix A) was aimed at
: o - T ! :
i .

J : . P

getting Alberth broiler growers' opi.ion about the ptoposed, National. ¢hicken:

Marke Ling Agencv. The opinions of the 49.2 percert (2 grovers) who respon- !
ded are gi&en<jn Table 4.1, . .

| : [ : ' - ,
As shown in thc table, 36 percent' of the producers were not in

. . . 3
i : - _ q
favour of the National Agzency. About 10 perceént had placed their confidence
. ) -

——

‘

Alberta Preiler Growers' Marketing Bourd, Newsletter  (Edmonton:

CABGMB, Docember 28, 1976). o ‘ | _ ‘

\\ - | . : ‘ o ; ‘ ‘ :i
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s indicatéd that they

LI

in the Board. Forty-four percent of the produce

_were undecided., Only 11 perean.df:the~grOWers supported the proposed - - -

! . . o
~national chicken marketing plan. .
L . '
A majority of the growers who were'undecided indicated a need
Y . . : : Ca .
for more fuformation in order to decide for or against -the National Agency.
g -~ - . ' ) .‘ ‘- . ’ .o .
The Bouard is gojng to arrange regional, peetings .with growers in April,

oo | {

1977 to crquaint them with the pros and cons of the Natignal Agency in

. . ‘ .
vegard to the Alberta broajer industry.
. . i
. ‘ |
' o : ‘ Table 4.1 '
) . L . h . . --
Alberta Broider Growers' Obinions .
] : Lbout tie National Agency '
.4 . . < ., S
[ ‘ ~ .‘ ST
, A - Nunber of Percent of
‘arciculars, o ] L Respondents | Respondent s -
4_.,——~_,,__-. ST ‘-, e L . - - b e e e Y
In Lavonr of the Apencv F ‘ o 17 KN 11.3 .
oo R . . - . oL .
Natoin gevour of the Apency / ‘ 22 - 35.5
Not yot dieided, , ; 27 T 43.5
Will accept whatever Baard decidls 6 . 9.7
TOTAL o I - 62 - 100.0
R S " S
[} : 7 »
3 ) “ t
. o
~ i



. . . CHAPTER V N o

1 .
! o
- MEASURES - OF - CONGENTRATION- AND MARKET POWER- e !
i . : ‘ . o ’ ’ ~
This chapter is devoted to an overview of the various mcasures of

‘market concentration and menopoly power. A disdussion about these mabsures
Co . - : i :

is presented in relation to their applicatjon to structuril change in the

. ) : ‘ ' . T )

Alberta broiler industry. Data availability and the suitability of the

selectedacasures are the wain considérvatioas whoep making selection for

, . - .v Iv - . ‘ ‘ ‘

actual application. - . . : o
Thire arc tvo vajor catognricad of measares-- jindexes ,of market

!
.

« * N . . N ‘
concentration and hideses of monopaly powor. However,
! . ' ! - .
‘ : . i . '
spurpos bocause anarket coneentretion is related to narkel pover. He e

they serve the sowe

WT
!

k@ concontration is one of the reny factors which cont ihute . torard
i N N ] " ) N
poery The nain Jditferyree in bothh the measuarement rocois e that,
* . . ' . . P
: /

Ceocf wanepety ponor attenpl te quani iy the acvtusl menepoly povie:

eyordicod v o iodiviiual firms in aogiven mascket.. The conecentrosi 7dn indexoes,

. . .
i

13

oa the cthivr higd, seek 1o measure the potential for market ™

powcr . cvidenc
/ .

in the aarvot as a waole,
’ . - ‘ ’ ’ ' B )4 N .
4 g ‘ . ., - N . g TP .-
P oThe commenty usod indexes of monopolv power and market coneontra-
SN o

i

tion are divcussed helow, o ) o . i
N ] ' !
LB BN : . ]
i ' ' laf M o 1 ‘ : oy
. Indexcs 'of Monopely. Mower ' . L
: _ ' . > |
Toe TLoomer Indes ] . ‘

. ' P C
piven U7 the forumla M= TF T s wvhere P orepresents

2

- price per unit of. output qnd‘HC represents marginal cost pér unit of

The index is
~

]

o . : , R . ‘ A
- I ‘ ' . ‘ o
: . For dotails on various monopoly measurcs refer to: James V. Koch,
IﬁﬂﬁiE[i”l_Qfﬁﬁﬂiiilgﬂij?ﬁimgliﬂ?i (Englewood Cliffs, N.J.: Prentice-llall
Toc., 1974), pp. 51-h0; and Eugene M. Singer,.Antitrust Econemics (Engle-
wood Cliffs, N.J.: Prentice-Hall Inc., 1968), pp: 63-72, =

o 37
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o e . ' ‘ . )
O(Trp{xt. This index %weasures the .departuresof price from the marginal

1

_Wcos((zissqciqtpd with monopoly. Price theory says that a firm in a purely .

'
-y 1

Ccompet ftive market siructure has/ price cqual to marginal cost. This makes

M cqual to zevo. The value of the Lerner Index is thus directly associated
' . . ‘ / S

with the degree of moropoly power a firm holds, |

This index also defines monopoly power in terms of slopc of the

'
!
'

detind curve, This fs bocanse when the objective function of the firm is-

Lo marinise profits and an equitibrium condition helds, the Lerner Index

s cquat to the invirse of the price elasticity of domand.
S . s

I"he- ay proach has limitations of data availability. Most f the
. N 1

y i/ li

\

avaitadle cont accounting data do not provide ‘,-t'imnt(:.‘i' of the nagingl

costy Marginel cost is alvo biased under che - influeice QT the objective
) : . i ) ’ - .
furction of the fire wnder consideration. Accourding o 3cherer™, if tle
) ! | . v

objvetive function of the firm is something other than to maximisce profits,

rarpeis b cortn Incerred will be higher than tney would have bepn under the

sper of conpotisicon, .
: ‘ S / ,
The Boia Indeax | I :

. : ! o
Bain jropesed profit rates as a measure of ronopols pover. lie
propes ! poly p
'Sugrests that divergence between wrice and average cost rather than price
. . s N 1
and mrrgiral cost as propoced by Lerncy”, should be considered as an in-
‘ . o \‘ : ) -l
dicitor o meropsly pover. He Sustifice his index .on- the groundg that it
i's pogsind: te yiew the div(‘F:ﬂom'e betvien price and averape c'uil' as

evicence, cnca proba¥81 ity bavis, of the existence-of a discrdpanes between

— . )

]

Ci'_.;' p. 50. .

F.M. Scherer, Op. |

A:P. Lerner, ""The Concept of Moncpoly apd the Measurcment of
“Fonopoly Power," Review of Feonomic Stodies, Val. 1 (1924), pp. 157175,
i . 4
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. . s o

P ) ) B
price and marginal cost. He cmphasises that profits, however, are not
g - ! ; . . . . N - - - . . . ; - SR . \,
- a sure condition of monopoly, although they are, f persistent, a prob--
) . e . ] ' " ‘ . ’
able indication. ! . . . ) . )
v . . .
According to economic theory., when the firm's average cost curve
ool ' : ' . A y '
1s tanpent to its demend curve at a given level of output, the firm carns
by \ ] put,

no execess-profits, Ae shown in Figure 5.1 ‘ot output level 09, when per

/
. . o . . . . .
unit average cost s AC' and price' OP' | a price-marginal cost discrepancy
o : ~. 1

'

exists altheaph price and averape c¢ost are cqual. Price remaining the saw-,

B . . " l N
: ) ’ . ' -, ! '
reduction in average cost to, AC, lcads to cuecoss pro’its (shown'by fhe

\

ro L - ,
shaded arva in the {iaure). These ercess profits arc the resclt of mono--

poly pov-r andfor dmpirfections: in the market, '/ )
) . . _ ) e
CTHC index fs operational ja nalure but faces the problem of inade-

N

quacy of vequirea type of dita. It has application only if lovg run Cyuie

. -

o . . - - N . * . . . B - . . " o - ,/ . .
Vibt'ian conditions hold bécauce in discquilibrium even a-purely comnp Litive

v

. C C iy , s : I o
firm Pt earntpositive profits. The variability of yeported prefits ovar

short mm fluctuations and the diversity of accouating procedures to .

N ! E , . J

account for lIopreciacion-and loss wriceoffs  can also create ankiguitics,

- ’ /
The Rothehild Indd

Tais index mrasures the degree of monopely by thking the ratio

'
'

- of the slope of ‘the Thin's domand curve to the slepe of the industiry's, de- -

/, h '

‘mand curve. Both these curves are represented by Fr' oand I1°' respective 1y
! g I A > I L

/ : : : ,
cas shown Lis Figure 5.2, Tn pure competitionr a firm's Jdemand curve is hori-

. : B ' S S : .
«a - . . R 7 o
zontal with nore slop.. The incex will, therefore, be .zery. In pure mono-

poly enly ene firm czists; the firm and thé industry are thus identical.

J.S. Bain, "The Profit Rutcs as a Heasure of Monopely Powver,"
Quarteriy, Journ:l of Iccnomics, Vol. 55 (Fcbtuuryf1941), p. 273.

I !

1 '



0,7t

Frice

£ost Per Uni* of Cutput §

»

Figure 5.1

Graphic Presentation of

The Bpin Index

T~

NS
/
1.

. .\\I

€

Price Per unit ¢

-

[Sast
>

Fiqure 5.2

~ Graphic Presentation of
- The Rothchild Index

sy

ME
L 2 ! —_ ~—r- . ’ - 5 I8
. « qQ . 0 ©q
< Units of Dutput! , URite, of Outirul
N ” C :
‘ Fiaure 5.3 ‘ ‘
o Mypothetioad terers furee Showing et -
. (Cricentreficn 1. Pricury Srovier Production .
‘ P i N - ‘
3 [ '
o v -
‘. — =
- v
>
N v he
e .
SO . <
'U » i
© .
po }
-
L] U ~ Ay
e b
1y = EYR
. (48] ,
R
R :
[
"~
-~— [ <]
| . [Talh o
B &) ’
£
) . ,
i} D -
< R
e
[ @) -
‘ 4 s
[ =4 W 2
PR TRt °
Y ;
e, i
Qo
& -/ N
L - 1 i L R

25

-

Percent of Brotiler-Chicken Prnthprs



'
. s
|

The index value is equal to hnity. It is between pure competitidh -and
1 » .
. ' j
! . . ; .
pure monopoly that there exists various degrees of monopoly. With refer-

ence to Figure 5.2, the Rothchild Index equals:

/
. : : : RS
$lope_of the firm's demand cumve _ slope of FF' _ KK _ IS
slope of the industry's demand cwive — slope of IL' 7 RT — MT .

, . RK . |
This index alyo suffers from data limitativas. The index is bascd

'

on derund considerations for, the product but ignores imporiant sources of
. 1 ' '

monapoly power such as eupplv and cost conditions. According to Singer,

. U . . . : . - .
where ehe denand carve of the firm hae shiftoed during the period ol tiae
o - ,, -
comsidered, an econometric problem ariscs in "identifying the demand curve.
. . .
. ; :

He frgues that ghtépructicn]i(E‘of using slopes of aiffeient types of de-

mind curves for: the empirical ecaleation of the deprce of nuonopoly -is
; ¢ LR i ey ,

]
i

e tional.le, Eeeanse of these TUodtations, erpirical studies regarding
monepely power ofter rely on this iades.

- There arc other meatures of moncpoly pover such as advertisirg

‘ - S \ . . ,
intensity and the Pupandresu Tndex, also nown as cross elasticity of mar—

Cket derand betwoeen Qirng. None of the zhove discussed nonopoely MCASUTreSs .
. : ) . . , ) ) ¢ . °
are applied in the present study. Thie i because of nonavailability of the
. . R I .
roquired type of G2 and the neasurement necds of the present study.
L}

Indexcs of Market Concentration ‘
: §

: . R I o,
The dieperslon of firm size and fewness of firms in a ‘yiven mar-

. ‘ ) ‘ . : 2
ket affceti the conduct and performance of firms in the market.” A perfect

* -
—————

Augone'M. Singer, Op. Cit., p. 70.

2 James V. Koch, Op. Cit., p. lan.

* . '
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<>

!

concentrution index which can incorporate both influences has not yet been
\ v}, a

developed. Data limitations often posc’alrus{rnint on tﬁc use Of these
'mensuro§. A choice nmoﬁn fhv available concentration indexes is thus made,
dopﬁndfﬁf upan the measurement needs and data availabilitv,

WO types.of concentration indoxes nr0~fr¢quvnt]y employed to

measure mar ket coveentration In asgiven markoet, Thesc measures are classi-
. _ : ' -
fied as partial and summary indexes. Partial indexes analyse only a port-

von of the firnn, whercas summapy indexes involve all of the [irms,

A Your Firm Concentration Rutio, 4 partial index and the Lorenz
Curve, the Givi Coefficient, and the Herfindalil Index arc summary indexes

commonly waed as measures of market concentration and impliod market power,
¥ S ' ’ ‘
Jhe mavbet share of 411 the firns in the four selected segments and the
three tirme intervald considered in the study are availab™ to facilitate
. \ o
1 the cpplication of these tedhriques, ¢ ' .‘ &
) o )

Morket efze is penerally measur-d in units such os salces, assats,
; , . ‘

emplovaent ard ver value added. In the prosent casc, the purchase and
X . | - T . . -
sales data about chicks, feed arnd broiler chickens and basie auvt d
: ¢ '

! . Y T ‘ ' . -
quota vith fadividual growers have been used to estimate percent mafket
shure of Indi-ilual firus in diff{crent segments of the industry. The Lererz

. N ) Iy

Curve and the (ini Codfficient have been appliced bnly to thc’primnry

production seguent. The application of these measures in other segments

. i . . Lo ’ , o
vhere fivmg ere few in number 'is not conskdered of uny special,use. Th»

t

o Lyt . : e : .
Herfindeh? Index is concidered a relatively better choice under such market
2 P ," {\ N B ’ -

coinditions. : : r . . ‘
. ] ) s

e e . c /

v For detcoils on available concentration measures and their strengths
and weakness refer ‘to: Eugone M. Singer, Op. Cit., pp. 136-155 and V. Koch,
Op. Lit., pp. 145-152. . ‘ ' o Sl

1
L3
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Your Firm Concentration Ratio
!

, o i )
A Four Firm Concentration Ratle is the market share attributed

[}
to the top four firms, It is the most [requently uscd pariial index .

because of tts casy application. The concentration ratio can be extended

3

. { . L .
up to the top 8 firms, 12 firng and so forth, The' propoheats of partial
o i | . i M

Indexes consider them seprrior measurcs of narket concchtration, This

t . . s
- is because concoatration ratios are relarted to the theoyy of oligopoly. .
¢ ’ 4 . Co ‘ )
. ] i . . N :
According to Advimun,” fewpess s an esdontial bnrt ot LHO‘P!OHO" :
. : W' | . .
S N N
mic theory and swuds of conpatition ad monopoly, He arfmnq [h.ll. an nrdl-
. M

navy percentage nwasure.is superior fun bﬁﬁdlcs of bu,i‘c s cohcuntration,

i

Eccause concentraticn ratins arpe purtial IMﬂSlqu they do not

-

indicite the complete 5o distributian of ‘the firm in 1 given market, Thc
. P !
relative marker share of individas ] firas waich copri: d Lho concenfrat fon

. "
: ' i

ratio I8 also net veovn:
-

©OThe Torens Curyvo

S e Y

The Lorees Curve as a measure of Inequality ¢f éc'lnti,vr‘ consengria~
. . s 3 )
tion takes into oceotat the total mumdor of Jires in an 'induslry'. Roth
o T ;
axes nf the curve are expressed in percentage terms. Thé percent of firms
cumulated Tror the srollest sized Jivm o2 shown on tho}horizuntal

. o4
axis and rhe percent of the ¢vonomic varisble und-r Stuév is on the verti-
[

.

. -~ 4
G2 ¢ M SN

The Lorenz Curve of wn industry with firms of J*Dtu.a] size will .

' '.'
Lorenz Curve tracrs its path helow tne diagonal line of perfect equallt
“

™

pass through the diagonal line 0P,  as shown in Figu .3. When the

e e e e ° > 2
1 M.A. Adedmin, "le{cr(ntlnl Rakes and Changes in CuncentrarLOn
Review of Econorics and Statistics, Vol. 41 (February 1959) p.‘68. : Ii
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" ‘ i ' (.
Tt indicates the presence of incquality. In hypothetical Fipure 5.3, the

shadcd arca shows the extont ol marlet concent. lion and inquality in

.

