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 ABSTRACT

L

~The potén%ial‘forqunadiun“forkjexports—to4ﬁ_waacificm~~
rbgion of the United States combined with market penetration °

difficulties were analyzed in this study.

st

The Ptairié/Provinces.have the productive resources to
. { ‘ | . - :
produce'a total of eight million hogs per year. EXcess

" capacity in the meat packing industry is sufficient to

support this production..
‘} . ) ’ t
‘More than S0 percent of Canada‘'s pork exports are to .

the United States, accounting £of approiinatelyn16‘percgnt

of .U.S. pork imports. Canada's exports of fresh and frozen
. 3 ‘

pork have increased, vhile the relative share of pork

exports in the processed form continues to decline.

The Pécific region of the United States does not have
the prbdnctive reséurces to satisfy cbnSﬁler demahd for réd<:
leét._ The region's population exceeds}Canadd's by S}liliion
people. The a;eraQe consulér'sbincone eféeeds the ajerage
~ Canadian's inconme. Assnliég that. per c§pita-potk . |
cbnsunption in the pacific'rggioq ¥ill eéugl the U.S.

average by 1980, total pork consumption vould increhse 426

million pounds.

Market variables influencing pork exports: from Alberta

ind'saskat¢hevan into thehpacific_region_vere tested using

e

L iv
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-.“

nnlti-iariabre-Iénear‘analysis and-ord;pary least sguares;
‘The model was supplemented with personal.intervievs"uith“

n e-.b_ers of the ,-e_a_t__',indn stry ip the pPacific A,:e.'_eien__- '

Iptervievs considered the exchangep phySical, and."'
facilitating marketing processes. The concept of forward

contracting a stable snpply vas also investigated.
- . ‘

significant market variables influencing Canada's pork f‘
exports into the study area uere farm and .Wholesale price |
spreads between Canada and the United States, and pbrk (
stocks in Alberta and Saskatcheuan.' Based on the
intervieus, it vas‘concluded that bacon, sausage, and saldni
nanufactnrers and firss purchasing portion control cuts |
would forward contract their supplies under severpl

contractual agreements. Continnity of supply is the najor

trade inpedinent;

The Prairie Provinces can provide product -delivery
ponparable to the nid-western States, and'have the
productive; resonrces to fulfill the ‘matket potential of an
additional uzs nillion pounds of pork. However, u.s. D.A. ?
neatsgnspection at point of Jdading, 1nproved financial v
arrangenents vith neat pagcnasers in the Pacific region. and
forvard supply connitneﬁts ‘will be necessary if canadian }.'

<>
suppliers wish to participate in this narket opportnnity.g ,!’

&
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R . production ror grain disposai. ~nirect(9rein sales “p the

ol*-:providing an outlet fqr theif grain inventories. Of the ‘

L
“
‘l N N v_

Agricultural producers in the grain sector nﬁilize

‘_L~Ganadian Hheat Board undEr‘regulated quote As th 'first .

‘alternetite. Grain producers facing inventOry_ ccunulatiods

ki .

and cash shortages can also suppleeent thexr'inconesbyf *J_rt-‘

selling feedgrain in excess of quota greln to loqel or
f

regional feed-ills and/or livestock pro

/

iz?;producers diversify into livestock entérprises, thus- Tr.V”"

— e

7‘366 128 CAnadian faras recorded in the 1971 Census of

}uthird repprted hogs, and one-tlentieth reported sheep.

Azflgricnltnre, over. tvo—thirds reported having cattle, one-7

.

Alherta statistics deIOnstrete a sililar distribntion.. Of

-t

. the 625 702 fgres recorded in 1971, 44, 575 reported heving s

, cattle, 26, 204 rﬁierted hogs, and 2 511" teported sheep.

s O &

iy, I Yorgason, gggade's Lnggtock.aggt ste

. (Ottawa: Ag!ﬁdulfural Bconenics Research Ceunc I of. anada,
) 1973). . "\‘ . os - o

B 2 statistics Canade, Iuebg:_: end l;gg -g;ngggg ,zgres
’ Cat.lo 96~-727, Censns of lgricnlture (ettav&.rStatist cs

'L':‘_t\ - : .
(PN o - R .,«_ -

canada 1971). : ../.

! . T .CHAPTRR X . ¢ - . s,
: ‘ » \'-..‘.. Lo . v . 3 RS- ' )
M . . ., - ’ "‘ .‘ * . b
o N . INTRODUCTION - ‘¢ . ' ~° -
Necessity of‘the Stud& S

: e
cers. Other;grein '

« Tgd
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A grain producer rLaliles that a 1ivestock enterprise
may conplenent his grain production. His labor is utilized
(nore efficiently throughout the year by diversifying.into
feeder or breeding stock rurther, the income risk caused '
by price Tluctuations in the .grain sector is reduced

Regular livestock narketings reduce yearly oscillation in a
grain. producer's cash flov and provide a major COntribution
to his annual income. Of the $5.38 billion total farm cash
receipts®for Canada in 1972, 57.14 percent were derived\ from
the sale‘of Iivestock or livestock producis;l A producer's
objective of income qrowth_through enterprise |
diversification supplelentS'the gouernlentjs goal_of'full
enploynentﬁbyAsupplying the -rawv naterials'for abbatbir and .
. zeat packing-operations. In 1971, uso slaughtering and’ 6eat
J packing plants paid $248.56 nillion in wages and salaries to
31 332 employees and sold $2.1 billion vorth of product.
These figures represent a reasonable rate Of gro'th vithin .

< '
'the industry over the last decade. The figures 1n 1961

-

1nd1cate ‘that 2“2 slaughtering and meat pa§;1n§ plants paid

$112.92 lllllon in wages and salaries to 25, 075 enployees.

©

In 1971 the.Province of Alberta r/nked/tgird in the:

1 statistics Ccanada, Farm Cash Receipts . Cat.No. 21-
001 .(Ottawa: Statistics: Canada Deceamber, 1972). :
- 2 statistics canada, Slan htering _and_ Meat Processors
» Cat.No.32-221 (Ottawa: Statistics Canada, 1971).
3 Ibid., 1961, p. 10.




nelber’ef abbatoir and meat packing plents, paying their
5,086 employees $41.17 million n..vixges*a‘nd selling $479
-illion worth of product. Alberta's agricultural producers
‘received suus 05 lé&lion fron 1ivestock sales, 57.:29 percenf
of_total farn cash receipts‘for-tpe sane period. Of total

fara cash receipts in 1971, 10.85 perceht‘or SéuQQJ-qillion :

vas generated from the sale of hogs.t

A growth in fara incone can be acconplished by .
’increa51ng output at constant prices, by stabilizing°output
at 1nproved prices, or by’ increasing output at higher
'prices. Unfortunateiy, cYclical and seasonal price
variations in the hog industry are vell knOVQ phenonena
resnlting fron variatiens in the demand and supply of pork;
Cyclical and-seeson?}'porksuppl;maxise from alternative |
. resource allocations by farmers who shift their proHuctien
'pétterns into enterprises which yieidvtﬁefgreatesr returns .
to available management, labor, and Capitalg -Ccpseqﬂently,
when hog prices are high and/or feedgrain priceS‘lov, vith
alternative grain use upattractive} production facilities
are;shifted into hcg produaction, veakening farn prices in
'1he—next period. However,llf pork production expands
proportionately with demand, farl prices are lalntained and .