Plrm i dustribetion of broflor producers,

. ° ’v M
T >~ . ;o . : :
The Lavens Corve has Tindiaiion:. as o measure of harket concentra-
. - ] . " '
tior, Aacording to Singer, the divect retat fonship between the pouber of
'" L".'\ , » .
Pirmeond o position of the Torens Curve has been advanced as oa reason
. P N . . . "
tor fnvadidatiog iy ven Loy peeaea ing, business r_m.r:-né( raricn,
. Y
e (0 T '
Ciud Coctficiedt i 0 meavure of Cinper ion boded on the
[ ) ‘Asv '
IEYFRISTIANG cL e Ui o b oTent fore il LvpotHeticsl Lorenr Carve in
O . : . i
Plpture s 3 vil ]l bhe == (0 1+ Ny, e JUrepresaonte the aren of  copmoenteat ion
. .- ~ B - . | ’ .
- , 0
i e s aed e e Teptereat the arca o nencoacentra ion. T When
i . ; . ¢ . N | T . .
e D e ter e e ol Pl the Lorons Gaive ¢fdn ices with the
, .
- . , .

GO L Tan ared the v Toe b (s Cioy i Cocetficicnd 7;:“,'/:\:173. an thie other
o B T s e TR D he e Styv, the Cind Coefficient i counl

ol rove sl et al e b iy, .

\ B > ‘ -
. ’ N ) o "o ; .
v Pl Civ ] Coctrecioet v oot csure of the Loronz Curve cuffore from

3 ,
L vt ons of b datter. In cortiain o sitaet fons Gt ocan derive para- -

doxto U ineeoyser e Cind Coctticiont for ducrolict or triypolist Tirmg
withoom cquad ianet chdre e cquial Lo moro bul one coula hard!we conelude
R v LIS
. . N
fﬁ(l Pt vorcnat s ooy i absent ander such oorket arcditiona.,
L4 & . \ B
Thesho oo of the Lowrcur Quree and e value of the. Cinil.Cocfficient’
L4 . ‘ .

i

-

bweone Mo Siager, Cp. Cir., I

: : i
" AN
‘.

piven Fipure, €+ N comprise the Swer part of the triangle

shovn a0t Arca 0 thin (rignele _ 100 = 100

[SH




are sensitive to errors in defining the nunber ot fitns in the indistry,
' . y .
In the present study, application of the Lorenz Curve and ¥he Cing Coof-
ficient was nade on the primary production sepgment in order to estimate
changes in niarket coneentration and incquality in firm «ize distribution
as aoresult of the market regiatations. The number of altl the producers

and theiv market shares were available to Facilitate application of these

W es with o n::‘nimx}p amp mt of bias: Hovover, dctual application has
3 )

showva that the Herfindah Indes, a vumnary measure like (he Gini*Coeflfijce-

-
tent, has provided relotivesly consdotant cobinates,

Trec e *jf-'11_ ?_"fl‘.] Fade s

I I

\
; \

The hor iy dab 1l Judos is the squarcd suw o the relative markot

fhore  of iadivilanl Tiras. This is piven by e formula:

1]

1

- IS

. . : . . th .
Waere Sporopresents the marset share if i firn and N reprecsants the

v . ‘ & :
T T toral Uy ef firme. Simllar to a Cini Coufficient, the value of el
\ ! .
H=Inleo vor s b tween 0 and ] y but without the serious f1aue of the '_,a‘ :
fori w.” The il-Index is scensitive to the fewness and ine gquhlity of the
1 .

fivie, This qualit, males it an acceptible measure of Lusinesa conceatra-
‘ r
tion, The valoe o7 the H-Tndex doelines with an facreasce in the number of
. - " . ’ . . . . . N ’ . b . '.ﬂ
five. and rices witl tacreds:ing dnequality inthe sive of the firms. There-

foro, the technique has siniloaricico s Wi other dimportant and useful mca-
o

1

For empirical evidince on relative strengths of the H-Index in
CompArison Lo cemmeniy used partial pe cnres sce: Almarina Phillip, "A

Critique of Unpirical Studics ol Relations Between Market Struct nd
. Profitabidiov," ‘v!_(j_g:n‘.x_]__L»f__j_r_:rgi_u_'%_g‘r_i_n}__I’_L'_(j_(\'l.’“_‘ y Vol. 24, No. 4 (. r& 1976),
pp. 241-24Y A ' T ’
’ 3 g ' '
4 .
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sures of monopoly such as the Lerner Index, the Bain Index, and the

. . .-
Rothehild Index. The H-Index thus has the capabilitics of serving as

a chuposite measure,
Simildr to the other static measurts of market concentration dis-

-~

‘ : o o 1,
cusscd albove, the H-Index has limitations in its approach.” CGrossack has
proposcd an integrated approach which considers both static and dynamic

aspects of market concentration. This technique mainly i tven the lipear
regression of thie torminal ycar'mnrkgt chares of o11 the firps in the in-

- .

. . ' . AP C2
cductry vith their shares in the nitial vear.” Thisapmroach has relevance
‘ , .
to the foed manaifacturine scegnent of the broyiler industry bhecause of its

v

\ : . :

competitive and denanic rorket behavior. 1his type of analysis, hovever,
' . - ;o §

has not been made due to 1atk o adeduate data,

v

Cor tivive Patipe Inde .

\

Varicos measurcs of concentration con-iderod in this ctudy de not
; . i

Hn’]r\u vichue Sfudee wente and conduet of the perticipants in a given Barkoet -
i

hace, To overcone the 1imitations of these static weasures, U kins his
. b}

sucpested a cupplemertary device termed a Competitive Rating Indes. The

N L

. »
approach basi :ally derives its support from the concept of workable or
‘ ) \ }
cffe~tive competition develaped by Clark and later expunded by Sosnick

1ona, Adelnan, "Comment oo the 'H' Concentratior Measure as a ot
surters booivalent, ' Ggview of Economics anii Stotistics, Vol., 49, No, 1
‘ it el P ul L U el P v
Y(Febracay 1963), pr. N-101. L ' . ’
' C ' ‘..
v . .

|
i

. _ .
2,an deteils on the methocolopy used in this approach sce: Irvine J‘~~
. Gresdoch, "loward An ategration of Static and Dyvnari-c Measures-of - ‘
cview of Feonomicy and statisties, Vol. 47, No.

=

Frdustry Conventration,” Feview cono
3 (Auruat 1905, pp. 301=-308. ' . .

, For details on deminsions and procedures to develop this technique
sre: MUH. Eawvkins, "Aguregating Compctitive Behavior in' the Food Industry,"
Canadian Joyrnal of Arvicultural Economics, Vol. 1lv, No. 2 (June 1968), "‘f s

pp. 13-19, ‘ o

.. - Al
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, . . r .
and M!nrklmm.l The outcome of -the application of this technique thus

. o ~ . . o .
compensates in realism what it loses in precision. The Competitive Rat-
l ) ,‘ . :
iny Index is a composite index which can be developed by incorpotrating

subjoective factors, procurement and pricing factors, extent of vertical
integration, mariet. share :md! other such factors relevant to the industry
aunder study, . -,

2 S ‘ 3 : . .
Parlby, et ol.,” when critiquing Mallen's report” op the Cenadian

“ ' - .
cretail Tood indodiry, comaended the uwsefulness of this rethod. Atcording
to, thre authors, use of thi. rethod, which has more Interpretive and pre-

.w;.] dictive povers, is likelv to provide more realistic results about narket

ml'-( ntration than wvould b obtained il a concentration ratio were uvsed.
[

N . : . ) v N ‘

However, qualicy }uf the resalts using this technicue wifll depend upon the

ecxtent ol the wteor's toaining, scid1 and pdreeptions, This technique, has
. - ’ :

noet hooc gaplied in the present study wainly becavie of tige and rescurce

Tinitacions,

| .
1 J.HM. Clark, Competition as a Dvnamic Proc~ss (Washington, MC.:
The PBrookings Instituvte, 19€1)7 Stephen li. Sosnick, '"lToward aPConcrute
Concopt of Eficctive Comnetition," Awerican Journal of Agricultural Econo-
mics, Vol. 50, No. 4 (No» mber 1963), pp. 827-853; J.W. Marknam, "An

Altervative Approach to the Concept of Workable Competition," American
v Heenon o Review, Vol. 40, No. 3 (June 1950), pp. 349-361.

|

) 2 \ L i i )
-~ G. Purlby, ct al., "Critical Review of tile Mallen Report,” .
Canadian Journal of Agricultural Economics, Vo’f.cfls, No. 3:(7976), p. 45.

Bruce Mo’ len. A Preliminary Taper on the Lovels, Causes and

! . . . . h n : P T T
Effecte of Toenomic Concentrat on in the Caradiar Retaill rood Trade (A
Study of sSupermarket Market Power, Commissivned by the Tood Yrice Reivew
Eoard. Montrenl::Concoridia University, Faculty of Comme.ce and, Adminis- -

tration, 1976).

.



CHAPTER VI . .

- '

RESULTS AND DISCUSSION OF STRUCTURAL ,
CHANCES IN'THE INDUSTRY . ' a

t
.Background

; . .

The Alberta Broiler Growers' Markcting Board has the lepal autho= ~

“rity to control producers' marketings and the minimun prices paid to -them
: . T

| . ,
, : . e J o : y ]
by processors, 1t éliminates - direct competition between producery. The
nature of competition and pricing behaviour in the broilert industry is®
Sthus influeaccd by the operations and policies .of the Lodrd. Study of the
] . : ) :
structure ardrcenduct of the market will reveal the extent and nature of
changes uadergone in the broilere induatry.
| . . 1 '
In 1970, Hurnanen, ct al.,” analyzed concentration and vertical

. : _ ! .
fnte, rotion ih the Albarta broiler industry, According to the study, one

”

vertically dinteprated firm possessed a high degree: of market sharg at
. ; ‘ ; ,

Ve i ) ' C, ' : .
diffoic O stages of «ihe production process. Apparently the broiler indus-
°’ o, vy . o, . . .
try was-in a Lilatceral monopoly situation held by the Board and that in-

teprated fire. The study indica;gx that the practices and poliéics of i
: . ! f . , .

. ' . |
these -two forces would determine the pature and direction of chance in the

1

4

industry. The main. purpose of "the preseat study is to dnalyse these intra

industry relationships, The comparativé-static analysis that {is developed
. »» . . !
will provide a quaititative base to evaluate soné of the polities ofi thé

Board - and their rtlaLiﬂn.hiQ to industry.

| . Markct structure represents those characteristics of the organiza-
. . - , e

'

: .0 . . : ) - o
tion.ol a market which seem to influence strategically theé nature of compe-
- o
\ ‘ . -

|
———————

) lzR.R.,Hurnuden, et al., Op. Cit. : j
t

48 . !
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. - A ; D R : . ‘
tition and pricing within the; market.” The. following are, tht common

components of market structure which can be attributed’|to the Alberta

i
v

broiler industry:

. ’ . B . N . . . .
J. Market concentration--ngmber and size distributioi of buyers

A iand scllers. " s o .
: . | - ' 4 |
2. Integration—-vertical and horizontal. '

3. Legal and other institutional constrainty. in the industry,
y : . : 1
. . ! | .

'

4, Conditicus of entry nd exit of ‘the firms,

5. T'roduct differertiation,
, 0. Crowth rate of markét demand. . j : '
7. Price elasticity of market demand. , ' ‘ '

Co : 1

The elemencs ol market structure referred to abdve ¢re interde-

. e - K L : -
v pendentt Aschange in one affects the other. Market structure influcnces

.

terke! condtuce which, i1 turn, determines .market :peidformanvce. The Tlow

“of this causatrion ran also be backwards., The variables of market wtruc-

'ture considordd in the present study are discussed below.

¥ .~ - .
i

) T .
' . PN

‘ .
Market Conceutration and ntegration L . J

N

Market conceptration represents the number and size distribution
o R : :

. : , : Lo [ o
of firms in an industmy. It is the best knou# and most often used indicp-
. _ 2 .
, .

' . ) . . ’
tor o market structure. The level of congentration provides a useful,

] . !

parailel with, and portial substhitute for, the theoretical categories of

nonopoly, oligopoly,; monopclistic competition,and pure competition.”
. B t K . .

- . ' |

l'Joe. S. 'Bain, Op. Cit., p. 7. - ’
2 L o ‘
. Richard Caves, Op. Cit., p. 15. i

3 !
'



~growth, acquisitions, ‘and contract arranfements,  ~

o . o
/ .50
Here the term integration represents both vertical and horizon-

. g, ‘ A

: . v , o -
tal coordination of business decisions in the broiler industry. A verti-

cally integrated firm can. achieve horizontal cxpansion at different stages ]
’ . ) b

{
!

of the production process. This expansion can be achieved through internal

Thc\hpriféntal intogrétion achicvodvbf Alﬁorta broflor producers..
. ' ‘ ‘ . ' .
through establishmcnr'of.the,Board has structural and behaviora]“implica—_"
tions in Lﬁq induﬂtry. Tnitially qhé corporate firms con;idcrod ;ho‘mono—
ﬁoly bowoééiof Lhe'Berd a rhrogi ﬂo th?r exiétgncc and grow(h. A ;eviaw
of the.rutﬁlintpry acts undertaken by'tﬁé cnfporutc firms to‘undcrﬁlnc

' ’ ! : . .

v L . ) :
the ronopoly powers of the -Roard is given belaw,

. . / : i . .
‘Une of the objectives of the Board was to preveni the corpdrate

takecover of indeperidunt broiler producers. As stated in the tenth annual
i C ‘ . - ’ g
report oo the Board: "One of the ebjectives ko establish “he Booard was

: e . o : I N .“ "‘ ' . . ’ : - .
“tu opjose she vertical intepration in broiler production. It was noped:
- . : N ! .

‘&
that the proposed board wonld revert) the trend before independent. grovers
: oo . . \ . ! K

r
!

. “ ' .
- C el L 2¢ L .
were climinated from the industry."® In actual practice, however, vertical

inteyration was fostered in the iniiial ‘stages of tho,Board's,operation.

. { - '
The vertically integrated firms initiated moves for horizontal

’
.

expansion in order to increasc markgt shares and controls ai different

R . .
: 1 For details on these aspects see: J.T. Hill, "Vertical Integra-
tion and the Poultry Meat -Industry," Canadian Farm Fconomics, Vel. 1, No.
7 (August 1966), ppi. 8-12; -Roy R. Hurnanen, 'Vertical Integration and Con- .
centration in the Alberta Broiler Industry,” (Unpublished M.Sc. Thesis,
Department ‘of Rural Economy, University of Albebta, Edmontén, 1970),

pp. 27-31. ¢ ) o : : : ‘

A4 }

2 Alberta Broiler, Growers' Marketing Board (1976), Op. Cit., p. 12.

3‘For a complete accobnt sée: R.R. Hurnanen, et al.y Op. Cit.

v
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s{ages of the productifn'proccss. They a(qnlred a few independent broxler

farms and made merper deals to reduce or clihjnato competition. Im this

. . , ]
rb[lxd the attivities of leydale, a ‘cooperative f]rm (Iirm A)

and

tafiada Packers Ltd., a corporatc film (firn C) are of spucial mention,

“Asoa result of mergors and L..vnv«rs th@ rocessing and hatching opera-
‘ p ;

i I
v

. . i ; . :
dominint shars halder with 79 percent and 81 percent of hatching and

tions were reduced to a dquo]ist narkét situacion. Firm A biéecame the
v e L .

proce,binﬂ’fuvl]ftfos, rcspuchvuly, The seepmd larpest Iers/wvxc [irm U
. ¥y
with a 19 perdont share of hotching and firm ¢ vith 16 pLILOnt of the
t

- Hl

pProcessing faciiivies . The (OmPOb]LC market shurcs in diffcrnnt segwntls
, .
of the oty are prgsented in Table 6,1,
i . .
. _ . - f ‘
- Table 6.1 |
Conpogite Market Shares for the Broilor Industry in Alberta, 1968
] .
T T T T __Sharc of Toral Outhur T
. o Feed ,

Firm . . lNat cheries Production Manufacturing Precessing
T R Dy sl B '
A=Y o A % L7 - 81

Do o ) - ' O 40 -

C , - A 15 16

Eo A o 10 , - - 8 .3

_ ' S . : : -

3 Indepeudent oo - v

Hatcheries 11 - : -, - -
94 Independent T
Producers ' - 56! - -
S . .
4 Independent - =
: .
I'ced Co's, - - - : 37 -
TOTAL o 100 100 100 ‘ " 100

L

Source: Royuh.-Huxnan(n "Vertical Int(graLLon and (onccntratloq in the
‘Alberta Broiler Industry" (Unpublished M.5c. Thesis, Department

of Rural Ceenany Unxvcrsal" of Albcrta Ldmonton, 1970),

)
H !

p.41.
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In primary production the market share of firm A was 13.3/pgr;

!
\

i .
cent in 1967. After acquisition of three independent farhs and a merger

4 ! "
activity with firm B in 1968, firm A's share increascd to 44.2 percent.
“ﬂhe'Bonfd'was primarily concerned about the takeovey of "the independent ;
. . o ‘ ; ' .
farms by the integrated firm. Quotas with the integrated firms were there-

'

v

fore frozen. In-order to maintain and improve the market shave of inde=-

. . . : ’ | '. )
pendent producers, a new quota pnlicy was ‘formulated (Appcndgx C-1).
JThrough persuasion a commitment was also received from firm A to disposc of

179,000 square fret of independent growers' quota acquired after the C
Y' - N .

: ‘ Lo ] ) N . - .
formation of the Board, As indicated in the sixth ‘annual report of the
! . " ‘ T : s
Board these two developments were considered positive steps towards
b ! . r - S, . s
. : [ S
- . . . . ] . . : B
achicvipe veduction of vertical integration in broiler produTilon, .
! . Tk R

“Source of Data

The dath for the present analyeis were obtained from the mailed
I . * L . R

questionnaird, the Board's records, and cthrough intcrvicws with the
grovers,. Board gfficials and gevernment represcntati®es of the poultry .
. . . ) “ T s ! N \ . . . . ‘ . . |
division. The mailed questionnaire is given in Appendix A. At the Line

. [ p _

. ! . .v ) - : . ] .
the questionnaire vas mailed, there were 124 active broiler producing
‘ |

, . . - - o .
units. Ten of thesc fanms, which represented 31 percent of the total

authur;igd.qUotu in briciler production were possessdd by two vertically
dntegrated firms., The remaining 69 pcréénn'of the quota was sharcd by
v‘ 3 N ¢ * : »
114 independ:nt growers. Lﬁ total, 62 independent growers responded to,
: ; i i I ' ) - X :
the ‘questionhaire. These respondents shared 74 percent of the broilcdrs

markeled by independent produc: rs. The remaining 26 percent was assumed

' ‘ . /‘ . . ' ‘ » t ) :
to be normally distributed. No response was received from integrated

.

/

N
v

El Alberta Broiler Growers' Marketing Board (1972), Op. Cit., p. 10.
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farming units. Lt was assumed that they buy and scll from their respec-

4

.

tive.vertical establishments. Consultations with Board officials were

] N \

made to rationalise this gap of data availability,

Comparative Analvsis of Structural “Changes )
orp A > :

The subscquent analysis attempts to estimate the relationship

.

between narket Topulations and market concentration and Integration,

. . ’ “ - .
. ) . . . R
other things remaining the same. Thie applicadion of selected measures

. I ' i ! " . .
of parket-concentration along with estimates of vertical integration
: li

and othor supporting statisvices will provide a perception of the problem
. o a 1
at hand. . - » ;

\
'

~ . L4 ‘v . - . . . . )
A comparative analysis of concentration and vertical integration

in the four segments of the industry at difterent points iu time is dis-

- +
cussed below,

1

a .
f

The analyeis of markees concentration indicates the actual market
y ;
- . . , Ly .

-

rivals of a firm, The establishment of -the Board has eljmiUJLbJ_cdmpoLj—

“tion between produccrs. The nain purpese of this analysis is to find the

L .
influence of quota policy -and programs of the Bosrd on the market environ-
Lo ‘ - . /-
werc of Broiler producers. The analysis of market shares and production
/
;

arrangimcnrs of indcpcndent and integrated growers will accompliﬁh this

n o ) ! i i ‘
' Table 6.2 indicates the distribution of marker shares petween

'

independent and integrated producers at difforent points in time. As

shown in the table, Lntglraughori20d~quota in 1967 was 1,926,900 squari

“fect. Of this quota, 63 percent was shared by 89 independent producers-

!

and 37 percent by 3 integrated .firms. The quota of the intcgrated firms

/
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) .
- '

was located at nine different farming units. The total number of broiler

‘, ) .
proaducing farms and pr%ducers was thus 98 and 92, respcctivc]y.] .

' .

7 Since the Board's formation, total authorized quota has been in-.

.
i

creased by 40 perpent. All of it, as provided An Board policy, was

allotted to new (35 percent) and costablished (65 percent) independent
' . \

. ¢ -
produders. In 1967, the market share of integrated firms was 37 percent.

After sequisitions of independent farms, it increascd to 44 percent.,

From 1967 to 14971 new quuta allntmnntb of 382,400 square feet were made

t

t"mdv erfdent plm seers. This reduced the integrators' wmarket share by
. . . *®»
3 peveent. Marbet shave with them vas still 4 percent above what they
. - . Y ! lﬂ
!

had in 1967,

Th,thc fall.of 1070, firm A partly fvlflllod the commiitment 1t

: : 2
had made to the Board in 19/“. Firm A.sold 171,000 squarn‘fnut of ite
quota bavk to the independen producers. As a resplt of auota expansion

*
B N * . .
and sale deals to independent grovars, the market share of integrators

was roduced te 31 percent. The market share of firm A, which had. increas- -

cd from 13 percent to 44 percent after the acquisitions of 1968, conse-
'x o ' \ . : ;
quently wous reduced to 25 purcent,” .
. +

As shown in Table 6.2, percentage market shares of integrated
firms in 1967 end 1976dadicates a reduction of 6 percent. In absolute

—— e . s .

- In the present analysis the number of grovers or firms represents
business entities, whereas nlmbor of farns 1s a count of the farming units.
i d
. 1 . .
4 This commitrment was to-sell nack to independent Catcrory of
producers an equivatent amount of quota, (179,000 square feet), the firm
had purchasod from th . after Board's formation. For detadls see: The

Alberta Rronlgr Growoers' deketlng Board (1972), Op. Cit., p. 10.

3 .
L If broiler product1on through the pormiL growing system is cOn—
sid¢red, firm A's share in actual production..is 23 percent. In recent
years, “on dvcxago "7 percent of the total productlon is through permits,
Firm A volunarily refuses the permlts L _ .

.

1

\ - ‘3



56

terms, however,_thby still posses 115,400 square feet wmore than they didi

o
'

in 1967. By considering 74,800 square feet of indcpcndénffgrowcrs'.quota,._

‘ 1~ . . i ' . ! '
not accounted for'in ‘the analysis and 24,000 square fect of new quota
) ,

notavailed by the growers in 1976, the ratio of market share’hetween

in'ependent and integrated growers becomes 7:3,
i) . { N

CContract Intepration in Production--The market shares of inte-
: . | [

Jprated firms as shéwn in 1 .ble 6,2, arc comprised of owned and leascd

facilivic.. This category of vertical integration is called ownership
1

!
'

. ! . !
Intesration  Another form is called contract integration (or contract pro-
) . , B ) »

dugtien). This iavelves agreements botween prodieer, processor, feed
' ‘ :

company ‘or hatrchery, Contract int%grution-in a market phonomenon ,devel-
. Co, 1

oped to aerig ,_,{h(' mutual.intercsts of the contracting firms. The contract

v ’ . . -
Provided a puarantecd market outlet and an assured price for *
. r , . Ve

.

producer is

)

his product. T twmar, he is requgrcd to buy and sell thrceugh the contragt- J’
. ‘. s . .-

t

Ll gy B : .
ing firm. The productjon contracts are of oy types depending 'upon terms
. _ , R :

and craditions involved. They range front simple management to full manage-
. * . 5\

ment conytracts, e

In th» Alberts broiler iﬁdgstry,'contraét integration has been of
a limited ex»tent and simple, in nature. The records of the Board: indicate . .
S ' . (. - : .

that at the time of its formation in 1966, 30 pergent of the production

t
I3

facilitics werce under contrict growing arrangements,; mainly with the

processors. The survey conducted in 1968 indicated coptract production,

i

] ) - - ’ |
Of the quota, 74,800 square feet belongdd to five temporarily

- suspended broiler prowers and another five roaster growers. In 1976, the

Board allutted 100,000 square fect of nev quota, 24,000 of it was nbdt
availed by the produccrs in 1976, Censidering broiler production on per-
mits which are maiply issucd to the independent groverssy tha ultimatd .
market share OT% rrated firms reduces to 28 percenty -

\ -
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rcportxng produgor indiaated any sort of formal comuract.
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\ >
‘l

at 13.5 porcenc.1 In the firs( two years of Hnard‘\pcrat]on, céntract

N [y

I}

Phc bupp]y mana;cment“\rogN1m'instiLutod by the Board hAs provi-

ded the ]ud\mu services, f.l(jl‘lues and cconend ¢ environment to the in-

¢

1
'

dustry which were 1n~4trnm ntal Jn c]jmil‘mtin;, Lho necd for contractiinte-

[ o 1
b - -
gration, In recentoyears the pwnership lnLLgI’JlLlon trend has also been

Teversed, According to o rv.':vzlr(:h rupm’t, the attjtude of the corporate

firms toward ownership integration in broiler production has changped.

: . ,

The reparnd states that some of the corporate [irns want to get out of

direet production and dispose of their quota. This is because they cannot
B . ] » . » .
prodmw‘-hirqS Aicaper than individuu] ilrmvrs Higher labour costs rela-

—
a

tive to f Wmer-run operations ceom to offset the firincial aud wconowic
advor 1‘;;3-( sogdtenardinrion, - ’ I =

o~

'111(':_ ho\' obsu\ tiens seem eqrally applicable to the- jntog ated

firme in tlm flbp Lo brmlcr Jn\’lvk"‘). Firm A had alre: u?v <o]d 111,000°

bqulrt foet of 1tq pxod'(tjon facilities to 1n0cpond\nt produco)s. Tn

‘ , . 3
A]bL”rLa, awne T“hlp 1nt(1, -ation has bcchducad from 37 porm*nL in ]967
R FICEN S '3 3 : -

(o 40° pcmut in 1976, In Ontario, dwnqrs;hip in'tc'g'rut'fon lias been rcla-

tivul_v Jow. In 196%, it was 17 percent. and 12,5 percent In 1970, ‘Even in
. : . . v . . , . R

the highly integrated U.5. broiler industry,\mwrship integration is

limited. In 1970 owdership intcy ration was 7 )orconb J.l‘l comparison to
’ . : : b

! a . > [ .

- R #

Roy K. Nurnanen, . _(,‘ii.,ﬂp. 30. L SN

a
) ,9‘ 2
Ontaxm Ministry o Aprzrult‘e and Food, Corr_ornto I‘nrming_. and

V<r(1cal In(qvmuon in @nt. io, Rescarch Re p(]L (Ioron!o. UMAF honom(_._

Branch, “Octdoer ]4]7)); pp. 35 37, _

S

~ ,inchrnLJgn _m\.'s relluced by. 60 percent. In the present- survey not a *111{*11" :
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N il
?
i #
\ ‘ 1 :
90 percent contract integration. i:‘,
\Y . . .
\ Measiures of market concentration such as the Four Firm (Zm*u-nt Va-
. : . . ‘ 2 ‘ .
“a tion, Ratio and the H-Tndex were applicd.” dhe valnes of these indiced s
K . . ¢ C N 4
well as the vertieal integration dincussed in e precoding Section are
" : R : 6 . g
.. Cpresouted in table 6.1, 1 ac o statistics indicate that the upvard trond
) . . ' o
' 1 . n : { . 1 .
e market concentralion and Integiat ton observed (‘Hl'*h?’, the jwirial years
. , - . N
of (Board openation Las heely revorsed,
. i -
. PRI L ‘
ST Table 6,3 : ’
Indvee of Concentration and Intopration , '-5\"
in Bbroiloy 'rodoation : .
, n broilo odual T ‘ .., . ’
| v ”n b ~.
) u
I . .. oo T A S
\ . - T ;
Partivul,. e ‘ 1967 1969 . 1976
B fi . 1 3
" e , . . \
Vertical doee cration °

. orosyiony Inicorotion (b)) 6.8 () Aol ¢y 3.8 ()

ORIt T e ) 30,07 (4) 13.5 (%) 0.0 (0)
. ' ISR ’ 2 Y.
! \ ¢ =
Four Viree coancatr zrﬂn_x,-}{.ui.\ S1.2 08) A0, 7 (D) 37,0 (2) .
] o - . ' A
Marior Shooce of Firee A () 0 13,73 R y7 .8 264.9 .
. 8 . ) N ' . -
o x _ 08 A5 0 o - .07 \ o
» . v [ . ‘ & . o < ¢ T
Soten Flpures bn brocid®s o inlicote nuaber of inteprated lires,
I A : . :
- R R ' ®
Fie cgmion oriticise that marke: ing bouwrd, restrict entry and Loy
i ‘ . o S e ET
therery tnoroae torbet Sgngtntration o nat fully applicable «to the bygpiler
e N R
R ' J . A
\ : ST ¥ : :
: . ! R e . y , : Y
. UG Delartmoang of A rrienlture , Cootract Produaction and Veat fval
Integration is Taing:, ER 479 (Washington DL0L USuA, Feonomic kescarci,
b SL‘I\;i(u', .v‘\x'rl'f] 19, ‘), ',‘.: . ' ) ’ “ - /'-‘ )
, (44 . . - N ) -
L . N . . . t .
Y o In the peimary production segpment v two more (:onciﬁi’rrutmn measures,
) . ! N ‘e s e . "o P .
4o+ a Lorens Gufwe and o Gini s clicient, are al=o appiicd. phdgssion about
A AR will ollow, . _ . ‘ o
_,.§$ 4 "“.’ - .; - . . : e

£
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) &l . .
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production sepment of the industry, This hecomes (-vldvnt‘wh('n comparing

'

the trends of concentration in Alberta and 51'1_[i:w‘h‘w(fnlumhiu. As a result i

of l&v nc}‘,m;iublv &uoln policy of the Brigiash (In]uml)i'x board, the nomber

of individum? bruxh r farms had decreased from '717 in 19673 to 134 in

R . . .

1969, On (hf' othoer hand, in Alberta, the non-nppotiable quota polic

, . \ . . v o o

- and” the Board provision fors 35 percent of new quoty being allocated to ’ 0
1 ) .

nNew grovers has increasod their numher from 100 in 1967 to 13 in 1976,

. . ) N . " \ -
, However, in total y A2 W grovers were aadded Lhrnnyh Lodrd quota alloc..- : -
. tions during this period, ‘ Cow :
. \ : . -
o » ° ¢ . <

Before c]usim: the .'1_"_)0\/(.' discussion, -a point with p Spectoto

P :

Lo " ) Ny
1f‘1‘r"um voand ul(nd Tm-u» of cutry should be mude. U Abherta,

) ‘ ;6 ¥, ~'4-'4 '
. ol the (nl..,ﬁ,‘—g e domhdalor the q\r \dl o far, about halt L«

operstion L

o e;in.'n%\' *lﬁﬂ)“f(ﬁﬂnu to new and wt y']nhui SroesL. U pent of the, |

e NP S L i . '\
. -, . o ““" L . . - S .
e o Hoe ,.‘-d,»;.;a- 1§, e L | IR .-.p.'m-hn.', the productice ooy o Ly ol O ting
S : % 10 i RRRNY i 3 !
| : A e ‘ - L
5 X ’

. - : A ) L,
‘ .1[ 1‘0,1:4;&'7;!(! tiow wd o shorter production cveles and ra fsing

.

-
v . s '
I \ { . : . : M
" dons T .G. . ot nut. A part Y the -’q‘"r;(mg, I increase in depand is supplied
- L et o : TN ‘
/ L & ".‘ ’ t . ) ! 4
. bv 1l Wit ;tl‘(r(s'n-x‘w', Theve pr u« t}l ces, e Kbt improve the competitive
+ ~ . .
s Q:‘ v - “'I,u,, o -
poritien of the industry' Breohinking officient use of the existing, resources
Tt uivo provides the small frowers with a more viable sie o Ioaheritin,
There iv a trade-ofy boegase such devieloprents Javelve considera tion, of
s [ e . . i . ]
barrieys to eny r;y y dncome distributi o, aed market coencentration.
AN [ y'r ‘
_ Firancing _of i and: Feod-=The practice of buying chicks and feed
IR - e \ o . .
on civlit as indicatcd by a survey in 1968 s stil] prevalent. The pavme nts
. \ ) _. . | . ] v‘
- Lare mde wfter sale of  he birds. Financing is mainly provided by the  _ g

! S.MUHL Rizvi 'F'ir&ctmg Bon‘dl.-in Cnnmh——An Lvalunt ion of Their
Ouot) Polxcw“ Ui‘é} Special Refercence to the British Colfirbia Industry"
(Unpublit l.(.d Ph. D HILSIS, Dipartment of- Rural I(onomy bnxvgr:«xty of . .
Alberta, TI974), p. 14 ‘ \ ' ’

. .
| - - . L B
» v L . -
B X AR - ol s JC 3N . -t .



hatchery and the feed dealer for their respective sales. According to '
,the present survey, 76 and 80 p(-.rcent &f the reporting producers bought
[ . . !

. | : S
chicks and feed on credit.®*The corresponding percentages in the, survey
. ' !

of 1968 were 61 and 51 percent. *This indicates an increased proportion ,
' I . ‘ |
of short term financing by growers. The added secuvity in the Industry

and certainty of income to producers has probably concouraged lending

institutions to advance more crefit. Tn fhe present survey, 8 percent
1

of the total financing of ' oks md, 10 perdent of feed-reoquirements
1 .