A}
'~ the total revenue received by hog producers vill increase in

‘1 statistics Canada, Farm_Cash Rece;p s , Cat.No.21-
001 (Ottava:. Statistics Canada, December, 1971).

14



an expanding industry.t ,

A nation's population and per capita personal incoae
are the major denand factors, ceteris pa 1hus . influencing
pork consumption. Canada s personal disposable incoae has
grovn suhstantially over the last decade, vhile her
‘population has shovn moderate grovth rates.2 Holaes found
that Canada's 1ncoae elasticity of demand for pork vas 0.10
ip 1964, leaning that a 10 percent increase in per capita
pérsonal income results in a 1 percent increase in pork
‘consunption.3 The lov incoame elasticxty of deland for\pork
and the loderate Population, grovth rate in Canada ind;cate
that donestxc pork prices vill fall 'vhen hog. production
accelerates, nnless export markets are developed.

‘The demand for pork by Canadian consuners is
1nsuff1cient to support a surge in Canada's hog production.
Therefore,-vith an increase in hog production, a producer's
hog price is maintained by expanding and developing export
markets. Population, disposable income, and geographic

location are three criteria that marketing agencies evaluate

1 A necessary condition for this assnlption to be true
is that the supply and demand elasticities for pork are
identical,.

2 Canada's per capita personal incone 1ncreased fron
$1,266 in 1962 to $3,747 in 1972. Canada's population .
increased from 18.2 aillion to 21. 9 million during the same
period. '

3 R.A. Holmes, Estipatjop of. Désand E;asticities for
Substitute Foods , Publication Ko.3 (Ottawa: Agricultural

Economics Research ‘Councul of Canada, 1966) .




vhen developing an export market for a commodity., .rhe~
.Pacific region of the United States is a nnrket area that'
Justifies exploratory research 1 Its population is Iarger
than Canada's by 5 nillion people. The Average consumer's
personal disposahle incone in the facific region also ¢
exceeds the disposable income of the average Canadian. At
.the same time, the cost of transporting pork products to the '
Pacific region from Alberta and Saskatchevan is competitive
vith transportation costs of suppliers from alternative
nerkets. However, consumer tastes and preferences, neat
wholesele and retall reguirenents, the neat processing
1ndustry's deslres, a:d trade fIOV'ilpedilents should be
.thoroughly understood before a continuing viable pork flow -

from Alberta and Saskatchewgn to the Pac1f1c region is

developed.

| Objectives of the study
1. To analyse the criteria which affect a meat /
processor's dec151on vhen purchasxng pork. products froam /-
alternative markets, ' >
_2.; To ano;yse the basis.for.the-flou of'pork-products

into the pacific Northwestern States,

3. To analpsefpossible weaknesses in narketing

1 The tern ‘*pacific region? used thronghont this study
refers to the states of Californla, Idaho, Oregoén, and
Washington. .



functions that depress Alberta's pork'trade vith the Pacific"
region. ; ;:?gx o : \ o

| 4, To analyse the extent to which additional pork ,
processing could be undertaken in order to expand Alberta's

\ PR P4 - e e e m e e e e e o e e
““pork exports.,"“' : _

o Hypotheses , ‘ .

The market conditions influencing the supply and demand
for pork products lead to the forlulatiou of the folloving
hypotheses. |

(1) The farn price spread for hogs betveeu Canada and ;
the United States 1nf1uences the flov of Canadian pork i
~products into the Pacific~region of the United States.'

(2) " The pric% spread for porxk cuts betﬂeen alternative

markets is a najor factor iufluenCing the pdrCha51ng

S~
.

™~

~

behaVior of meat processors in the bacific region. S

N
(3) Hog slaughter in Alberta and Saskatchevan directlp\
1nf1uences the flow of pork products into the Pacific
region, |
T Yy Bog slaugh er in the United States 1nverse1y alters;
the flow of Alberta nd Saskatchevan ‘pork products into the
 pacific region. L
| {9) The flow of pork products fron Alberta and
Saskatchevan 1nto Californiu\is directly related to retail
_ pork prices in california. |

(6) Pork Stocks in'llberta and-saskatcheuan'directly«
S : ' v



.influence the flow of pork products froa Alberta and
Saskatchewan into the Pacific Yegion ‘of the‘United States.

ReSearch Pfocedure

O AU,

'_ The research conducted in this study occurred in-
verious phases;' The first phuse concentrated on .
‘ffaiiliarizing ‘the author vith hog larketinq, slaughtering, |
and processing procedures iu 'Western Canada. The Alberta -
Hog . Producers' narketing Board andapacking plants in Alberta
and Saskatchevan, where hog slaughtering, carcass breaking,
and meat processing techniques vere observed and .documented,
provided-the necessary'inforlatiou. B T

Phase two involved ‘documenting theiphysicai »
distribution of . pork products _fron Alberta into the San
Prancisco-eakland Bay région. The 1oading of trucks, border -

clearance at Coutts, United’States Departlent of lgriculture.
1leat inspection at Great Falls,’ and product deliveries to

v

purchaSers in Oakland vere observed by the author.

A questionnaire cohcentrating on functions of uarketing
- vas developed 2 It served as a working base for unstructured

o
fa
0

: "1 The author rode with a truck courier, tranSporting
Reat from .Edmonton to Sap Francisco and recorded meat
handling procedures and time intervals.

2 For an explanation of the ten functions of

-, marketing, see: R.L. Kohls and W.D. Downy, Marketing of -

Agricgltural P;oducts (Hev York ¢ uacuillau Conpany, 1972).,



» ' ’ ' .
~persona1 intervievs cdndncted with ;ndus ry people?in the
«San rrancisco-O(klund Bay region, in Sacr ngntq,,Los
» lngeles. Spokane. Portland, and SQattle. N |

\\ .!.l

o 4
\

In Caltiorniadthe intervievs vere{nndertaken 6r~tuo
teans co-posed o£ three people each. Two anﬂ three man 7\'
teams coupleted-ihg reaainder of the intervikvs in Idaho;i
Oregon,--and wqgh;néton.t‘nﬁter an -interviev v%svcorpleted,
each teaa discugsed ahd recorded the r;spopddntls adsvers,_

dd econoretric--odel contaihing three eguatiops vas
developed”td explain the_flov of pork préducts frOd-Alberta
andAS&skatchévan into the Pacific'region._'The veekly data -

. ntilizgd in the study vere cdlleéted.by the author rro-
”prinari‘and secoﬂdary SOurCes;_ weeklj production ddta and.

hog prices for 1973 vere obtalned fro- inforlation recorded

in € __ggga L;vegtoc; and ueat T;gde Rego;t ' Canada
Departnent of Agriculture and Livestock, ueat, iool ¢ United