- .v ‘ \

cre provided by the comme cial Somks,
| ) !
d . \ . 3
According to the surve, data, 40 percent of producers i

trade with more than ond” feed dealere Parallel trade with more “ Lhaf onvy

: . [
. . \
hatcheryman or processor were only 6 and 8 percent, respectively., Bela- e

tively speaking, changing 4rem oné hatcliery or processor to another was
) D 2 ) A \ i \

.
[ W

rave. This ic oncg,ot the indicsers of the fevrnss of firms and high o\~ ,
‘ : | i) g <
Lusiness concentration in hatching and: pr(»cclés:in g activitics. Tha growers
. . L]
appear to exercise theit indepondence in establishing trade links th buv

*
«
. . 4

d Iy . ‘ ’ "ﬁ e
chicks and feeld 7Ql tv 5.1l their product. Howgver, they usually do not -~ {
readily lpr’-v::l: the business ties so established unless anoLhcr.eompo}Mg ‘9. ’

L. o ‘ B ) - ba .

B

.

firm offers cubstantially more favorable terms of trade.
Number snd Size Distribution of Broiler Producersi-=The distribu- '

) os
d in order to establish the

tion, of authorized guota over time was analys
rel ctionship of quota policy and number and §1ze dlstnbut-xpn(of produc—
v . : - S e Ay ) .
. ., . . . . . P VUl BRI )
ingy fivus. The producers and the Board alike constigér 6,(*)0 suare fect

’ . .
'

dzf production facility a minimum practicad size of operation.” The reason
v B o7 . C s
behind this'is that- this $1ze of operation jirovides the grower with a full
- o : / - ' - Vs

/ ” v
—— e ) JE . . ‘
/

! In the ney quota policy formulated in 1976 (Appendix C-2), the T
Bouard proposad -to raise this mini.un Tevel of quota to 12,000 sq. ft.

g D .

. A . - C e e



‘ ' ’ | . )
started in 1976, Tt will literally be completed in 1977 or, 1978, A total

of 42 nivw grovers have also been added Lo the list of independent brgiles

A
. : j | )
truckload for market. This is a factor ¢f cconomic conslderation due to

v

f.a7b. plant basts of producer paying prices in Alberta. 'f'hc Beard has
) ' Ce ‘ B : N

kept this point in mind while forming the quota poliky, According to, the
‘ ' |
priority liut quota has heen allotted in batches of 6,000 and 3,000 square
feet to new and established growers, respectively., At the cnd,of‘]97a;.guo
* . : T . . ‘

rounds of new quota had been allotted to the grovers who were registered

at tig time of board formation. A 'third round of new quota allocation was

!

A
. i
: . . ' . : !
grovers during this period. Tn 1967, there were 18 prowers below the
. ) . : N . 4 .
minimum size of business operation. In 1971 zmd 1976 therve were only 4
. N . : .. . . N

\ s . .’

- Co ey

-

and 2, respoctivety. - . L . o 3 ,
B > S0 . 7 -..\ . . . . ¢ . \"v_ﬁ‘.‘

>
Ts affect- .
ERe. atierts s
- e 4{' s o "“;q.

’ The quita policy of the hoard and othér ecconomik..fagt
o, - i ..
: .o, A . N .
ing thy sice of opd-at o his resalted in a change in the nu'nbs’%ﬁ{

. . LYY

distribution o quota holdings. This aspect is analysed by divi@i

.

total authoriz.d qrota into, five size groups as given in Table 6.4.%
) o . X , *“ v ; ;
fiyst four groups belonged to independent producers'and tha last repre~ 4

: . o : A
scniqd the integrated producers. The letter designations of S, M, L, XL

and XL are used to represcent sthese si#e groups. The d&e in Table 6.4 arc .
used in Figure 6.1 to exhibit distribution of market shares among indepen-
! . )

v ' '

oo ‘
dent and integrated firms.

Table 6.4 indicates a relative shift in market share from $ to

M producers.én the last tegeyears. In 1967, 19 and 22 percent of total,
S . - . . . ;

authori.od quota was with 'S ara M producers. In 19'7\6, they posscessed 16

and.27 percent, respectively. Since 1967, ‘percent market share witp L
' S “ |
L] N 1

producers has also increased. In 1967, only one producer belonged to this
. ' . Co . . A '

size group. It 1971 and 1976, their numbers werc 9, and 11, respectively.
v o y S
Y , S '
" o .
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The holdings in M and L size grobps provide.an efficient and
. - , ; ' B I . g !
economical size of operation. The quqta policy of the Bodrd thus scems
o , \ :
' ; : . : L :
to have bec& instrumental in achieving produccr contentration towards

.

!

" these size ‘groups. The M and L producers Held 23 precent of quota in 1967

N . \

. : L ‘
and 38 percent in 1976, The humber of producers in possession.of ghis
quota was. 28 in 1967 and 54 in 1%76. The new quota policy proposcd by Lhe]

Board' would further encourape concentration of producers in this sﬁ"p'
range. The reduction in market share¢ of XL producers in 1971 was due to

the take ov<r of fuu1 farms fxum this caﬁcgnry bv firm A in 1968
w Y
ﬂn‘lﬁ<¥hmorq in XL and XXL si:re groups (Tublc 6.4) are fcw~in

. . i . .
number and posSoss a hiigh proportlon of the market share. In 1967, they

‘were 12 producérs In thése groups and possessed 60 percent of the total:

L .
Y
e C Mt
. e

authoricrd quota. In 1976, their market share was 58 percent.,

¢ | \ o 5
- Most rrowers in the S ‘and M site croups are critical of this wide

1ncqua11t\ ln 51/e dis tribution. Tth have labellgh the XL pxoduccrq

/ /
uQuoLa " %ons The plnductaggéﬂ{crests bf XXL Lntogrdmed flxn% are not

gt
apprecldtnd as well. The independent plo&ucegﬁ con91der primary productlon
: S -
the basic right and function of'indepcndcnr family farms, '
s ¢ 1' 4 ) N ) M ) | “
F ' Tﬁc‘currgnt marke ting board quota concept;was ‘mainly developed to
. . i
solve markcting and income problcms of growcfs falling in the first ﬁhree
. |

size categorics. Howevgr, XL -and XXL size holders dlSO derlvd bcucflLs

ffom the high product prices in tHe regulated marketing systdm.
B ) . \ . } L
In this segment o the industry, another sumnary measure of mar-
E o ' ] ‘. . 3 -
% ket concentration and inecnality of firm size is applied. This measure is
) R = \ y .. . : :
, : o Lo c ' sis¥¥rotos are fur
known as a Lorenz Curve. For this purpose 'S, M and L siz@a grolps are fur-
: ) : ! /
ther subdivided into 6,000 square'foot'size intervals. The. XL size group,
. ' . - ; . -

which fnnges from 36,60] to 84,000.§4uare‘feet of quota is classified into

. i &
‘ Y ., [ . * . 4 ,"C

™»



\ ) |
, whcthvr concentration has doFrcasvd or increased from one period to the.

'/,
tOtd] authori/ed quotd in 1967 971 and ]976 waé Subd)vldcd inLo 13 12

@ s

\
vt

4 subclasses at 12,000 squaro’foot intervalsu This has been dohe to eqt
more plots on the graph and ‘to minimizL thc aggrcgation bias. In this way

and 12 size groups, rospectivc]y. Cumulative percentages of the number of

v

produccrs and the amount éf authorized quota for thesc $ize £roups Were

cq]éu]atbd. The data so genergted are presented in Appendix D, The data
B 1 B ! ! .
’ !
are plotted in Figure 6.2 whiclh provides three Lorenz Curves, one for. cach
' . /
of the years cnn:sidurud. As shn“n in the fl;{urc these Imon? Curves cross

. ) v ' !

one anoth.r at certain poIan d(pgmllng upon the, firm sz d'is,t ribution
iy g '
patl(*xn. Thus ‘a look ‘at the Lorenz Curve dovs not tell us with certainty

. IR
other, ’Iho (1ni Cocft unnt whl(h meausres the d\ sviation bLLu(,on the o
¥ Y ’

AN .

Lorenz Curvu»httunlly observed and the curve of porfg;? equal [ty was thus °
. 1 .. ; R . -

applicd.” The perfect ¢quality enrve is the diaponal line shown in the

figure and is possible only if all the firms are of cqual size. As mon-

' )
it 'hds depictég
e

Curves, The calculated values of the Gini Covfficient are gll, .11, and .10

l

-~ ¥
s [ ! ;
tioned u]sewhvrc thv Gini Cogfll"lﬁnt it a ]caq p[lC]HG sumrry measure
. / v .

than~ thL H Indux In the pfesent casc, it iLvsimply'being%usod to make

quantitative assessment of the relative position of the different Loronz’

- : ® - . ‘;" V.
respectively, It shows. that market concentration was the-fame in 1967 and
1 - . E . ' .
and 1271 then was relatively reduced in 1976. The comparative values of
' s i Cy ) ~ ..

i ” ' . l . "
tlfe H-Index were .08, .l4~and .07. The latter device is superior becausé

r;he increase in cdncentration and 1ncqual1ty which ocur-
,,y‘ . )
red because of acquisicion and merger activities in 1968-69. Both the

techiniques, howeveryi indicated that as a result of the Board's policy

.
’ . | B

% For dCtdllb on Lhe metvod of calculatlng the Gini Coefficient
see Appendix F. ] B NN
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- ‘ . : o .
© | '
of allocating quota from the smallest to the largest quota holder, the

gap in fimm size inoquality was nqrrowed. The Lnrenz Curve rcpreeentin5

-

976 data exhibits this (hange in Lhc Mirm qi?e dJerJbutlon pattern.

Distribution of Quota Among, Tndqﬂgpdqufylwngf—The forepoing

.

c]assificnrion of qU(\c holdings into different size groups is predeter-
mined and arbitrary. The size intervals to develop 5, M, L and XL catle-

gorics were held constant over time. /
It has been sugpested that the minimum operational unit of 6,000
: ’ “ - . A . . ’ 1 "v
birds per cycde should bo shifted upward to 12,000 birds per cycle.” The
; - . {

/

basis of classification developed below (sce Table 6.5) keeps chanying

[

with changes in the distributien pattern of holdings over time, To dewe-*

lTop foufd si zo‘grmjps as before, the individual quota holdirgs of indepen-

deat grovers were.arranged in ascending order and cumdlative totals of
- . |

thejr auhorized qlo’l was lel(Ld into four ¢qual parts. In this way cdch

size group pOhbuSHvd 25 percent of the market sharc; ' o e .
' "l‘ab].e\ 6.5 - g ' T -
\ - '
Size luterval in qquaro Feet Using Constant, © .",
‘Size and Conqtdnt ‘hare Hethoiﬁ (d’ﬁlﬂb&lflrdtlon
. ! . . i,z
Size lnLcer}, e o | !
Size. Constant 'Size Constant Sharce Classfﬁicuﬁifyimw e
CGroup Cldb:l!i(lLIQP* i 1967 1971 - 19706 '
[' - . e o e+t
: ~" o _ (square foet) : : .
5 up to 12’000‘ up to - 9,000 up to 10,000 up to 12,500
M 12,001 - 74,000 ©,001 - 15,600 10,001 - 17,000 12,501 ~ 18,500
L. 24,001 - ,6,000. 15,601 - 25,000 17,001 -°27,000 18,501 - 31,500 '
XL over 36.000 . over 25,000 over 27,QOO over 31,500

e e

* This remains the same for the three points in time consxd rod in this studv o

- s b 2
This poin( was d1s<ussod by the br011er prodqurs at their annual

meeting in wovember-1976.. A new quota policy has been: prOpOSLd to the
Council for approval (Appendix €-2).

A - N

'

e



.ton to ]06,. This is bLLJUNC Ltvo rounds ol quuta were cnmple

'systom.
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The size group s of classifica-
tion are given in Table In the constant share clés&i(fhntion; an s

upward shift in the limits of different size groups 1s a reflection of

new quota-allocations to {ndependent growers over the vears, Since Board
formation, total authorized quota of “independent and integrated firms

1

3&5 bden increased by 40 pereent.,
The average holding size, number. and' percent of producers in each

size group _using both nethods of classification uro.nivvn in Appendix L,
. / .
. /

Tois analveis mikes it possible ‘to -tud) the Toncentration pattern of
, , , . :
holdings from two &lifferent perspectives, '

-1 both] thie classifdication:ibhe average holding slze ‘of § producer:

. : . N . -‘ ./-
H‘E Increased over years. According to constant share classification,

AVLrly- holding size in all four groups hgd unorvaand by 1976 in compari- .
/

R -
\

this er‘nd “\o 0K91hv hold1n1 ofw/L Eroup were a]so sold bd(k to 1ndc—
pendent produgtx% b the 1ntogratcd 11rm . . (
 The, clnss'intcrvnl of 6,000 Qvuirc feot was *Ecd to show more

details ﬂhout Lhe size dthﬂgbution patte of independent growers. The
. o 'Lif i Q g - . .
anﬂlysiﬁ is given in Table 6.6. ﬁ; 4 '? . !

Hatchery Seghent

. B

In 1ts first year of opcratlon the Alberta Broi Crow*rs Mfl—
: ' v ¥
keting Roard issued bdxxnexs licenses Lo ]8 hatcherices The hqtchexﬁég

N

were, howovo;,‘riccnSQd with ut any considetation of the quality of ‘equip~
ment , service roIiabiliLy or bapacity to meet the conmercialvneods of the
1 'l ’ -
industry. A1l this was done te. minimize critxcisnxfrom growers and the .
' !

allied 1ndustrv whilo shiftxng from an open market to "a regulatod Market
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Table 6.6
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. Distribution of Authorized Qubta>Amgng.:;Indepcndon; - o
- Producérs In Different-Ycars, T ' ;

. Silze Group

"

l*—

Authorized Quota Square Feet Numwher of Producers .

'
;

-

‘Square Feet  Class 1967 1971 1976 1967 1971 1976
R T 1 T ‘ ,
upito 6,000 s 99,500  152:600 142,900 22 26 24
ERY ' ’ ) . :
(8.1) (11.1) (7.9)  (26.7) (25.5) (21.1)
6,001 - 12,000 S, 265,100 357,100 273,960 . 32 39 29
' (21.8) ~ (26.1)  (15.1) / (36.0) (38.3) (25.4)
12,001 -/18,000 M~ 281,900 .240,500 419,110 - 20 16 29
* 1(23.2) (17.6) (23.1) 2000 (15.7) (25.4)
18,001 - 24,000 M, 136,800 177,500  283,%00 7 9 14
‘ 11.2)  (13.0)  (15.6)  (7.0)  (8.8) (12.3)
. [ ‘e ‘ ' 1
24,001 - 30,000 L, -0 - 139,900 179,300 -0~ 57
| (0.0) (9.6) (9.9) (0.0) (g9 (6.1)
30,001 - 16,000 L, 32,700 129,800 1324400 1 L 4
' . : @ (9.5) - (7.3Y  1.1)  (39) (3.5)
over 36,000, XL © 401,100 179,700 383,300 7 3 7
i i . l (]
(33.0)  (13.1)  (21.1) (7.9) (2.9) (6.1)
TOTAL 1,217,100 1,369,100 1.8i4,§70 89 102 114"
| ' (100.0)  (100.0)" - (100.0)  (100.0) (100.0) '(100.0)

Notetr Figures in

t

brackets are percentdges.

3? .



Actual expericnte over that year, however, showed thatiﬁherc o LI

were onlv eight commercial hatcheries., 1he rcmaining sorved the needs of -

the unregulated small farm TLOCkS. Thereafter these hatcheries were not
registered, : - i . . $

E J' ' Table 6.7 indicates the concentration in hateher jes in 1967, 1969 ,

-3
q

and 1976, In 1967, firm A had Lho,highcst market share with its two

hatcheries in Lethbridge and Edmonton. In 196G, tv's firm boughtAout'tho

seconﬂ and, thivd larpest hatcheries/ in Calgary. As a .result, 79 percent

y :
. l
- LI

of the hatching business was under dircct control of firm A. The high mar-
ket Qharc and Lh(’puxo monopoly in thv; W]gyi market _@rea was considered’

v

a hatter for Lonsidvrlllon by the Buaxd and prodU((rs_alike

Since thOn:tho market share of firm A has stayed the,same. How-
: !

. ever, a fkk (h'ngcﬂ in the firms which sharcd the remiining 20 percent of °

s Y S ) .
fhe market are noticonblc.lln 19470, firm C, prcviouslyclntpgratcd in pro-
duction pTO(US"Lng aud ngd manufacturing, also started a hatchlng oper-

ol

-ation xn:hrollar chicks through purghasb of a private. hatchory in Edmonton.
© ' .
The same firm also purchased a turkey, poult hatchery in Wetaskiwin, Later,

the firm modernized and enlarged thlq hatchery in order to achiovo an

i v

. efficient $izd Qf oporutlon for hatchlng both poults and chlckq The hat—

chery Opcrutlvn in Edmonton was subscquently LransfcrICd to Wetabkiwid.‘

Y

*As a result of entry ‘and subsequent jmprovemnnts in Lhe hatching

10p(ration by firm C Ltwo iné‘pendunt hatchurlcs in tho deonton market arca

~

1ost their commer.ial status in the hatchlnb business. .
Thcse hatcheries re, resented as, firm P and firm W in Table 6. 7,
L J
‘ used to supp]y 10 pereent of the provincial market demand in broiler chicks.
: .? :

1

~

S ' 1 The existence of firm W has not been indicated in the previous
study. Board records shoy comiercial hatching in this hdtehery for a num-
bey years. Presently it serves noncommgrclal needs for chﬂ'ks ana poults,

[ . '
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"'flab\.;lc 6.7 o S 6 S
Concentration and Integration in Hatcheries B
o Percont_Market® shart ]
Particulars © - 1967 | 1969 . 1976
° S
Integrated Hatcheries
‘ , .
Firm A o 36 ' o
‘ ) ‘ M 78.4
Firm B ~ : 22 - g
S -, M
Firm £ - S 10 .10 . 10.7 .,
Eirm C ' h - -, L m 9.5
\ o ' oot '
Independent Hatcheries I - '
. ’ ' R . . . ) ] /
Fifm 8% , : ; - o -
rm S#* (ﬁ . 29 ] - s ‘ ‘
Firm P ' ) 6 o N
o . ) ' y Mo
\ Firm Q 5 5 n?l 0.6
T \ ~ SR o
Firm R - R 1 1 L2 0.8
) . . ) }“ B . - \ Q' . N .' )
kT ; . -:“.‘“‘ ..44._.;;‘ ‘ S g ’ i 1.33",;' . . o

*'l_{at(:lu_w}c-s B and S were acquired by Fj,x:m A in 1968

[N : - i )
Source: Columns 1 and 2: R.R. .‘Hurnmmn MVertical lntegra Qn and Concentra-
» tion in the Alberta Brotler Indu‘;trv (Unpub]xshqém’ . 1'1ncsxc.,~
i Depaur tment of Rural Feonomy, Um versity qu .,,Lberf}f‘g,ﬁdmonton, 1470),
; pp. 33-34. L™ Cst s ‘
.ot ,.“."). - : * ‘{" « &
The ?‘hno of another xndeLndcnt haLchery Q ;_aéﬁi‘gan’ Tra Qdes.llncd from

5 percgnt in 1968 to lest ?m 1 percent “in ]976 I‘n,g#l prac_tice the
wst?

firm is not operating its” own haLChL Fy. It samply buys. t.hp chlcks from .

-

. ‘, '.. :
firm A's hatchery in Calgarv and sclls el im customers Qn a commission ST
basis., - . - ‘ . _ Y‘( " . ‘ -

I - ‘ ) - : c ‘ . _ v
' All this concludes that vertical integration in Katching facilities
"has been fostered. The independent hatcheries have either been completely

eliminau_d or reduced to noncommercial status. Ih 1976, indcpendent hatch-

IR X . o ..
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:.:'-v «orIes- possessed W04 percent share in comparfson to 12 percent in 1969
E4

SN ‘
e NN L - ' ! . K]
horooom ; . ‘re i C iy . . ¢ ) g v . -
u‘)«-‘&*- : ,_.Q}lg 83, percent, in ‘1 )67. o . w‘. . | T, . o
" . _ . 2\ ) o
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‘;\_f " of trade to independent producers in the l«ld:.mntun arca have presumably
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Condequentlv, -in idmuntnn .md Le thl»rld;..v a (luopolx mirket situa-:

o
e vt e A SR
S tdon between vert ic.;al]y‘ inlv’}',r.llv(l i l‘l}lh"n)'é‘Vifi"% < In the Calgary market™®¥e 4
o 2+ LT PEREEN Y

. | . . - .
ot carca,Mebere A0 pe ncnt uf l‘h(‘ tonl demand tm Ll}lL[\% in Lhc Jprovivce . ‘? \
’ ° v o T . \ .y . P
. : . 1 e M. . \ A

v .oy i o By o,
¥ ooervipinates, f‘rr ;'\ }m:, lnun the sole mol‘m[m].l stosinve tuk{

vver ().f two

L 3

LAt
~ .. . y
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v e’ A "
e hateheries L 1968, Lhter on, Jirm A moderni '-(l s v\l zn
; . :

faciliticy of thone acyuired xrmus‘.,.?\‘nw one uf llu h:ntclwl jes gpedcialives

vy

.f . \ : o o ‘

P tn broid-cochicks Snd the odher datund® puwilta, e mergdr activity ;md :

. - 'y B ‘ .
. dunprovimeats and alterations dn’the” operat ional st up has pruvid(-d éh(" . e

. g, T . o “hoger . ' ' , ' 1

Galpary warket  plowers with equally 6074 fciemt and . mnp« L Mive service. . _
- o P T ¥ - i . R @
Being a vooberative, ofirm A involves praduder imtere ~ts, u@u(e\_%ﬂf . P rn_duncr:s ..

LA : - y . . "

. < - % - -

A

C e

ro N -
N © . - v

]‘I'.l'.‘fk'r‘ r.u h.lyc it Tv.‘dst cone alternat ive for Lomplr.n:,, puxpuses 111\( PR U
v A Lk, . v, '.n{y-x. - s

-

>thbridge). * KN

e

o ~thueir (mmtc p.ut‘ in the other two m.une(t‘\nom.* (Ld—mnnton .md L
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& <L @v“}'mnr Inm Lum vnudlum RAL 03 tlu ]l—Iudw& .md th(.
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irket shire
\ .‘ _‘8 N

of the * xnu»ymu d ﬁrnh m—c yivvnd,n J‘ﬂ'slc b & ~ lhc- %t.xu-,ucs Jndf\,ate !

Jeoa s . e . o .

v

that eioce 1969 jarket -“‘L'Qnt‘o.'

PN 'h'ng- b_eunjs L;x&'.?'('.;,‘V(-\rt id\nﬂi lntseg'r';x*. .

3’ : ‘ RS ', N ) ) . .
tiogvHhovever, has bYeen further inc .as,c‘d."n ) STy : S e e

L Procea: ine Seoment N ’ N . 2 e i t ’ : \
B et e o SRR Y ' ‘ ’ . .

~ N ] It

T

- 'l'hv process f"“}‘. phdse has bcon' instrhmental- in gaping the Qconomlc

E{n\'uonmcnr of thu ;\1vorm broiler. 1ndustrv before and aftcr the formdtlon .

‘ ' -\ " L. _ : -
\(»f the Board. Both .,vo_rtl.(:nlj and horizontal iﬁtegmti‘on wgre, p;imarilyt

] e ) o . T
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L

P

l”ntfru].ns - : L T 1967 _ 1,9".‘ . 1976 ' ‘;}9”

R AU

Four I'rm Concentration Ratio . o 89.0 . .. 99.0 . 99.4 L

H-Indey

: : T R ‘ ‘ o - -
i - A .20 Loo6he 66 v

2] T } .

Porcent Shaie With v .
Integrated Firms : '

) g 4 g :
B0 ST L : 1 v . s . -
h) Lhc prorcss.x.ng firms, Bccause of the cause and
) .

.
R ”oﬂ‘t‘ ﬁ 1 ‘mrm,mp’(hl 3 segrent re \onls tho hlyhcst concc:ntratlon, vm‘tl—

. ' ‘

'g\

Ld]. lnu‘g .md market pour in the mduntrm lnb]e“'g}9 presents thc
v .. - R < - .

; . . . . 0] q I
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Iy;; . . N P"
B LAally: xcdmod to a dllnpolv <;1ru.1t;vj.on Sin;pihc;n 1o CI\R D ay. ocgurred in
e . e ‘-\‘ ¢ )
,[th proccssjn;;‘-mu‘rkét Lr%crpie. In the %ad,ary arvek Leﬁg\xﬁfge markoet areas

LS l“ a. e

4_) > fﬂ'm A ho]ds pure mnnopoly 2 Jn 1976 Lhé~ Cc&lgm'y ahd Lealbnd&,c p]antq

i

proceose d‘-/oS poru:»nt of ‘the total bro?ler prpgfjction in UIL provxncc_\ -
1 P LA
in only 5‘3 por’bcnc" Bf dge .

o o1 Howevd =, there is onegxceptlon Ln Lhat feog many a<tur1ng ‘fitm
D uoved verti 1f1ﬁtégrat10n thyough ‘tqkm? over, 50 pe nt 1nte-1vesL in

3 T J3 o R o L | a .
After LhL mcrger w.mth fi rnvA procesmng flrm B has retalned its

N

'f.'.:

identlty under L-he trade name ~ef Pinccrest. 'Fifty percent of firm B's pro- .

cessing interests, dre owned by firm D. ThrOugﬁ its, ownership ‘of the gemain- .
ing 50 percent, firm A pre,swmbly influences processing, sales ‘and pricing
‘decisions of the firm. Retcation of the trade-hame is mainly t& make ‘use .

of the earned goodwill and distributive ‘links, . . -
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Ll M '
ha X4 v > T v ‘
a2 N A .. Voo
InL*, ated }4 S L vk dd,
egrite .xn’mv Q}’( N , o [J
L Firm M U&':_ 34.0 \ & S, ‘ o
. T ® . N N . ' { "
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et . . R q . . ' Y " :
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pProcessing businesq. Thc measurcs of mquetf concentmrlon amﬁntegra- a

tion exhibit the rosults as <=hown in Table 6. 10. -
v _ . ) : ,
] Broi]or Feed Manuf.\crur'ing_ Qogmant - o g ) !
S .~Congentration. and vert] (,d] inLegrdtjon in the broilor fec manu-
j‘ . w I [} . ' .
factuxing ‘ogm(nt is pre%cnted in Table 6.11, Becausc of-tho 1igopolistic)
A .
u,\ T . . a D

interdvpondcncc of fced manufaua'ring flrms, comneUtivc rivalry exists

bemocn Lhc.m th is tho moht. cdmpeti t1 meﬁ’t of the @ruilcr prod,u—-

cors" factow. »roduct markcts It.'seom&;' PR m h.tc. Lllﬂ\inqtioﬁ’ of c%n—‘
i & ' P

A .

tract mchr.n ion and reducuon ‘of owner:,hlp ’intek,ration hﬂu uerJbu!cd
& y ) g
to furthcrlng thc Lo*rnpe fltlon 1n the broilbr feed 1ndustry An inverse “
o \ .

relz;tlon‘ hip pf vcr;ic.a] inregration in pi‘oduccion and compo\x tion .among

5. b 3 \

L, thc feed. qupphers 1&. obsc’rvabh. from changcq in then: markefl shares over

\ y oA

time The- Fom hrm Conc(,ntmtlon“RaLlo ir» ]967 was 90 pcrcent and” in 1976

Y :» - .- " AR - L »
v it was 77 pert‘:ont e ¢ : : }
. _ . L . : . | 3 ., . .
° lno ‘u?ta] mar}fot s.har( nf Lnregratep- i in the broilm feed
. . ’ ﬁ w N A »
:q bu@inose has. @ullmd ovnr ‘the ye&s Atf th\e ‘&{M of .an unregulatcd bro £ N
rd . 3
k market the contract groxacrs ‘Wc=re under an oﬁligauon to buy feed f;
' . . q ' . q.’

\th/.. pfrent;flrm. 'IMG practice used: gﬁ put t,he ‘indepondent feed sqppliers’

; x i ’ :u'dix) ‘

* dt a cMsadvnut‘rge m recent years rh«. sir.uatlon has changed Two of the

o -

inde )gent- firms have.uga ad 35 percent of the ark‘et in tenvyears ofy - ‘
g o @ iy )
- '§ 4 . ; . ¢ ° M

\
4

Board QJitwtion A | R A -‘ . v!.

* fs \ »
A o On the .other h'md 1nLégratcd flrm D, a 1eader in 1967 68, has
) Ve < ’ A : "\

.lost 50 ‘yeru nt of 1ts Jarket share Another .f1rm F, one» tlme an i”mport- ‘

\. S . :

anb‘factor in Lhe broil_er 1ndustry, has been out of poultry feed manufac- !
S ’ ”
turingthnce 49‘ ln lﬁo? this fim held 25 perc\f of thc feed busi-

\ ?’I . | . .
@ / P Lt a
: L. , S .. :
o ”’Firm F sold its growing and processing t’acilities to firm C.
in Oc.tober, 1968. ; o, L 3

.“ . y
- - S R --\ R I
- o . " . i . - .'- -~ + §

. ) . .
s, ' A ~ . 3 L4 £ b . M
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' Table 6.11 B _:, !
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.Concentration and Integration in Broiler Feed Manufaecturing J
‘ . * ! \
1 \ " !
S T - L Percent Market  Share ! S -
. . ' .o \ . : ‘ \ f ' . I
. ~1’a]rticulars L 1967 ¢ 1968 - : 1976
. : : \
. \ .
Integrated Firms o
Flrmc. - Mo s 2200 .
Lo [, ] N . ] i
Firm D 41 40 - 20.6
: ‘& : ' o : : Voo T
J . Flrm o -7 - 8 TN 3.1 '
. . ' . » ) . ' . . .
' . Firg F 925 ‘ v 20. ‘ ' - . |
. H ’ " ) . ) IR N

:
.
= e
)

CPigm Vv - J

O , 5
N T
o l" N .\. _ . . :v .- - . .(..7“ !
_ 3 ‘ ._"! ;. . . e

\ ’ Y ! . : ,
%" Ind¢pendert Firms , SR 2 ’ c , _i? T
h ) i ' . - - ‘

«f
| -
61<

. . R \ . N X .
Firmu . . 2 S 1) I 24,3 . :
. R R . :! ) . . ‘ . R - ' ) } ,?.
Firm' o* S - S 13,2 ;
1 . . . B ’ e 3
. e ! 8
Firm G 12 g #;: | - - , g.7 1
5 \ .

> N LA . W
Yo e 4
: / | 250 ‘
! £ S : A . -
4 ‘\- Nl L¥]
FN S e W o ?
- \ e g .

. * ;I'lleqe\' irms were in Ite broiler fead busU‘\(_%“ in 1967- and 19b8 'I'hey. '
\ i7" held minor shares of; Ehe ma et :mdwele thus accountcd for~ under

~ " the heading 'bLers las shown in the ‘tabbe., \.
'Sﬂé: Columns 1 ‘and % R.R. H““Km(’"’ M.H. \linwkins: and T.W: Manming, o .;.
- - ertieal Intc. *atioh and (ﬁmontrauon in «the Alberta B.ro&ler ‘ .

‘ (Induqtrv Rese: réh Bulle_un 8 (ldmonton ‘Department ‘of Rurql
S bconomy, Univer: 1t) e'f,‘A]berta-, Augqst '19@ P 12 P oy
‘ . ) . .

4l \ .
* At
Voo + ' ' ¢
- - - . 4 . + *
‘. . ot 1 3
L . A o
. : . -8 . . l . . \ L. . . = ! "
‘.“\El.' P ‘ P b - to. - ‘ : ' ) ' o
T A g'm ' ﬂ’:'ﬁg R P : . .. e : . . N
DRI, a1 . Y. 2.5 JV’Q* (‘ ,. . . . . L ) s
Jirk L B i" R A ' '\'?% 'c s . ., . . -
TN iy . EC IR I R t 4% - - . . ¢ et ’ . . v
LA b e 3 . . sa : R s ) . . g . . ‘.
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‘ . ! ' :
néss; a year later this was reduced to 20 percent. . e” o

. . \ . . .

o In recent years a new integrated firm has entered the broiler feed e
L ’ E
_business. In 1976, the market Qhare of the firm was 4.7 percentr The mar-- . |-

- ket share of the firm-iv 1ike1)( to, increase, after overcoming the initial .

o

. I J N
op\;! ational and dlstributwnal cost disadvantages. The following table ‘ o,
. ) \

implici*],y indicates that as a result of ther grdving conpetitive posiuon T !

ot , . - . . o .

of ﬁndependent {projucers, compotitlon betwccn-’fced dealers has also in- BT

k ' . . k \ ) w e

o . T e coe . R . 1
w.creased. . ' ! g o ‘ 5 AR : 3 - o e

‘ ) . . . | . \ \ ) ‘ o
. N v R T

ot : - Tablc 6.12 o ' S
\J ! ' . iﬁh
Indices Jof MarketJ Concentration and Integra n g STl
. ‘in qu_d MlJnufacturlng ! Ry S 9 :
R v » " . :..?'f.,‘L . " . } Y

Particulars Lo Meer i aves v 1976 P &

i _A__ . - ' } "‘ ?‘ X s Vi . . 1 ° 5 Jm [ v

Four \Firm Co'ngcn-'t}*ation_Rat,ilo s &,9;0" a8 . f:77' ey
& : F ’ : = L ¥I"‘ ‘ "ft ‘\;R g\,\\“ ¢ .. H’ SN R

ndex - "'h} ” - _M’: V27 ¢ . e . 2 .18 -
v g % oy R g 'g_l.: [ R . "": . ] ' s PO , . . . ’l“.‘
“Percent Market %hare With . 4 a0 T S e k ST
Intt‘g ated Firms L 4 90 R 83 . 5 , -
. . S, v TN PER S a «
J R o . e e if‘: ‘ . e
o ' e “?&' L B "
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SUMM/\RY LONCLUSIONS AND RECOMMI:NDA'IION‘J

With respect to ﬁmrknt concentration and vcrtlcal integration I

‘in tho Alborta 1>r011(-r induqu'y, Hurnanen, et a] l derived the follow—_

< ' ' T
ing conblusions in thcir 1970 study ) ? b " o

y : } . ) M .