‘Statis Departhpt of Agrlcnltnre. ‘Ueekly trade in pofi

prodncts vis 91 d ‘fronm confidential industry sources,

Flratail price of bacon vere acgnired

1 meat brokers ji ﬁl,,ceqiors, paiking plantS,
wholesalers, & 3. .ﬂ,",‘.f ¥ intervigved. Names vere -
obtained from: 'f'ﬁ‘]~‘.~- thagh suggestions made

- by federal and 'provinci#§.Dde ts“_.Indnstry. Trade and
" Commerce located in San ‘&’900 Los EBageles, and seattle,

. 2 Ipndustry, govez%:e . ppad ul ei:hity people who .
participated as team mé erd"’ % ind ¥uded in Appendix A.
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Labor. lcekly pork stocks for 1973 vere estimated from
iithly information racorded in §;ggk§_gg_g;gggg_§gg;
g:ggggtg » Statistics Canada. ieekly pork stotks vere

lassuned to vary directly vith ueakly hog gradings for an

increase in lonthly stocus.‘ Othervise, an inverse
f’relationship betueen veekly hoq gradings and stocks was ‘

assuled\ ‘ f

VL . R S .-
o o TN | : -
Weaknesses of the Study |

"

The methodology incorporated invexploratory‘research.
'constrains the analysis a researbher can perforn" In |
exploratory research, the analysis is determined by vhethe {‘
parametric or non-paraletric data are available, Paranetric L
ldata can be subjected-to a t-testvand F-test, wvhereas data
vhich are non-scalar cannot. Questionnaire responses
obtalned from the unstructured personal intervievs in this
jstudy presented non-paranetrlc data, rpls datas' validity
~cannot be statistically tested. -ﬁoue;er,‘val;d statistical
tests are possible on resbénses to a. vr{tten questionnaire

if the research design presents. scaled data. ConseQuently,
'.the unstructured personal interviev schedule could have been

supplelented uith a vritten questionnaire for isblating

speczfxc,narketing probleas.

% The lethodology of a research project ut111zing an

econonetric nodel requires the acquisition of primary and/or
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secondary information that can be\quantified in time series
or cross-section"'*ora. ‘Regression analysis is then used | .
to measare the effect of the explanatory variables on. the

- dependent variable.

-

The kasic.wveaknesses of any study that utilizes an
 econometric model is the difficulty inherent in acquiring

: accurate and relijable data. Industry lenberé'interested in
'expanding their business activities in the Pacific region
were very cooperative. At the same tine, the cooperation of
other industry nenbers in providing additional infor-ation

vould have increased the»valid%ty_of the econo-etric model.

| The time period over vhich observations vere collected
creates another possible error. puring 1973, vorld -
‘currenCies vere adjusted. thus altering the conparative
advantage of countries vhich participate in international
.trade- President Nixon's unexpected announcement of’a price
'freeze on donestic prices created further uncertainty and |
| possible shifts in firns' trading patterns., A structural
change influenCing Canada's traditional neat trading
\patterns has occurred vith the active participation of
Japanese traders. Alberta's forward contracting schele for
hogs presented another structural change in 1973 A
Canadian rail strike restricting rail nOVenents of

perishable goods from July 26. 1973 until August 23, 1973

| may have influenced traditional aethods of distributing leat -

-
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organizational Outline

The Prairie hog industry is described in'Chipter”ii.‘
It includes-the production base for hogs, the meat packing
industry and plant utilization, hog processing, and pork
prodact dlstribution channels. Chapter III gives a )
'description of canada's pork trade vith the United States,
concentrating“dn"pork‘exportsﬂfroi Klberta and saskatehevan
into the Pacifie geg;dh. The study area is discussed in’i.n
Chapter Iv-and.includes a description'of popnlation; B
dlsposable incone, consulption patterns, local hog supplies,
and pork imports, as vell as an indication of future
potential. Chapter v speciﬁ!%s the econonetric nodels. It
develops ‘the theoretiea1°frAlevork for “the models, the
,analytical prooednre,’and the crucial assn;ptions for the
analysis. The development of emNpiTrical models and |
econo-etric'interpretation of the results, a priori .
eOlPIete‘the chapter. The empirical resnlts are recorded in
Chapter vI The chapter includes a statistlcal verifxcation
" of the levdl of confidence ‘that can be placed in the
parameter esti-ates, the ecOnOlic interpretation of the sign
of the parameter estllates, and hypotheses testing. The
'responseS‘of the personal interview schedules with meat - N
industry‘representatives in the»Pacific &egion are,reported .

in-Chapter VII.. Industry responses jseparated into Northern



‘California, Sonthern California, and Idaho' Oregon and

Vashington) concentrate or the exchange. physical, and
facilitating marketing processes. Chapter VIII contains a

summary and the conclnsions reached by the study.



' CBAPTBR IT

]

|

\
i
by
{
. }
THE PRAIRIE HOG INDUSTRY IN ITS NORTH u!ucu CONTEXT

Production Base for llberta an& Saskatcheﬁan :

[ '
t
\

. ; T
Hog production 4in Bastern and iestern Canada expanded
4 : , o .
at a fairly eqnal rate froa 1951 to 1968, in spite of

intervening flnctnations.u*Of the total commercial hoq

-

‘ slaughter in 1968, 38 percent vere slaughtered in the°iest,
identical‘to the 1951 figure.l_since'1968, western Canade;

.,has captured a 1ar§er sharevdﬁ coelerciai hog slathter,
contrihntihg,u5~percehr-in 1973, R C

Inspected hog slaughtef“in Canadh ‘has; fluctuateq_

betwveen 5.84 nllliop hags. and 9.74 .illion hogs anpnally
since 1959 (Table 2. 1). Based on’ 1973 data, tharioo )
Qnehec, and hlberta are the leading hOg prodncing provinces;,g
Their respective ‘hog gradings vere 2.56, 1. 82, and 1, 76 '
iill;on hogs.w nanitoha ranked fonrth, with a. 1973 slaughtsz“

of 1.23 illxon hogs 2 R . ' f;
@ “ . " ’ . ) .- . ., 4
Larger hog/nnits.have de!elQped~Siﬁce 1951.. ﬁbuevg;, N

1 NM.L. Léf&ﬁl' G.A. lacBachern,'and H.

Vanderleulen, T%e gggg; ts _apd Burdens 95 ig grai
Transportation Policy (Ottawa: Agricultara BconOl cs

nesearch Council ‘of canadaz ‘FPebruary, 1970), ‘P.15. o

., 2 Agriculture Canada, Canada Livestock and !egt g;
s egogt (Ottava. C. D.l., January 3, 197@). ;o

.