- !

‘ i~ \- ‘IE :\ ‘very hxgh congentration,;t thc procu;sing and hatching stagLs.' S
A

v -

S - %, hi;,h dug;"e of mm'kLt puwc_r cxhibited by one flrm tl}n)h its °
- . N .

N R . . “T' .

nje ated s:trucmrc L L e .
| ,i L BR2 o o | . o
3 A producer inarketing'ﬂ)o*rd, th“ ib slowlybloqing its bargaining

i

, - ;- ; I
b -*g powc-r through procsb sor dcquisit.ion. of gt\qﬁin;, acm‘ht]es

1
. ) L
% : ;-\In ]ight. of‘lhe aIgQVv. (onalmi,pns and consnipr'ing similar factor., ]

4 L 'd‘ ‘ ¢ “J : *

. whuh, bav'gd;ue nled 1n Lho 1ndust‘ry .,ﬂ vaww&~of thefpl(’sc_nt situ‘atlon, 3
- '%’41 ; S . ? "'r : AN -e,).‘ 'S\. "— ) , . - o '-.i‘_m’:
s 8 meavauu stauc amxl}s :can Bo m.-add N S A ' S
e . i B "51. % .4’ . ‘ . A ‘t ’,‘.-. 6‘ E . \\,,\1.

'%uﬂ‘he pmsent aixI)sﬁ inchatLd !.hQ foilowin eel,;lts yMarket bon—
: ot "% LR a‘ .
vg .

* 1

A high dégrc.e of vutflurl tmcglr;&iop j‘n\\}mtchimg ws‘uhwvér behn furg :
. o U v, N T
o ther inercased,@’ventfyﬂof f'{rm C the setond larges‘t firm in the broiler
. Y - Se, ~'¢ T o : - “/' " .
indﬁstr} L ST e IR BT B '_ T
‘ R e T BN S O P IR
o The rnpid\expaxmgorf 1n 8ize of operatibn‘whlcjl the. im:pgrated firms
) ! ! '0* ‘a . ) . ‘“\* oY &
aehilqm Lhroug,h «mergersy{r :l° achISLtlonS in 4968 has not been’ s

» L

“any sogmeqt )f the industry The markot power so achieved has, however

been }mamtm.led"é and impnoved througFG* internal growrh, especiallv in pro— ‘_
\
L 4 A R . x .
cessing and hatching facil('(ﬁ,cs - -
. . \ . : : !

’ In{egratcd firm‘A 'a'cdoperat:ive, is still. the.industry leader

Y

. R R / . } . » . .4
“ :In processing as well as hatchmg. operations, it represents 8q percent of .

| L e "_s .. .. o .

» " ( 1 ‘)r . ,. B ’ /'
: . "R.R. Hﬁrhanen, et al., ;_R Cit y P25, S .



the ‘market share. In p}'oduction,! i#s market sha%e has howavex de‘
! - 4
frqm 37 mgrcent in 1969 to 25 &rc‘nt “im 1976 Half o%this 12 per\‘n!’

B _"T \

.’ '
-:wuecion dn thc market ehare of firm A is the direct result of qlv
/

N policitm of the Boax‘ and the remainin;, ha]f is due to a cgangc in the

]
firm's. att:ltude Lowa‘!s brui]cr productipn. As obsérved in the base

L FEE
d o study, prnccsqms diroet control on produetjon was 44 percent in 1369

- Thig was lLduccd to 30 percc_m. by 1976. [ﬁ‘("a('nl maske t si‘tuation thus
” ¥ : oo
indinatos that the Board hd% adequatcly regalned its losL bargdinmg

power 1n produgtjon. The Board has 815() suc ceedod in ndrrowing, the \mcqua— '
1
: » H
livy {*ap in-size distr 1hution botwc,cﬁx independent producers. This haq bocn" ﬂ;

! ". r‘ ’

.

) dchlcvod lhrou;,h planned #iikry of new grovers an?i prim‘tty'basis of quota
v v L e ! /

"" N va]locatwns from‘\Lhe t:m:'l]YE’.*.-C to the largesr size ho]ders. ‘ ,

In feed prbcuremcnt : rcduLtion 11\ ‘V(‘I‘Ll(dl hnegmuon and stabi-~
4 . .
. : B

. ity in u :rkn' conditiony lmve melovu’the bmgammg positi()n of the”

. *mru ., B
\ . . : . r,;m\ 3 :',,
- dent firms in comparis ; ‘.Lntes,ratcd firms. ‘ ' B v R R
- C ] - e SR 3
| - v -~ SR PR
- EALS W
= A Lomparative picture"af the market concontration and. vcrtical LT
r s AN -

*

intcgr%tlon of'the £‘our segmonw at different/points in Lime iq preseﬁte\d

'\;(

“'in Table 7. 1, .The, values of the Jndex measures indicate that B?ard opera—‘

1 As cxpl mcd e].,ewher(* ‘n tho) case’ of primary production market
share ‘stands for the share in Lho sasiy thor,i7c~d quom. In actual produc-—
~tion, firm A's’ s}m*e was 23 pegfent inStead of 25 percc_ne ‘This' is because -
in recent \eam, onjaverage, 7*p£,3‘ceﬂt oﬁ he total broiler production An;

- the province come fum permit growets, »'&ermits for raismg broilers are
: xmajnly 15511ed CO the mdependent grov ers £ Firm A voruntarlly does not avail_ ‘-
: of t:he per ; i o o : S

l

7] Firm A made & comnutment to sell 180 ,000 square feét of the b(lblC -\
quota it bought from jndependent Pprouucers after the formation of the Board.
Sixty Lwo percent of the quota so acquv‘ed was sold to independent growers/
in ‘the la/afall of 1976. . . . , o
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/ ~ Table 7.1 - R
- \ . ‘ ‘ ) b . ‘
-»g S o ~ . Extent of VcrtlLdl Iatc;,rxtion and ConccntrdL:{on
L} ' in lefcr‘uh Segments' of .the Industry Y
‘ ! ' I ., Percent of Markat Sharc/ ' !
Particulars’ | 1967 1969 . 1971 1976
T T a . : '
Vm'ticul 'In!e'grn'rion: | . : B " '
< ) . . 'I\ ! R
, Ploductmn' Ownership Tntepration S0 3), 44.2 (2) 40.7 (2) 31.3 (2)
‘ (ontx(ut Integration 30.p (4). 13.5 (3) n.i.* . - 0.0 @) oo
LY . /
_ TOTAL - .58.8 57,7 40,7 31 3
/'_ Matcheries e 68.0 (3) 89.0.(2) n.i. " 98.’6&})
Processing . ; 97.0 °(4)  n.i. 97.7 (3) ,97.3-(2) -
;"\/ Fedd Manufacturing S 90.0 (5) 83,0 (5) n.i. 54.5 (5)
'\' Four Firm Concent ration Ratio: ” o
N ! v X ) - . \ / . .
AR N SR ~
¢ - Producticon } 41.7 50.7 - 46.7 - 37.0 .
. c . .- ' ‘j _ ‘ ] “ ] . ‘ |
1y Hatchérics | | - 89.0 . 99.0 nol. o 99.4
*; ’@2 Processing ‘ o 97.0 »  100.0 - %100.0 99.6 S
‘. "- ﬁ“_ Feed ‘A‘idn'ufa;“turinﬁ - ", 90.0. . 85.0 . & nad 77.0
: .. .:}{:'Imlux' o ) - . ‘ . /‘ o ;
. . L . I'] . N . ‘ .
~ Preduct ion - o8 )15 40 07
¢ Hagcheries . v 20 - .64 n.i, oA .
/ ! - P o . ' * '
Processing 2 - 033 .62 . .62 .66
. ‘ 7 : ¥ - . '
-Feed Manufacturing . - .2:2" ',,,-J 24 n.i. .18 .o
. ‘ .. i o ~.-,.~' : . . . . .+ ;&"
! — - . . L : e
- i . ' .. " ] . . . - ¥ .
, Note: Figures in brackets amc.u_nber of integrated firms. N
* n.i. represents, no"i.nfo'rm.ﬁtion. \ . ' - : .
. ' \ BN o & ) : . . .
. > ' Lt cs
. o ) o L ,
. ‘- \ y .
‘- : ' 'y ~ B !
. N o . f '/ R -

oo )
> .
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tions reduced cnnccntration and integration in production and fcod munu—

' fucLuxlng. In processin

'y

ntion remaihm arket concentracio

’§ hnvu bcen re ative]y high in Albert

'anadian poultr) industry

N

d hatchjng operatione concenrration and intc—

d integration in those seg-

are not peculiar to the

/1n Canada, their number was reduced to 95 b) 1974 Mhe same is true in the

*'-caqo of hateheries.

1
t

/

/
*
a0 '

. .
The following are the m1ln reasons fer tHe high market Cbncentra—

t

In 1961 thcre were 205 procebsing establlshmonts

tion. In the brovincc_of Alhcrta, the c00porative,charnctor of the domina-.

e : . ‘ ;. .
® tingifirm (A), cconomi¢s of scale and limited market area arce the majer

factors

1 a

. . 1y . ) ' ’ ..,"4
attributable to the high market concentration in these segments,

. N
1

» As oligopoly theory prediéts, vertical structure of the firms, in presence

of the above factors,
] : L

. .
-

ar

. ’ N . : i
SGems. to pose a formjdublc'barricr_to entry of new

firms, b \ f. .‘ - ey
‘ » . L * . ) ' ° ~ -
The pnll;leh and . necy of the Boa 'n a [egulated markv(\Sysrom
Lar h ) " ’
have also enCOu11ch toncentgd n fhes kgments.. Thc Alberta, Board
. 3 : = ,‘? . - ¢~i'
believes rhnL Lhe Lstublished\ bu?iv; llnks and thr patented‘producr
- €

‘. ,.,"'l

of the big fjrms are canducive factors for markﬂt oxpanSLOn.'The-OXport,

'

pot(ntinl of the *ndustxy has been in the range of 12 to 14 perc;nt,

athrom wut tnt‘,

prices

3

~
- .
-

e —— . P

tho (cw big flrﬂb t. be in a better poaition to assess Lhelr market re-
F

e

{

yoars.of Board 0petation, ln the case of administered

4 correct assessment of the market demand at short interval‘s of .tige o

* . v

- ) %

4

ol For details sce: J.T. Hill, "Strudture aid Concentrarion in

Canadlan Poul'*y Me
@unc '1966), pp. 5-

*‘; Statistics*GaQada fg Cit., p.4. L‘.~' N

th
1 dustry," Canadian Farm Ecqpomlc=, Vol 1, No. .2 ﬁ:
. - )

2

“

}

. - A - 4 et
. is normallv require! for ‘making ade‘tm“' in §ﬂhp - The Board conaideru -

.
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cnn\‘ﬁiurn d condue ivc tu counterac euu the rolatively\)hig) market pD}

&q&.&kecp» inventory seecks ‘;’un managéab]c llmitb. :
~’~7

' on purposés .pf policing placement hnd?'markgtings by indjviou.al
\ ¥,

) (Ih(. fowr\eqs of 'firmsg is alxo congidorud an c-u:.iex‘i r_ffi(ivnt o

N - .v--
v

~and ac (‘ul{ltL ﬂlt(‘l‘n.ltf\lk for gonera;iﬁ& weeklv marl\et plamung data, The

- above necd for mn‘l\ct. mfoxnmtion .1lon'g with othor bu‘.inesa Lacti(‘q of

,

tl;p firms .to reduce Lompetitmn seem . to haVu cohtril)uced’towards hlgh
v ' . ' . - .
mm'.kul concentration, .
‘ - b ;"‘ "L 1
.The growers arce inte ru.ted in obLain}ng the m.mimum pruduu prices
]

[ 'Q«"v :
that can hc suppor u-d by Lhr‘ narket and Lhe coqt. conditld‘m 'l'lvo u\q@l’-

. .
L]

%mcc-d ~p10u."~:snx ,.cpmt ut,-which has Jnterust,q u) prdducuon as \‘cl] s s

» t:r.-' £ r oy

Y/ U ’
“of retailers, ) ‘ ) . 7 |

to get \ompe,tltl\.. an{l q1f1x}cnt \Lr'vice ewn

, o \" . L) T I 1 .
Market Concontration Tnd Firms ' Behavlour
st ration

. iour? - Econ;‘m,ic theox) and cmp{rical evidence

; . . ‘ .

N 7
. J

. 1 - ¢ . .‘ .Y
, ‘ 'I‘ho,# licm\.ci.ng emd, o(hcr" gulatuq pu
o - . - Y

oo e ' b
market structure:- A purely qtruu_ural static ll\OdLl y.'h, ch’

B -

lgno rcs thc con-

N

ducL cVi' oligopol is th fixms is incapable of prcdlct)x g true- arket bohav-

s fhrat a hi'gh' ax
/-‘., ‘.‘ .

4
/

P

)

mark;t sh.n thh few ]firm.s as in the prosunt inauc;rw,) can lead 'tos

tac1r cullu-‘mn and entry bar Jcrs. The tabllitv of firm A' nurl\et bhd!‘e

iq indxcatlu. of Lhis buhgjour. ’I’luq as cgohomic theory pxedictc indi~~
. , : ¢ J -

-
cates lgck or. cqanpctitivv l‘i\‘leV and cxistonc f abowve ’\ormal“'prof'its.

tA;‘cord-ng to qhopherd l‘ the security z‘md"'rglatively high»i)r‘éfits...
- . N " - i Lo ) ° ., /" . . » B . »"

illard G. ShUpherd Market Power and Econonmi ¢ Welfate: An In= .o

troductlon (New Yorkr Random House Inc ) 1970) ‘p 51.
'y

- . ‘. L
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fained by monopayly position may permit and cncourage the firm to slgCken
- 1 B ‘/ i . B
or develop other forms of ‘inefficiency in the usual business sense. Co-
Y . . ) M
) N ! v
voperative firms, with their iomunity from the Anti-Comblnes Act, are
‘ L, , . o ' ,

prone to this kind of slackness. In thls regard, the previous study stntpd

- .

and proces qtng faci—

that "at present levels of concentration in hatching

lities, Jittlc-improv0mcnt~In$opvrntiona1-chicioncy chn be expected from
v . > M , . \ -
. ’ Co > ! . . : Ve . '
,high‘convcﬁtration‘ Additionnl cnntrol over the local industry by firm A
: . | o _ A
ou]d invite dutxrlnrdtion ot cx«hango efficiency.’ R

Thv fn]lowin; reasons’ can be cited roydrding thb A]b(rtd bLOllcr

non-support ot the propused NnLionnl Chickdn NJrketinf Agungy. §
: ‘. .9

s fﬂl as. OPOdeloﬂll effigiencv dnd buqinews apptoauh

- firowers"”
S e
" The Alhortn Board, 8
° 4

M

to mcut lot.d dumand d’.'v:' comvrued can be hi§ fv' 1‘atm’in Can"lda ﬁpmc ".
\ P

Cof lhu nxtulll and o«oaoHI\ fnn;ox» ar howcvv{ 1n faxour of the 1ndus— . .
'tl ’ - .

. 4
"trv. 1ho~Prnv1nvv of Albex(n hLlU 50N peTCtﬂﬁwa "thre Ganadlan marktt in

’I ) . / R “,

/1968 1ﬁ% 6.2 pclgont in 1976* A fastut growth rato in‘marke: dcmand ia
v 14 1 g " 5&
nusvd by 1mpersonnl markct foxcee such as groth inlpJp lation axd

mainly ¢

¢

per Lapxta d;spOsablc income ., kéeping in view the cost structuru, f;kenh'

vluilt\ in LhL Athrta market -are cd%petitivc'with/ e’ rqst\of anqda. 

) \ o

cost reduclions'rosu]ting from full capacity.o?oratidns are, howc?er,fhétﬁ

5

pnqqrd on bL(dU‘U of monopgl) power% h\;niuc sctting“”ﬂu:fcilowtng nhrce

main fuctux* LOﬂLl@bU!O Lowgrds economic rent tu brOiler gxnwerb fromﬂhﬁﬁivﬁ

. . i ; ) . ro “e u
businéss operntiuns s ‘ o T : .,'A- . Yy
: ” > - —\ . 3 — . 9 : >
I Opcrntanal LttiLxengv Lhrough fu[l Capﬂcity use Qf the exisLing .
o . .- : ". - ‘q, ‘*Q - h ‘
: . Co ' *, . :
1 av iliti\»s L . o )
N ) t-‘ ' e v )
’ v s . : ‘ /
= o« =
. - :'- '.1 ) .A . ). . g . N . , A"‘ -./ - ‘ . o
™ - " ‘R.R{‘Hurnanen, et. al., Op. Cit., p. 1. S -,
St - _ = e T co Co -
AN - ‘ o

.- . ‘ o, e : . :
. ta. AN ! . . s
. RiaY . oo . - . . c.
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2. .Monopoly powers in price settfng and supply adjustments.
S : (
| - ) '
.3. Natural und.economiq-énctors-qf comparative advantage.l ’
" - .o 1
N '
e .
-’0?
N .. )
; ¢ . :
. ‘B ) ) |
o : , 1 ? . |
' A ~ . , ]
_% ) | ; '
e . @ . ) : . :
. o . _7; -~
. :A
.o o '
Coe ) w . :.
. A .
.'4',, oo ,
. G O
. - . ' - .
-‘Q . [EEY
y ¥
N \A’z °
w o
St PR | .
~ K
f‘ - '
N
'8 | .
" ’ 1 : ‘ L. . .‘ . ‘vn '. r."l '. _' - _.! *
o v The freight rate on inbound'gbods 13, relatively higher than that'

#°0n outbound. "In Alberes-

v ing faster than in the rést@df Canada.
_advantage

population and per capita disposa
_ There are comparative locational”
s to Albere,, wiolesdlers do supply<thelpgéducc'gnfadjoining parts
of B.C., the:Yukon and quthwest.Te;titoriesL.Tﬁeseffactors are major con~
- "sidergtions for broiler producers who feel the
* - to fully benéfit,erm them afcer join

ing the natipnal marketing plan.. - -

. . . . e ! . R . A L A
“\'/ . . v , . ] , Y . » S .
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y e R [
Y . L B
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le income are grow= -

y may lose or will not be able

s
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‘ ' Recommendacions ' ' - S
. .
' With respect to the tructural variab}es considered 1n the' study, N

. . o ) \ .
market dovc’lopmcmts in the prc&luction and feed manufacturing segmonts o

B
-

have been consrructivc. In the case. of tho proccssﬁ\g and hatching svgmenta

however, the dtmpoly and triopoly market situation wiLh asymmc.try and

. \ .

stabllity in Lh(‘ market shares of thc fj,rmq ig\m]ve implicatiana of 1ung
W

X “term maxkct; groth and resourece .1llocation. Recdmmendnttqﬂs for ‘consider- ¥

.

k]

g ati’on by the Board aré¥ therefore madc conccrninp those ecgmen-t:s. S

-
) .
o i

l ! : ~ In both scg,ments, high market concentration haq been maintnimcd

ot B L
) by 1ntcmal cxpdn_,lon. The mainronanu and expansion of marlxet s}chs . ;‘f
l( . .

. a « . : \ ; .
.Using, 1nternal *rmh str.tegy is cbnsidercd a deqira ]e form of marl\e S .

A a

& ‘;' $ K .
o /a)rp,

'e{ffluicnc.y. 1n- the highly concen‘t ratgd sepment:s the - implications

"’,de\clopment. ﬁs 1§ béc:ausé,it maintain? and improvee com[l)etition nnd :

4

116\Jev}:°r" «on']utuml ‘Smu. the inception of the Board, Lhe vnlumo of L .
& v ﬁ L ' . ’Qc ‘} ) N

,bxm]er business has. alnost doublcd I‘hig"':in%rease has bec.n prunari]v N -
& ' - e

..bsovbc-d by the. hlghly concentratcd firms In parcicul.n firm AMs min~.~-‘~

- . -

e .1ined its 80 percent markct’ qhm:c in pmcessing z}nd hat,ching oqperauons‘ \ 3

» o © “ v S A -
S _;’ﬁ'ﬁis matLer houhf*be reviewc.d by the Qoard o om SO SR .A AN
, . . t . } . o T v

S ” The Board prcsently néeds to think about! the - future, direction of © o

, tho 1nduq1ry. In the Cal‘gary and Let’hbridge ,markx.t arc_ds whei',hruwere

-
*l

11Lc= a]]y have no altexnativc, pattronl,izatmn of a cooperative

v .
r, H -

oo

a pxogx am- to enwurage°\ ntry of new proﬁessing ‘and” ,hatch‘lng firms in th7se

poqsession of: four-—fifths of’ the total matket share, the/éucceqsful in-vf

croduction of a new firm will not be an easy taqft The }{oard however.. 4

i

have to take the [initiative sooner or later in th? &t interests Qf the

R | L u . — b . !
N E T N

ARROEE e e o B

v /‘ " ’f? L
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.~industry. Thq Board, with the\support of the Alberta Ag’icxllrﬁral

. ’ . «
Products Marketing Gouncil, can make use _of its market regulatory power

a’ ¢ B
to encourage entry of new flrms. ) . : '
’ ~ L . ) :
N\ ' Orderly planning-in this direcfion 'would provide the Board with

- gre'a:.er; equality in bargaining power in the coming Years. Economic theory.
N 1Y . . v N )

and vmpiricnf evidence suggests that high business concentration and .
ﬁmplipd ﬁunquly power can prove delrimcntq‘ at any timg. In this regard,

a previous studv states that company offirials and policies change. over

tim-, and these changes mav be efther beneficial or detrimental to the

industry. The possession of a large degree of market powver may.tempt

sonone, sooner or later, to usce that power for.a particular advantage.

N . a , .

Hurnanen, et al., Op. Cit., p.al6,

\

"N\
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W8 Qunsmo&mma ﬂ nnomm caowsns :m ALBER’J,‘A e
i » ”
(NOt:e. Informtic:q will. be tre ed

»:. J_ y confi%ntially for res'ea ch( purposes only) . b‘ o

s Name R o Poatal Address S RN i

3 haii
! il A3

; Market a‘rea you are in Edmonton s Calgary RN Lethbridge <0 —
How Iohg heve you been a broi.ler grower? ° - (Number of years) N
Do YOU grow broile’rs on a,seasonal *  or year Youna _*~ operation? o ‘I '

What: percentage of - your t:otal net: ir;come\:[s derived from broiler production?

Total square feet of autﬁorized quot:a in' your possession . 1975 © 1976,
', A You enter‘ed the régulated broiler mat*eting syét_em by ' :
. (i) Qu?ta allotment by your Bﬁard Year 19, Authorized quota * — v‘sq. ft':.

(ii} l’.trrchase of fecil,;[tiee i Year 19, Authorized quqta ﬁ ~sq. ft.
".(i'ii) Leasing cf fac‘lities . Year 19 - Authorized quoca e 's(l. ft.
" (iv) ‘Some combination of above" three.. B} i .. OTAL QUOTA S sq. ft. " )
. .'B. Some Information abdut other segmpnts of the broﬂer industry you deal with
S SN

- ! ) . A ' . hd

— ,

TR T , : Ihfortﬁéfidq per‘taini\a'g.’to:

f.'.Indqevt_ry ‘Se,gment_* Voo e Yx.of firse, quota - 21975 ‘ 1926 ‘
AL RN . . - Source B X me Z". S,ouru_ ./

e o - - - _.-.‘—-_.,...-4_.— .

'Na% of- your usual hatchery(:,) r o . e T
FJnancing of chicks by S ) o '
ST ©' Hatcher¥ N R iy
' . Bank “ ~ e

VO . self (cash) .~ L L

R . i)

'”ﬁ%iie"'off f’ﬁéﬁéi 'p"fSéé'ssbr sy T R 1 .
. A £ . A S
Your usual’ feed dea]er(s) . R s A
(Trade ‘hame. and address) A I . ! o .
Financmg of feed \by . ’ : ’ o e S
\ . Feed dealer o e e

R S L TS
L seis (Cash) N S % e \

- Yo g o - g!:s'.
* 1f you have indicated more than one source of chicks, f®ed and fmancing,
.please 1ndicate the percentage obtained from each source., -, . - e




o & w ~ i ’ & . . ’ . .. .
‘ . v . . o) - f“. » . . v
RN / B ’ ' . :
o ' o ' . N . 92‘;/f
K ’ . \ N N - - (
L. More information abput your experienceb in the broiler industry< : .
ﬂ'<. Have "you ever peen a’ contract grower’ Yes . .No : )
If yes, which years? 19 4 to,19 i :
. ﬂ 'o . L]
with whom? - L ‘ L

tO»yOu"Yes _ No
L} ' "

ng the oﬂportunity, . C

E Have you ever refusad qu0'a offer

S . If yes,. give reasons f0r not
L t

» v “ T ‘ ,‘ - : e . . ‘. . . O :

-

D Financiﬁg of broiler barns. and equipment._.

(iD Initia' facilities ; ' 8q. ft. Year of Conqtruction 19 e

. ) '.

LA ' Financing provxded hy. Feed dealerK Bank 4 F.C.C.

!

“Any other . .

I . : ‘. ‘ N
* iW Interest _rate _ . Repayment schedule, etc.

L) -~ T ]
N .
(ii) Additfons or renovationL (1f any) Year 19 2 o '

»

Einancing'provided by.
'Feed dealer __* Bank ____ F.C.C. _' Other

71,/ . — . ]

. Iﬁterest rate i __ Repayment. schcdule, etc

E Also ind)cate your opinion about the follow1ng aspects
'.;“4 -(1) Prefer replacement sycle: -9 weeks a 10 weeks e Coobiﬁation e

\. ‘o
(2)- Performaﬁte of your Board: Poor Fair Good Excellent
‘ - o
(3) Proposed national agency In favor// Not in Favor’ Undecided

.

W111 accept k.atever Board decides

NOTE: PLEASE RETURN- THE QUESTIONNAIRE-AS SOON AS, POSSIBLE
, ) K ‘. . - , .o " n
7+ .. THANKS FOR YOUR ASS1STANCE =

R

. c G.S. KHERA, Research Assistant
" e , ' - Department .of Rural Economy °

. - ! . ) University of Alberta

’ R - o S Edmonton, Alberta-
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\ BT BOARD REGULATIONS FOR EFFECTIVE SUPPLY .

. I

o - “MANAGEMENT IN THE BROILER INDUSTRY
‘ .
! . Apgendix B-1

1. Basic Quota Control

& a) Basic Quota Allocation: 2 ;, ‘ ’

' .8 (2) Where the Board consiaers that, the general marketing!condiiions
' : : : s, : : “ .

warrant that a furtheE marketing quota should be established, the Board.

|
shall consider all applications réceived and may consider the following.
\ .
*® 4§he existing or propoqed production facilities of the applicant(

(3) Where further marketing quota 1is cstab]ished it shall be

allodated in thgbfollowing manner :

.
’ .

65X shall be offered as ipcreases to applxcants who hold
. . / : .
existing quotas. . Lo S o "\\

it

35% shalllbe offered to new applicaués providing always .

that no new single appllcant shall receive an initlal  w

T

quota in excess of 6 009 broilcrs per production cycle

e when the quota is- established at 1ooz

-

; b) . Quota transfers

11 (}%TNO registered produeer may transfer all or amy part ef a mar-

kcting quota.
\

g
(2) No remunexation shall be paid or received by any person in &

. consideration of the .alloting or the fixing of a mprketingﬁquota, and no
_I ’ ) . oy - ' T . .
i . M - - v \ ’ ' ) )
! . :
1 Extracts from Province of Alberta, "Alberta Regulations, 354/72,"
The Alberta Gazette, Vol. 68, No. 29 (December 15, 1972), pp. 1125-1136..
2 See: Appendices C-1 and C-2 for more details on quota policies
of the Board. o ' : : ,

®

N
A



S R

‘marketing quota my either directly or indirectly be bought sold or

-,

.
.
!

A d

Y

leased.

,’ ¢

Y

(3) Notwithstanding anything contained iﬁ%

'V‘regulations -whereé .

‘a registered producer intends to sell, lease or, otherwise assign any pro—

W #

-
duction facilities in respect ‘of which & marketfﬂg quota has been allotted

herein, and the puqthaser, lessee or assignee wishes to engage in the mar-.

keting of the regu]ated product, the Board,may cancel the marketing,quota

of the registered producer so selling, leasing or otherwise assigntng and

may at their discretion allot to ‘the person sd4acquiring the premises a

I :
marketing quota in respect of those premises. o . _ : y

(6) if a quota is allotted it may. be the same as, or greater, or i

'smaller, than the quota previously issued in respect of those premises.

Pﬁ’ '.l

(5) An appiication undet subsection (3) of this section shall be

: \
made prior to the completion of the sale, lease or assignmept of.ghe;pre-

mise®, but if approved, the néw quota*shall not take effect and the old

'quota shall not be cancclled until the completion of the transaction a d ?si*a

14,

the filing of such proof of the compfztion of the transaction as the

Board may require. , )

?

f(6) Where a marketing quota has been issuedbin the name of a -%
limited cowpany, the Board may revoke the quota if there is a change in’

the berieficial ownerst.ip of all or anynpart of the shates in that company.

i
'

.

Appendix B-2 | T

P

2. BSrketing Quota Control

. j’g ' :
- 10 (1) Notwithst ding the.provisions of section 9, '.! Board May
(

vary the marketing quota . from time to time as warranted by a change in the
. ‘ ki ) /

marketing condeT;;s, and thereby lower or increase the limit on ;he number

. Pt i t - Sl

Le

[
-



rized nunber of square feet.\in tho" L

placement made after a sp@f%

ing by the Board prior. ter th

(N No registered \*:oduce‘ y-a"!’t'et"his authorized eplacemnl.\, _
cycle as established fraom time to timg by the Board without obtaining

I
gr{or written approval from ‘the Board ‘

(8) A registered producer shall give the Board four (4) weeks

written notice before discontinuing the production of tﬁe regulated pro-

duct pursuant to his authorized replacement cycle. A . L

(10) No registered- p‘roducer s):all-market broilers ex.ct!pt as- are
!

I

produced in the authorized growing premises =in-v'tespect of which his market- '

ing 'quota was allotted 'unless otherwise authorized in wri'ting by the Board.. .

(12) In addition to any other grounds set forth herein, the Board

‘may cancel or vary a marketing quota where the 'registered producer to
! ' s - : .
. - N

whom it was allotted; -

.'(a) has failed to observe, perform .or carry out the provisions
‘of the Act,, theseziegulat‘i‘ons,, any lawful order of the Council
or thd Board. |

13. ' (1) No gerson shall be entitled to market, process, Apacl‘c or store,
cause or pcruit to be marketed/, processed packed or stored any of; the
-regulated- product for consumy#ion or res\ale. within tbe Province of Alberta
eﬁept pursuant toi a marketing quota, peruit or exemptlon granted by ‘the

" Board.’ |

.



regulated product shull eonply with directions gim from tiL to time by .

i \ L . I
A the Board : C : . e

a) /Data RecLuirements - w .- .‘x : L

llo (2) &ry liceneed proteeedr shall preyare a statennt at th'g end Te

o of uch weemhwin the nme address and regietration nunber of each

Cd

registered producer from whom he received the tegulated progact the nun-
!

\\\\\her of bxoiie.s re”eived, the nuﬁber of pouﬂiﬁ liveweight of the regulated.
product. paid for, the ﬁtice paid therefor and the. amounnwof setvice charge 'i

deducted for the account of the Board for each registered product. o
&

(3)° The statement refetred to in subsection (3) of this section and
5

» - the monies 8o collected shall -be forwarded in time to req«.h the Bo

~ office not later chan Wednesday of thé week next succeeding
. ~ i

b7 16 (].) Every licensed hatche.ryman shall prepar.e a 'statement‘ at the

i

. end of ;each week showingthe name, addréss an*;’egi's'tration nun»ber, if

allotted, ‘of each person to whom he has placed sold ' or delivered the |

. £
. regulated product, the number of hgilers paid for, the number of spares

-

delivered free, and the dat)pd which each individual shipment or delivery
was made te each person and thif staten{ht shall be fowarded in time

&
to reach the Board office not later than Wednesday of the week next

eucceeding. .
(3) Eve licensed processor and every licqsxSed ul}s)lesaler s‘hall

- prepare a stat&nent at tl'& end of each week showing in pounds the anount
of b.roilers_ imported from outside' the Provi_nce, th_e amount of broiler

‘exported to points odtside the province of Alberta, and the amount of \
|the reguleted product held by him in-invent‘oryiregardlees of where the |

said inventory is heldlvwirhin_the P‘rovince of Alberta,' and this statement

a—— .



.