[



""~.. TABLE 2‘1;3
o . A. n | ‘ ;

- INSPECTED HGG“SanchIR II'W!!T!I]‘CIIID],‘!ISTBRI‘CI!KDA;—“—T“
: AND CANADA,1959 TO 1973 S,

" - - ""; N
-

=====8=’===8====£==8£=::=8=’888=:.888838:88&83888888:88:383‘ ‘”
5 ¥

-

Year, ~ Western Canada! A | Eastern cdnadd Canada

........... - -----—-g---—&-q—-*-- ------------,--- .o

[CO

...'.Q............O\‘ .{illion he’aid\.:..."........"..
/ , . . T

1959 3.84 : 418 0 8,02
1960 2.85 /- 3.33 6.18
1961 1 2,74 . T e, 310 - 5.84
1962 - | 2.65 © 3.38 . 6.03
. 1963 . 216 ©. 3.4 5,90
1964.5, .. 2065 . ' 3.97 o 6.62
1965%. %~ ) 2.z§'. . o g.;o : _ s.agl _
1966 - L2.8 S .70 6.1 g
1967 - 2.94 - 7 .39 0 . 7.330
1968 3.06 ", 3.36 7.42 .
1969 - 2.6 T 4.2¢ . 6.97
1970 - ¢ . 3.58 | o 4.70 " 8728
1971 ' 8.63 ° T L5110 9. T
1972 4.219 S-S | ‘ 9.35
1973 . k72 A . . 8,00 LT 8.72
!
-.'":“‘-“--“-“ : - - - -.;’f el

R Br:iatish COlnnhia. Alberta, Saskatc euan, and
- uanitoba. :

SourCe- Agn.caltare Canada, igeStSck lagget Reiiev

(Ottava: CDA, annual, various issues).

°,

et
N I
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‘Bastern hog pfoﬂnoers have shovn the 1argest shift into" g”;@

Antehsive hog sroduction. The- averaqe nunber of hogs per if“

fqu ves tventy-fout for botﬁ Bastern nnd iestern Canada in -

e .o

! -

“1361.n.ny‘1956 the averqgeuhadnrisen tngfortz_one and h_m;__;_,
‘V ®, y ’
tventy-nine in Bastern and ﬂestern canada, fespectively.l In

;‘51971 the - nnnber of’ hogs per herd increaqu fnrthor toif

» _f

eighty-eight in Bastern Canada and seventy in lestern E

. h (Eaunada. . | . L - ,- , <\-<;“_" Y \‘\
Assu-inq that the per capita pork consnnption in ‘A‘ ®

" Bastern Canada and Western Cdnada are identical, Canada's ~T. L
pork: snrplns and deficit regions can be identified._ Ihe |

‘ Pra;rie Provinces contain 16 1 percent (26.8 . percent,. if_ g

' BritiShﬂColunbxa is included) of cnnada's populetion.’ nore
'tnan’uo percent: of Canada's hogs are slaughtered in ﬂesteft
_qnnaﬁn,lindicating that the per capita pork snpply in "?‘
}iestern”Canada exceeds the nationnl average.“ Therefore,'.- Q.
hestern~Canada is a pork snrplus region.* On the other hand&

the denand of canadian consulers in. Esstern Canada is filled ’

1D, a. svord "Location and 51ze of HOg Enterprises, i
annd;an Farm Eco csv, 101 2, lo.u (October, 1967),~pp.6- .

tistic Canada, AQri “Liv Kk 3 goultrzh

on Census arms , Cat:No, 96-719 (Ottava-'stat st .CS Cana a,
August, 1972). .
: 3 statistics Canadn, Capadiap S;atiggi g; Re!;ew ; .

Vol.49, No.4, Cat.No.11-003 (Ottawa: D.B.S., hpril, 1974). /'
' -4 Redional surplus is defined as that quantity of a .
connodity transferred from one region to dnothér until a .
supplier's price largin from each larket 1s identical after
transfer costs. . . . . B &

-




“‘by regional €nd foreign pork imports.

o
e

v - A

Over the last:decade, a pork surplﬁs of between 130

pillron and 396 million éouods has been produced io the
Prairie region (Table‘z.z). Alberta has doninated the' .
region in hog prodnctiog Since 1961 Alberta has/nalntained
a pork surplus position of between 102 l11110n pounds and

156 nlllicn pounds. Pork surplus in Saskatcheﬂan has ranged

between 286,000 and 101.9 million. “p__ou(pds.

udnitoba;s‘pork surplus has-averaged 112 million :pounds
since 1970. uanltoba hog -arketing arrangements 41fferA

sonmevhat from the other Prairie Prov1nces. Furthernore,<

g

information on pork inshipments froa uanltoba is not
aiallable. Consequently, Hanltoba's pork'deustry will be

xcluded frou the relalnder of th1s study.

- . - . - P
(] k \ . ,:

. ‘ ) _
V,Hog Production Potential In Western Canada

e

Hog productlon is dlrectly related to feedgraln stocks.
‘kerr found that for each 1,000 tons of feedgraln in storage
on Alberta farns an addltlonal 205 hogs vere larketed 1n

Alberta. For saskatchevan the c0eff1c1ent of the paranbter

[}

estllate leasﬁrlng the influence of feedgrain on hog

PRI . ) . & ) . “

e .
» H

1 see: L.R. Rigaux, npotential Markets for Manitoba's
. 1ivestock Productlon and Iaplications for the Economy,"
‘Unlver51ty of Manitoba, ilnnlpeg, study still ‘in progress
(unpubllshed). - v



. TABLE 2.2 - .

ESTIMATED PORK SURPLUS IN ALBERTA, SASKATCHEWAN, AND
; MANITOBA, 1961 TO 1973

Year ® Alberta Saskatchevan " Mapitoba Total

.
- . — S O D W A D - G T T W W T G o P U D W D G D T W A G D - -

....‘..“....._i.}.—..."‘... '6?0 lbs‘-.o..o...:(....‘......

-

1961 - 146, 142 ' 28,745 ' 50,844 225,731 -
~1962 - 145,540 -~ .-19,000 40,243 . 204,784
1963 - . 102,946 286 < 27,049 130,281
1964 124,626 16,178 - - 45,942 186, 746
1965 137,949 - ' 18,599 o " 47,188 203,736
1966 105,081 , 15,185 . 46,013 166,279
1967 121, 446 » 25,657 ; ‘63,528 . 210,631
1968 135,524 25,470 T 62,028 223,022
1969 - 103,105 - 7,950 " 63,406 174,461
1970 121,970 60,438 _ 103,432 285,840
1971 156, 270 : 101,904 . 138,313 396,487
1972 146,138 87,869 - 102,684 336,691
1973 . 134, 238 _ 72,139 103,932 . 310,309,
—————————————— q.-———--:F—-i-wo,'&—--——.——----—-——---——-—-—‘-—-—-—o-————

Source: See Appendix BifEtﬁaetailqd'calculations for each
province. B " ‘
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production vas statistically significant; but hog production

response was minute.t

The Prairie Provinces are the lain source of Canadian

feedgrain production. In Canada in 1968, 97 percent of

e

‘whea t prodnction, 69 percent of oat prodnction, and 92
percent of barley prodnction ;as produced;on the Prairies.?
" Information from the weeternISOil Survey and on A.R.D.A. .
iand'capability study indicates that_approrinately 1Qd;
million acres are suitable for(cnltiiation. Approxinateiy
64 nillion acres vere under cultivation in 1967,*allouing
for a 60 percent acreage expansion in the futnre. llthough
‘no- cost estinate vas conpleted for bringing the additional
36 nillion acres into cultivation, it is projected that a.
tripling of grain prodaction is possible vithin the}next ’

tventy years, 1f known technology conplelents acreage

‘expansion 3 _ '
b o ‘ ' *

In the Prairie region, feedgrain acreage has ‘declined

o

_since 1967 (Taltle 2. 3), uhile hog slanghter has increased o

from 3.0 nillion hogs in 1967 to 3.9 million int1973. 'An

2

increase in“feedgrAin proddction can occur through the ase -

LV
A d

) 'Ii.flc. Kerr, Determinants of Regional Livestotk
Supply in_Canada’ Publication No.15 . (Ottawas AERCC, 1969).
2 M, L. Lerohl, G.A. uacEachern, and"ﬂ. Vanderneulen,

22. t.' p 87.