'-han be ﬂlm in :mn to reach du Bonrd office ot lﬁqﬂlthm Waqms-

) . . , » .
dny of the wéek .ext aucceeding. ‘ LI : o - - _— %
. ., & » I SR
ey : . ",‘ i - "‘, ] e
P Q - Appendix’s-3 - : : .
3. Issue Licenses and Raise Funds’ ' ) *
a! uue Licenseé '- - o - : "_ o » "'\ \‘
2 (1) No producer shall be usued a m:keting quota or a mrketing ) ’ ‘a

- permit uithout first hfaving .begn.regictered. with _tl_\e Boatd for the’" qur--
rem: year. 1/ . -t : ’ | 0 &'

(2) Any producer shall apply to be registéred with the Board upon
receiving a réqueat. to do 8o b& the Board ®

& .
+3 (3) No _Li,cence may be Usued to 'a producer mless the pmducex is

T & :
! .

& registered producer. _
' (1) A-sgpﬁrate‘_liceﬂte‘ ghall W& obtatned for each pregise; bul 1d-
tng, or place of sfo:age ‘ajﬁerated,pfovided tﬁat in the c&ﬁ of var'regis-
tered producer, one li‘cem‘::re only shay.' be‘r r.e\q.uired for each busineso; unit.
" .;T,.(;). gym..,,,umu_w,b;y,.ﬁche“joa,tdﬂﬁhail__exp_ire.-gn,Fhe._‘llé..t day :,,_,,ﬁ,,-.,
of December of the year issped. ' . & \/, ' |
3) Whet:el any person qperat.és in more .Athi‘m‘ one capaciﬁ ‘a8 regis;
tered pr_oéucer, processor, .t’ru;:k'e‘r, warehousér, wholesaler, or hatche_'ry-‘v‘
man, he shall apply. to the Boarvd’ 'If'o;' a licence for each such capiéiéy and EE \a
shall comply wich all mqu{remngs of the édard that apply to his opera- |
tion in each fsu'gl{ ca;I)aic'ity’. | B | R
(4) No licence 1§sped by the Board may be transfoqmed.' X |
6 (2_).‘Ihe Boari may suspend, Eevoke»or refuse to renevw a licenc;:

for failure to observe, perfom or carry out the provisions of the Act,

the regulatioys, the Plan or aay lawful order-or direction of the Cguncil

" or the Board. o 7
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. APPENDIX C

- QUOTA ALLOCATION POLICIES OF THE BOARD : SA&
Appendix C-1 ,
] 1 MK ]

Quota Allocation Folicy of 1972

No new QNQ:QS wv:glaliovatod for ‘ot marketing in 1972, Ncev

\.. .
quotas had becen nl]ovnt??FTh‘ﬁhg\x:s:}ou~ three years, Int view of the

slow sirles growth and intgrprovineial marketing situation inieffect in

. e .
1971, the Board decided not to allocate new quotas for first marketing

4

in 1972, The decision to allocate and notification to growers is done
. 2 -

the yveor bofore quotas are allocated, .

Market coenditions dmproved in 1972, therefore the Board decided

to increasc the quota by ahout 87 in 1973, Offerings have been made to

13 putentinl nevw growers and to abont half of the existing registered
growers for a new or increased quota allocation L;\pnmc into effect some-

“time in 1973. The exact date of the new allocation will be set according

I
to marhket conditionsg. , -
. 4 : \/}

The Board revicwed its quota allocation policy at the request of

, . : : |
the Albcrta Agricultural Products Marketing Council. Following the reivew

the Board decided to revise the policy. \ .
S ‘

Manv hourd in and out of Board meetings by all Board members were

expended in develoring what is hoped is a fair quota zllocation policy.

'

’
The 1973 new quota allocation will be made according to the following

. ] A Y
policy as approved by the Alberta Agricultural Products Marketing Council.
: : : < v

-

Extracts from The Alborta Broiler Growers' Marketing Board, The
Sixth Annual Repert (Edmonton: AAGMBE, November 19, 1972), pp. 9-10.
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Marketing quotas will $¢ offercd according to, the policy that

follows but before quotd is issued one square foot of su&table groying

space per unit must bg available in the case of broi]er'chicken an .ons;
half square foot for roaster chicken. GroQors will be given-a Feasonable
period of time to construct this space before a quota ;fﬂlring is with-

- v

drawn. The length of time will depend upon the time of yecar, the circum-
stances of the individual and the need for'the'product./
Growers will be offered either broiler chicken or roaster chick n
quota but no: both at the same time. Some growers who have a broiler
, . . . r \ .«
chicken quota will be offered a roaster chicken quota, however, the Board
‘ :
« will attempt as much as is practical to kecp production facilities for the
~' ‘? .
two classes of chicken separate forJdisoase control considerations.
Initial roastzr chicken quotas will be allocated on a regional

p

basis, accerding to rho ;ntijurcd derand for prcdnct in th» three mavket-
! '.' centres of Lethbridge, Calgary: and Edmonton. No fegional considerations
- will be taken into account in offering broiler chicken quéta.
Inftial offcrings'of roaster chicken quota will be made to growers
‘who have marketed roaster chiékon under permit to tﬁc Board on‘a regular
‘. Ll L]
trasis for the past three years. Initial offerings to these growers will
Le based on the hicroric production of these growers.
All other new quota offerings will be made to twovclasses'of grow-

ers as markct conditions warrant in the following manner:

A. Quota Alloration to sew Growers

At least 357 .t the total of each allocation (broilers plus
‘roasters) to be offered to new growers as follows:
(1) In lots oi 6,000 square feet:

This will allow thte marl:eting of 6,006 broiler chickens or 4,000
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roastingléhfckéné per cycle when the marketing quota is set 5;
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g _ o o
(11) In order of application received in the Board Office beginning at
‘the commencement of Board operations. In the case of roaster

chiékéh.qﬁbtn;‘loCation will also be/:;ken into account. As the

[

time of offering or within a reasonable time thercafter (at the

discretion of the Board), the succeééﬁhl

~(a) own the farmland and facilities wher'

S;)

1

plicant must:1

he will raise the

regualted product, or else have a g term lease agrecment

/
for the buildings in which the birds

will be raised. )

4

(b) have facilities-entirely separate from any other facilities

used to raise the regplatod‘prodyci by any other registered
: : o {

grower.. _ _ i
e S . ’

derive Lis major net incoind from farming or sacisfy the Boand

that he will eventually derive his major net income from'

|

farming.

-

C 3_"., »

QJ_Qquﬂ_ﬁjlocation to Existing Growers

1

'QFPriority rating for the balance of each quota to existing quota

! % holders:

iun lots of 3,000 square feet offered in the following order:

"
'

{ . i 4

(i) Growers with quota allocations continuously sinée 1966 presently

, less than 10,000 square feet in order from smallest presént quota’ -

. under 10,000 (16 growers).

1

(ii) Grovers who accepted their first quota in 1969 (7 growers).

]
1

If a potential new grower is unable to satisfy these requirements,

the Board in its'dincrefion will either remove his name from the list of
applicants or leave it on with no change in numerical position for future

consideration,
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- "\\ﬂ i ) ' ! .
_ feet in.order from smalleet.present,quota (21 growers), . - ..
i ‘ )

'
| L

(1v) Growers who accepted’ thelr first quota in 1970 (7 growers).

» ’ : »

(v) Growers at e ‘than lS 000 square feet and less than 20,000

.
t

square feet in order from smallest present quota (13 growers).

s (vi) Growers who accepted their_first quota in 1971 (7 groyers). |

X i (vii) Remaininghgrowérs in order from émallest to larges; except those

"y

.....

‘growers).

C. General.Rulés

a

(i) Each time quotevincreascs are offered, prcecnt quota hélders
. o . C . S
have not taken advant:ge of a previous offer wfll be giver the
¢ " . \ . .

opportunity to take up these previous allocation offers. Notwith-

'

standing this, no grower will be allowed to accept more than two

of ferings at any one time.

i
\

(ii) The rotel e@ount of quota offered will depend upon anticipated

market demands and will be at the discretion of the Board.
. ‘ ot I v . ) . 3 o
(iii) In the.event of ani)change in ownetship or lease agreement, the

quota affected automatically‘reVerts to the Board. The Board in
z . . .
v its discreﬁion may or may not reailocate the quota to the present
or the new owner or l-sseéd. ‘

a -
.. i

 (iv) Marketings from new gota allocations are to éommence at a timé
g q ;

the Board considers is warrented by'harket conditions. '//

7
/

As well as increasing ihe broller quota base, the Board is embark-

ing on a regulated roaster chicken \blrds over 5 and 1/2 lbs 11vewe1ght)

J
. [
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program. Roaster' chicken marketing quotas will also be alldcated accoxd;

- e m —- FS S U U N

ing to the new'policy. !
. .

. ; ’ . ]
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THE PROPOSED QUOTA ALLOCATION POLICY or 19761 Ty
A. Round Threezl S ‘ v ‘4'.‘ | H, ' . '.”l -t T

1 Continue the third round of quota increases with an offering of

« 3, 000 Square feeéxto each grower in ‘order as.listcd on the Board ]
priority list. The first offering will be to the grower with

priority listing number 22 Nos. 1- 22 have received offere for
° an incrcase 1% 1976 S o ‘.- R _\,

2. Growers with alcredit 3utstanding will'beAgiven the Opportunity to e
'-‘use that credit only when they .are offered a quota increase.‘The ‘
maximum increase gﬁﬁ:wahle will be 6 000 square feet 1nc1uding
»credit and new offering, Offerings not accepted wiln be issued o

as’a crcdit for possbble use the next time the grower is offered
' . _ » .

a quota 1ncrease. v o . :
B . . N . ' o ! v

3.vNo grower will be offered a quoté“increase\if helcurrently has

\

allocated a total of 37 or more of the outstandlng quota.!

4 No new growers will be of fered quotas 1n round three

B. Round Four Yoo ' ; , ‘ :
- : s : . N oA
T T g : e _ v
1. Priority listing to be reworked to a strictly numerical order
beginnlng with the Smallest quota holder and‘ending wlth ‘the’ lar— LN

/

R gest quota holuar_that has,less.than 3% of the outstanding quota.

\ !

* In-the case of identiéallallocation, ratingsp&ill be;adjuste with_

!

! This policy is Suo]ect to approval by the Alberta Agrlcultural .
"Products Marketing Council. Source: The Alberta Broiler Growérs Marketing - '
: Board The- Tenth Annual Report (Edmonton ABGMB, November, 1976), p. 9. f

2 The " growers who were alloted quota at the time of Board formation
in 1966 have received -two rounds of quota offers up to 1976

]
L.
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prgference to thqlgrowe 'who'placed ghlckk uﬂder quota for the ' -
- e

first time on the earliest date. p..

offering to new zsglications.

” !

New growers w111 be offered quotas of 6, 000 Squdre feet plus a’

.
special credit of 6, 000 square feet. ‘The new grdwcr will be given

R

- the opportunity to ‘make use of the special credlt each time there )

is a general quota increase. When the new growers reach 12 OOO
square feet they will- be considered as existing growers and

placed in numcrical order bn the Board s prlority list for quotau

’ increases AllﬂgrO\er hat now. have - quotas =hould ;hen hnvc had

feet. ., , SR SR

the opportunltv to have an allocation of at 1east 15 000 square

.
o . .
2 . s

X - . | o
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APPENDIX D '
o - CUMULAT/LVE PERCENTAGE OF PRODUCERS | o -
-AND/AUTHORIZED BASIC QUOTA FOR
‘ 7‘DIFFERENT'SIZE GROUPS /
. a \ . '/ .
]
. 7 : A
R 1967 1971 1976
Quota % of % of - % of - %z of ‘% of
.Square Feet Quota Prod cers Quota Producers Quota _?roduce}rs
Independents . .
‘ ' ) k ‘ N ! . .
“up ‘to 6,000 5.2 " 23.9 6.6 25.0 5.4 20.6
) . ’ . . g . " I . k .' i
" to 12,0 9.0 58,7, 22.1 62.5 " 15.8 45.6
up to _\OOv]'9 . Pt - '
up to!18,000, 33.6 -  80.4  32.5 77.9 - 3146 | 70.6
up to 24,000° 40.7 88.0 40.2. 86.6 = 442.3 82.6
I S « ' "
~up .to 30,000 40.7 88.0 45,9 914 49.1° 88.6
B . . r :
up to 38,000 42.4 89.1 51.5 95.2 54.1 92.1
up to 48,000 46.7 91.3 53.6 " 96.1 58.8. B4.7
up to 60,000 54,9 '94.6 | 55.9 97.0° 63.0 ! 96.4
up t0.72,000 54.9 - .. 94,6 - 55.9 97.0 65.7 97.3,
. . X \ N . ) ’ - . - .
. up to.84,000 63.2 ' 96.8 59.3 98.0° 68.7 98.2
. Integrat_org
upito Firm C 68.8 9709 64.1..  -99.0° . 75.1 99.1
up to Firm A 82.1 99.0 | o
o S 100.0° -~ 100.0 100.0 . 100.0
up to Firm B 100.0 100.0 VoL .
‘ ’ . !
) N . - ._‘ i -
\ .
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APPENDIX~E

AVERAGE QUOTA HOLDING, PERCENT MARKET SHARE AND
PERCFNT OF IVDEPENDF\T PRODUCE$S IN DIFFERENT SIZE GROUPS

! i . ' ‘ "

Size Coﬁstgnt Size Claséif}cgt{on- Cohstapt Share Classification
Group 1967 1971 1976 1967 1971 1976
Avérage Quota Holding Square Feet ’ ) ,

s - 6,750 7,840 7,860 6, ooo 7,040 . 8,140 '
M 15;500.' 16,700 16, 350 12,200 s 12,140 15,640 ”
L 32,700 29,000 28,300 21,740 20,700 23,900
XL 57,300 59,900 '54,7éo 43700 35,490 45,400
W 13,680 13,400 ~ 15,900 13,680 13,400 15,900

| | b, Num$er of Producers . |
s U4 (30.0) 65 (37.2) 53 (23.0) 43 25) 50 @) 56 29)
Mo 27 (3h.4) 25 (30.5) 43 (38.7) 25 (25) 29 (25) - 29 (25)
L 1(2.7) 9 (19.2) 11 17.2) 14 (25) 16 (25) . 19 25 -z
XL 7 (32.9) 3 13.2) 7 (21.1)° 7 (25) 7 25) 10.(25)

\ L ! ’ . |

. TOTAL 89 (106) 102 (100) 114 (100) 89 (100) 102 (100) 1¥4 (100)

}

Note: Figures: in brackets are percent “of. market share held by pmoducers in”

each size group. .
e,
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. APPENDIX FY .

ESTIMATION OF GINI COEFFICIENT USING LINEAR
£ o APPROXIMATION METHOD ‘
The Gini Coefficient is the ratio of the area betweep the Lorenz

i

Curve acgqaliy ohserved and “the diagonal line (area C in Figure F.1) to

! the triangﬁiar area beneath of diagonal (area C + N in Figure F,1).

»

- R

) \
Gini Cocfficient ~, where C + N = 5000

The Gini Coefficient can be calculated by estimating area N. The
A

mathematical derivation of N id our example will be equal to:

i=1

‘//é!-‘ ‘; o

SIS
~°
=]

- P Qg + Q1)

f - ' '

'whqre: Py i "the cumulative percentage of broiler producers in the lowest

7]

.ot .

+  qupta size group. T ’
Q; is the cumulative percentagd'of the quota in possession of the.

lowest quota .size group of broiler producers.
m is the total number of size groups, and ' X

i ‘!
Py =9 =0.
N , o , .
e S
St o - E . ' - o !
: 1 The contents given in this Appendix are mainly derived from: '
Augustine, Y. Bobe, "Income Distribution in Malawi." (Unpublished M.SC.
thesis, Department of Rural Economy, University of Alberta, Edmonton,
1976). : . - " N ’

4
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Cumulative Percentage of Basic Authorized Quota
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Figure F.1
" LINEAR APPROXIMATION OF THE' GINI COEFFICIENTQ'
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The area of N can thus be calculated by estimating the area of m trapez-

iums. Area of a trapezium = ~ (distance between/parallel sides of trapezium)

h " ,
(sum of the parallel sides of trapezium) j

" " In our example, the distance between the parallel sides of the tra-

pezium will be equal to the difference between the percentage of broiler
!

producers in two adjacent size groups. In notatiom form that can be indi-
I x ' * '
cated as:
i ‘ ' T
- i . N
Pi+1 Pi ' . . C

-

The sum of the parallel sides w111 be equal to the total of the percentages

b e

of quota in two adjacent size groupq In dotation form that means :

w ' - Ty
v . .
e U T Y o ' 1 .
t l : : T
M= )7 Py - Bi) i@y, +Qp, and che Gint Coefficient
=1 ' ' '
¥ o ] ‘
(Pipg = P Q) +Qy)
g I O _

5000 N : ‘

.

- 'The use of actual 1976 data ffqm Appéndix D will énab%e a better

understanding of the above method. .

]

R

N=. 2| (20.6 - 0) (5.4 + 0y + (45.6 - 20.6) (I5.8 + 5.4) +
Lo . ’ ' i
 eeeeaeee + (100.0 - 99.1) (100.9 + 75.1)
, ; Q . N . .
By substltutlng the calculated value qf N in the formula of the Gini Coef-

_ ficient, 1% value can be estimated.