3 A.E. Hannah, wproduction - Possxbilities for Grain in o

Western Canada," Cagadiag Journal of Ag;icnltngal Econo-ics
¢ VOl.16, No. 1 (1968), PP. 71-76. -



TABLE 2.3

19.

"ACRB!GB lND PRODUCTION OF WHEAT ‘OLTS, AND BARLEY, PRLIRIE
PROVINCBS,1965 TO 1971

LAl

- cat.No.22-201
* July, 1973) .

»

(Ottawa: Statistics Canada,

3+ ¢ ==================================—==-==== - 3+ + 1+t 1%+t
Year Wheat Oats Barley Total
.Acgeage ‘.'....‘ ......H..'I. 'oooaCres ...‘.....‘.‘........
1965-66 127,790 5,645 5,741 39,176
- 1966-67 29,166 5,450 7,010 - 41,626
1967-68 29,570 5,090 7,600 42,260
1968-69 28,860 5,340 8,330 42,530
1969-70 24,400, 5,630 . 9,000 39,030
1970-71 12,000 - 5,260 9,500 26,760
1971-72 18,885 5,315 13,312 37,512
Prgd“lctiog . * &9 .- .9 0.0 00 0 LN ] .. .illion bushels ; o e 80 9 '. o e 0 060 .4v o
11965-66 632 2712 202 1,106
1966-67 807 258 283 1,348
1967-68 574 195 230 "999
1968-69. 629 249 301 1,179
1969-70 665 278 355 1,298
1970-71 312 280 391 . . "983
1971-72 510 288" 570 1,368
Statistics Canada, Grajin Trade of Canada,



of a{;it;onal acreage and/or factor imputs. COneiderable
land acreage is in cnilerfallcv.and.estilates indicateyggat'
output cculdﬁbe expanded aslluch as 30 percent by a.el |
reduction in fallov.? _!qrso,!et__-__,_cehe!lui's:gl_ fertilizers have
not been usec to exéloit potentrai gains.to;their oétinul,

- Hannah indicated that out'put.,could have been doubled in 1967

if 50 percenf of the producers had nsed,adeqnate

o -t
-'\!k el

fertilizer.z -

| Barley is one of the principal'alternafives to wvheat

‘ |production in the Pralrie Provinces.3 Over one—half of the
prov1nces' harley crop is harvested in llberta. Barley

) production in the Prairies vas'estinated at 570 million
.bushels in 1973; By 1980. barley production could exceed

690 nllllon bushels through acreage expansion. acreage
.0_’.
7_subst1tutlon, and additional factor inputs cauSing 1ncreased

)

yields per acre.+ If one-half of this increase vas converted
to hog productlon, 60 million hnshels vould const1tute 1nput

feed for hogs. -

4 1 N, L. Lerohl ‘GeAe. uacEachern, and B. Vandernenlen,‘..“
OP. C ) 88. - : | ’
2k ;° i. .. Bannah}._g. cit., p.72. ‘ R

' 3 E. Missiaen, and A.L. Coffing, canada:; Growth
_Potentia ' of the Grain and L;vestock Sectors, Porelgn
Agricultural Economic Report No.77 (Wash ngton,‘D.C.., .

- “B.R.S., U.S.D.A., June, 1972).

4. The average yield of barley in 1971 was 42.8 bnshels'<
- per acte; 690 million bushels of barley can be produced by

. _plant1ng 16.2 nill1on acres. nsing the 1971 average harley

,yleld . I : o ,

5
s



~ |
| lgriculture producers in llberta uould harvest an
‘addition 60 -illion bushels of barley 1f the pattern for

‘ barley production within the Prairies persistedyk‘ o

The major feedgrain for hog production in iestern
cenad is“barley. One author estinates that 1a bnshels of
barley are required to finish a 210 pound hog.l Therefore,
~'an additional 60 lillion bushels of barley provides the feed
requirelents for 4.2 lilliou hogs. ‘By 1980 hog production
in wWestern canada could double if 60 million bushels of
'barley vere dlverted 1nto hkog enterprises. rairie

producers would market eight 111;10n hog s«

At the same tlne, 30 lillion bushels of barley uould be
dlverted into Alherta's hog industry.' An addxtional 2
lllllon hogs vould be narketed. Consequently, the Alberta

.hég 1ndustry could- project a 1980 hog slaughter of

-approxlnately 3.7 lllllon to u llllion hogs.

The natural resources for doubllng hog productzon in
<
Western Canada are availahle aovever, hefore theSe .

resources are exploited. producers nnst receive incentlves -

A -

DA
14

- in both the grainhand livestock secrors. R ','=',f'

= . 1 DLA. Dever, nuarketing Feed crains and Protein :
‘Supplements,” eedi 13th Peed Iggugtgz

Conference, Canadian reed anu facturers sso ation
(Calgary, Sept 27 & 28, 1973). PP.130-158 ‘ :
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"Hog~7fanghtering and érocessing in saskatchevan and Alherta ¥
| I ' , : o _

Therg are tenlpacking plants slanghtering hogs in®
Alberta and there are three in Saskatchevan.' ‘The -ajority

wof their leat\prodncts are exported, vhile a nulber of slall
slaughterhouses and cnston-kill firns snpplelent the

domestic trade.  In Alberta,. eighty-four slanghterhonses and '
eight custoa slanghtering firls vere operating in 1972. 2

. - f
\ . . 1

. ' '3‘ . ’ N !
Eleven'SlanghteLhonses vere operating in Saskatchevan}

in addition to three packing plants in 1974. 131thongh a
large nulber of slaughterhonses areﬂkilling hOgs, the'
average kill vould range fron hetveen 15 to 350 hogs per

; week. of’ the eleven donestic slaughtering plants, an.'
average of approxinately forty .hogs per week vere killed in
nine plants- The average veekly hog slaughter ‘for the. other

tvo plants is approxinately 150 hogs and 350 hogs, o

' “A leasureuent of industry concentration is obtained by

-calcnlating the narket share of the . largest firms vithin the

tindustry,f Hog slanghtering‘in Saskatchevan and Alherta is3

»
-

1A packing plant is defined as a- firn involved in

‘.Tlivestock slaughtering, .carcass processing, and exporting of

meat products. - ‘Conversely, a slaughterhouse is a firm =
associated with livestock slaughtering and distrib?ting meat
products within their local regions. °

© "2 Alberta. Department of Agricnlture. ;anghﬂbrhouses
_in Alberta (Bdlonton' A.D.A,, Statistics Branch, 1972).. '
' 3 personal connunication, LiVestock Division, C.D.A.,
Regina, May, 1974. - ' :
: -4 J.S. Bain, Inggstrial Organization (lev !ork°'iilei”

and SOns, Inc., 1959). . R

Sk

i [N [ v
(I ;



highly concentrated. 1In Saskatchewvan, two meat packing '
firps accounted for 96 percent of hog slaughterings in- 1973
(Table 2. 0).‘.Both firms had t'o plants in production in
}"1973 hovever, early in 197a ‘one “fira closed thetr Regina -
.plant, leaving three aeat packing plants in operation. of
‘the 1,768,000 hogs graded in Alberta in»1973, 80588 percent
vere killed by the four largest packing firns. uoreover,
62.72 percent of Alherta’s hogs vere killed at the Edaonton
plants, vhile the Calgary plants slaughtered 18.16. percent
(Table 2. a). In 1973,vthe-fiee largest packing firms :
accounted for 86 17 percent of’hog slaughterings in Alberta

and Saskatchevan coabined.

‘A conservatiue estiaate of potential hog production in
Alberta suggests’ that 3.5 to 4. o lillion hoqs could be
naeteted by 1980. If this figure vas attained the question '
’ariseS° Does the neat packinghouse industry have ‘the

slaughter capacity to handle thls 1ncreased hog volupe?

Althongh the nuaber of firms slaughtering hogs in “?
Alherta and saskatchevan is highly concentrated, the
industry bas”a problem of excess capacity.!. Estinates of
AAlherta beef packing plants suggest a capac1ty utilization

R R N
5 S

1 Excess capacity 'is defined as un erutilization of
maximum potential kill capacity in a sing e-shift. Shifts
vary fron five to eight hours in length. . :



TABLE 2.4

TOTAL HOGS SLAUGHTERED IN'ALBBRTl'lﬂD SASKATCHEWAN AND
PBRCERI SHABB OF LARGEST PACKING PIRHS IN ALBERTA AND

SASKATCHB'&N,1973
Province No. of Hogs Share of Largest Packing Firas
and City Slaughtered - Alta.t Sask.2 Two Proviaces3

..'...-.‘..; ) Percent 20 ¢ 008 60 000

Alberta 1,768,000  100.00 | 65.01

, . ,
Edmonton 1,108,950 . 62.72 ) . 40.78
calgayy 321,000 18.16 | © 11.80
Sub-total 1,429,950 80.88 | 52.58

saskatchevan 951, 381 ~ 100.00  34.99

. Regina ‘ 285,414 ‘ '30.00  10.49
Saskatoon - 418,608 . : 44.00 15.39
prince Albert 209,304 ' 22.00 7.70

Total 5 Cities 2,343,276 | 86417

Two Provinces 2,719,381 | ) _ 100.00

1 Swift'Canadian’Co. Ltd., Canada Packers Ltd.,.
purns Food Ltd., and Gainers Ltd. _

2 Intercontinental Packers Ltd., and Burns Pood
Ltd.

3 Pive lLargest Packlng Pirls in Alberta and
Saskatchewan. :

source: canada Departnent of -Agriculture, LiVestock
. Division, Edmonton, Alberta and Regina, »
-Saskatchewan, uay,1977. : .

1
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o e
of between 50 and 90 percent.! Silifgr results are found in

plants slaughtering hogs. | 'y

4 hogs
in Edmonton suggest a capacitY'utilization of beéwee ’95 and

-Industry estimates for packing -plants slangh;f

65 percent (Table 2.5). This estimate as-unes a plant vill
operate a second shift vhen hog narketings increase.
However, vith this increased volulc, a number of industry

problems are encountered.

HOg groduction iould have to increase rapidly-bcfore'a
plant manager vould.ﬁire personnel for-a.second shift,
. Further, seasonalifluctuations in hog productlon must bé'
lininized; A packing firm Qpe;ating‘a second shift requlres
a.consistedt. reliable suéply to avoid lahor inefficiency.
Management prdctices.of’hog producers would also require
adjustment to ensocc:hog dcliieries at -an alnmost constanc

veekly volume. o o

- The availobility‘of meat cutters and oeople willing- to
work in packing plants poses another serions problen.
Pinally. although a plant's kill line conld ea51ly exoand
avallable cuttlng facillties and cooler Space restrict its
hog volule. ‘The -arketing of fresh hog sides would be a

tenporary solution until processinq facxlities could be

1 A.P.' ucleqn-Bullen; M. N, Veelan,-andiu.a. -
Havkins, acki and the Catt vation _and &
Prospects in Alberta , Bulletin No. 15 (Edlonton- Departaent
~of then51on, Univer51ty of Alberta, 1973). ) ,



- TABLE 2.5 . .
20

"ESTINATED HOG SLAUGHTER CAPACITY AND UTILIZATION AT THE
LARGER PACKING PLANTS IN EDNONTON,1973 -

zzzmzc==s=ss=== ==g======='======;=s===_==g==;====.-.=====.-;==.—.===.’.
Plant  Present *  Estimated Beekiy Slaughter Potentipl 2
Utilization. o - v
of Capacity L Single Shi{t  Double Shift -
~ percent veeeee... number of hogs cemeceseane
plant A 45 _ . 14,000 © 25,000
Plant B 65 5,500 © 8,000
Plant C - 50 , 8,000 . : l127000
Plant D -~ 55 ' 3,500 | . 6,500

1 Assuming a plant operates a second sﬁift;
2 Estimates are made using an eight shift.

Sourqé: Confidential industry sources.
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e,xpando_d. l n
o Hog EEocs irempent. ‘
. .The Alberta Hog. Prodncm:sJ Harketing ‘Board. .. .. _
(A.H. P.N.B.) gells the aajority of ‘the hogs slanghtered in
Alberta through their teletype systea.t Bighteen buying

- machines are located_at the major packing plants,~asselhling}
offices, and'order’bdjer"deshs vithin~the province} Nore
than 97 percent of the.hogs'sold in‘the province are sold
throngh the present systel.. The average prices obtained by
the A.H.P.N, B. in its teletype procednre are applied in~
raarketing hogs directly to s\hll slaughterhouses. Norlally;l
vhen hogs are delivered to a custoa killing plant, the price

" that a producer receives in . a suhseqnent~sa1e is estilated

k
by use of average 1ndexe$ and average prices in his region.

t

Standards and_g;gggg 1 _ . ., ‘\“: : :;»

Inspected hog slaughter is certified by governlent\

\
health 1nspectors and governnent graderS. ‘A SIanghﬁered hog
- is‘hung on a sliding rail for evisceration. Bviscera is

trenoved and placed ‘in a dish, where- governlent health

inspectors exaline the liver, lnngsq and kidneys for animal .

’disease.b The aovelents,of the eviscera.dish and\the hogs

1 For a. detailed description of ‘the operation of the
A;H.P.M.B. ‘'see M.H. Bavkins, A.A. ‘'Warrack, J.L. Davson,
and L. (Cuantz, e d_Ope on_o e Alberta H
Producers® Marketing Board , Bulletin No,12 (Bdaonton- ;
Department ¢of Extension, univer51ty of Albetta, Dece-her,'
1972). _ .



carcass on the line are synchtonized to isolate diseased

Bl

carcasses. rhese are renoved on a side rail gor disposal.s

-

e carcass‘is- spl:tt—dovn “the -barcxhowrﬁsi flie 961715 o

to the neck using a skill saw’ extended on a spring. .As the

28

‘carcass moves along the line, rollers trip an\electric 'eigh

scale which prints the vara carcass veight of the hog (head
attached) onto a card. A governnent or co-gany elployee
vrites the carcass tatoo on the card and pins it on the

carcass. ‘A government. grader tears the card in half and

neasures the backfat 1eve1 at. the shoulder and at ‘the lumbar

‘‘‘‘‘‘

region., The sum of the two leasurelents is placed on the Lo

card. A conbination of wara carcass’ veight and backfat

measureaent deterlines the hog index for producer

settlelent.l Carcass Sides. excludinq the head ere chilled e
in a cooler vith circulating air for twelve hours before R

further processing. o : erff' 'j:; . ;j:J~“f e

. - . ) . . . L]
: .-

Commercial Cuts R e |'5§jﬂ

Hog“sidestare:trausferred frol-the-ceelerfiutolthey

-processing roonm usiug an'orerhead riil 'lqhe QAréasses.;féﬁ
»ulowg%ed'ohtoda couigjorwbelt. An oterheed’sav splits the -
side behind the front shoulders, vhile a skill sav is used.
to separate the hind gquarters, The centre Slab is spllt

N\ ' : L i

‘ - l%xm detailed explanation of hOg carcass grading, :
- .consult Canada Department of.Agriculture; Cagada's New _H gg
Carcass Valuation s!ste (Ottava. c D. A., 1971)'\

—

o N
‘e :



s

~-n.are used to tanufacture leather qoods or they nay be :

laterally into loin 'and belly vith a. band saw. . Peeling
knives are used to strip the skln off the loin.* Lbin fat is -

-p”trinned and renq_red for 1ard.w Loins_can-be sold—vith bone—“
in or boneless for pork roasts and chops,‘or’they lay be _'_,;
processed into boneless backs for back bncon productions

(Sov back bacon is in high deland by plzza houses because of:

its unafornity ) The belly portion of the carcass is crushed

‘o

vith a roller, then the spare ribs -are peeled off, leavinq

1ab baoon. - The thlckness of -the spare ribs depends on’ the

season, uhich 1s inversely related to the seasonal demanad

<for bacon.' Spring and suller lonths tend to be, high'de-and‘

months for spare r1bs because of outdoor barbecuelng.-

Like the 1oin;“the'belly cut-isipresented'to“the

"

. consuner in nahy forls, such as derinded, cured, saoked,

‘?l Sllcedr,or slakb bacon.- If the belly is derinded the skins;i j

~proce$sed into "Plggy Puffs"; a substitute fer potato chi s.

Sy

P ™ T . . .
‘ fad : 7 . .o . : ; . - toe,

The tail, h1nd feet, and scrap skin are renoved froa

D

'”the hind quarter, leaving the han. A,band sav is used to

break the front shoulder into’ hocks. butt (Boston shoulder)‘f ’

and p1cn1c. The butt and the picnic are skinned and‘trinned

of fat. Ihese .can be lerchandized as fresh, curedf snoked,

canned. boned or&ground products:/," _ - '.fié\”
R o ' B 1o
The hans, vhlch constitute approxinately 21 0 %ercent

[s)

-tof the carcass. have the hocks reloved and are snokqd, vith

)



a portion beingﬂuSed for canned hass.

]

Pg;;v Products and vield

3

| Hog prgducts are nornally sold as indiv1dua1 cuts

¥
rather than 1n'€arcass form. A direct co-parlson betveen

Q 4

- hog prlceSland prices of - ind1vidua1 hog products 1s not
approprlate because the live hog represents dlfferent pork
products in varying proportlons. An additlonal prohlen is

that the total salable product accounts for less. than three-

fourths of the 1ive weight. The nost satlsfactory nethod of

u

~comparing hog prices with hog products is the conputing of -

- the total market value of. products produced from a hog. 1

a

The yields of varlous products derived from a live
animal vary from one hog to another, depending upon genetic
.history and velght. "Furthermore, methods of productlon and
narketlng have changed over tinme. Hovever, accepting that
only minor changes have occurred in hog productlon and . pork‘
%krchandlslng technlqueS, the percentage Yield of pork cuts

(on a fresh. and fresh and cured ba51s) Eave heen calculated

a

-2
for a ‘210 pound hog (Tables 2 6 mﬁd°2 7).

]

Hogs are. processed into a variety of cuts. These are

separated into»najor products, minor productsiyand bja

5 °
°

1 Unlted states ‘pepartaent of Agrlcnlture, Prices ofi4
ogs_and_Heg Products 1905-56, Statistical Bulletin uo.ios-

. ang Is_1JY>°20
(washlngton "U.S.D.A., Agricultural umrketlng%§erv1ce,

[}

leestock D171510n, uarch, 1957). : ' >




products. On a fresh basis, an a7erage 210 pound hog will
yield 150.98 pouods of product (Table 2. 6. Skinned hams,
picnics,. bellies, loins, and lard are inclnoed in najor
fresh prodncts, conprising 53 97 percent of the 11ve hog.
Butts, s?ererlbs, and jowl butts are c;assifled as -inor o
4 products, anodﬁti&i}fo’9.31 perceni or 19.55 pounds of the
live~hog.  Neckbones, tail, fore feet; trilninge, snout
;eat,"eafg.:eheekneat, heart, liier, tongue, kidneys, brain,

and uhlte grease contrlbute 18 10 pounqs of by-product

(Table 2:6)- |

The hams, picnics, gnq.bellies are the ﬁajor°productsﬂ
cured by .processors (Table 2;7). }Although product
processing reduces the yield by 1.87 pounds per animal,
higher prices for cured produots conpehsete~for shiinkage'
and addit10na1 proce551ng costs. ioreover, proceseing

allows product leer51f1cat10n, wvhich reduces rlsk agalnst
;L) L
price declines. &n the fresh product market.

o

The United States has traditionally accounted for more,

than 70 percent ‘of canada's trade in pork products. Chapter

N , i . : ' : . .
III will present an historical resume of trade patterns )

befween.canada-and the United states. He§terﬁ-0anada!s,pork
trade with the Pacific region will also ‘be considered.
_ . _ o ,

)



TABLE 2.6

"AVERAGE PERCENTAGE YIELD OP CUTS AND PRODUCT HEIGHT FROM 210

POUND U.S.

product .

- - - —— - — - - -

Ma jor v ‘
Hams, smoked, skinned, 12-14 1bs.
. Picnics, smoked, 6-8 lbs.
Bacon, 8-12 1lbs, o
Loins, 8-12 1l1bs.
Lard (one-pound cartOns)
All major products

' Minor :
- Butts, 4-6 1bsr o
Spareriks, 3 1bs, and dovn
Jovl butts (loose) w
All minor products :

By-products
Neckbones
Tails
Fore feet
Lean trimmings R
. Snout meat -
Ears , ‘

-  Cheekneat . .

+ Heart . . ‘l.'

- Liver - o -
Tongre !
Kidneys '
Brains ,
White grease

- A1l by-products

A1l Products -

Percent of -
lee Beight

NUMBER 1,2, AND 3 BARROWS lND GILTS 19“5 T0 1956
e (Fresh Basis) - :

. Product -
Weight

113.33

10.63
3.30
5.62 .

19.55

2,64 .
.36
1.74
6.34
.63
.34
.95
.61

o . 210
.8“
«52°
.19
.84
18.10

150.98

United States Departlent of Agrlculture, prices: of
Statlstlcal

. Hogs_and Hog Products, 1905-56,
Bulliten No. 205 (Washington: U.S.D.A.,

Agricultire uatketlng Service, Livestock Dlv1s10n,

Harch,J1957).



TABLE 2.7

AVERAGE PERCENTAGE YIELD OF CUTS AND PRODUCT WEIGHT FROM 210
POUND U.S. NUMBER 1,2, AND 3 BXRROWS AND GILTS, 1945 .T0 °
s : 1956 (Fresh and Cured Basis): :

-
. '

Product . o . T 'Percent of . Product
L : ' Live Weight ' Weight.®

) %) ' (1bs.)
" Major - 3 e . : :
'Hams, smoked, skinned, 12-14 1lbs. ' 11.93 25.05
Picnics, smoked, 6-8 lbs. - 6.21 - 13.04

Bacon, 8-12 1bs. ‘ : - 10.56 - 22.18 °
Loins, 8-12 1lbs. Co ' ‘ ©9.36 19.65
Lard (one-pound cartons) S 15502 31.54
All major products ‘ - - 53.08 111. 46

- Minor ) S - R .

Spareribs, 3 lbs. and down. .~ - 21,57 3.30
Jovwl butts (loose) o 2.68 5.62
. All minor products i , " 9.31 - 19.55

By-products : o .
Neckbones ’ v - '1.26. 2. 64
Tails . : o S i . «36
Fore feet - . .83 1.4
.Ledn trimmings : S 0 3.02 6.34.
Snout meat S T : +30 ’ .63
Ears o . . . T .16. o .34
Cheekmeat , ' . : g 45 .95
Hearts ' _ Y .29 . «61
Liver S : L © 1,00 S 72.10
ongue B .40 - T . 84

Kidnpeys o . L " «25 52 |
- Brains ' e , o <09 619

White grease o T . . 40, .84 -
All by-products " ST 8.62 18.10
 All Products - 4 71.01 - 149.11

Source: See Table 2.6..



CHAPTER III
' CANADIAN PORK TRADE WITH THE UNITED STATES

Canada's Po_'r'léf z:“p_or‘t"'s

Canada's hog productxon has traditionally exceeded
’ Vo
donestxc reguxrelents, Hlth approxinately five percent of

-

Canadlan‘prodnctlon being exported.l

Exports of pork to the United states averaged 50 6
-illlon pounds annually for ‘the 1965-1969 perlod, accounting

.for 91.8 percent of total exports. Between 1969 and 1973

-Canadxan pork exports more than doubled, fron 54.9- nxllion
‘ ponnds to 102.3 million pounds. Over the same’ period, the

| U.S. share of Canada's total pork exports had declined. -

United-states pork imports froa Canada'accduntea for 85. 1

x

and su 1 percent of Canadlan pork exports 1n\197o and 1973,

_ reSpectlvely (Appendix C, Tahle Ce 1).

Most Canadian porkvexported to:the:U.s. is in the

fresh; chilled,‘and frozen categOries."Dnring the five-yearg
. o o
period 1965 to 1969, exports of fresh and frozen pork

averaged 85. 5 percent of pork exports, with péocessed pork

'averag1ng.approx1nate1y 12 percent and canned pork averagxng'

H. Hawkins, R.K.. Bennett, and A.N. Bosvell,

og——-

. ' ‘ Mo
'North American_Hog/Pork: Study (Ottawa: Economics Branch,

Capadian Depar t-ent of Agr culture, 1972).,-



2.6 percent. By 1973, Canada's pork exports of fresh and
..frozen cuts had increased to 93 1. percent. vhile the )
relative share of - pork exports in the processed forn N
e"continued to decline}(appendic C, Table C.2). uore than 33
B percent of Canadian processed por;wenported—to the b s. has
been in the form of bacon and sides (lppendix C, Tahle C. 3).7
“Cured boiled, - ‘and canned haas are the other processed pork

itens being exported to the United states.

)

TR . Canada9sdPork‘Inports

| In 1952, Canada prohibited the inportatioh of uncooked
f3Anerican pork and pork products due to a severe outbreak of
vascular exanthela in the United States:1 These restrictions
vere renoved in 1960, uith the eradication of the disease.v7
Since then, the U.S. has been the najor exporter of pork to
'Canada- of Canada's 1973 pork 1nports, 94.5. percent were
inshipnents from. the U. S., '85.65 percent of this ‘being fresh
eand frozen product (Appendix c, Tahle C. 4y. . Processed ‘pork
products 1nported fron the o, s.'are prinarily cured backs,
followed by cured bacon and sides (bellies).' Canned hans

accounted for 3 , 3 percent of Canada's processed pork inports

fron the United states in 1972. . '>; v7 -
. . .J N B . R .

. o .
N - . { . . . , N i .
1 G.H. Lloyd ng,s. and Canada uaintain T'o—HaY

Trade in Pork," Foreign Ag;;cn;ture', 5 16 ‘s 18, 1967. .




.Canadian.Pork rrade Patternsd ‘
Canada has been-a net inporter of processed pori'sinée ,
1967 (Appendix Ci rable C. 5). inports.of U.S. prOCessed )
,.mpork have’ gradually declined from 9. to_S nillionmponnds
annually. At the sale time, prOcessed pork iaports fron
.off-shore countrles have increased from 350,000 pounds to 8
million pounds. In 1973, Poland exported 1.59 million-
pounds of canned hal to Canada. -Denlark exported 5 46 .
- nilllon ponnds of canned lnncheon meats to Canada, capturing

77 13 percent of the Canadian canned pork ilport trade.

Over the last decade, Canadian exports of fresh and
' 4frozen pork have increased fron 234 nxll;on pounds to 114
*;nllllon pounds (Appendix C. Tahle é 6). Except for 1969,
lCanadxan exports of fresh and frozen pork have conpensated -

- for the negative trade balance in processed pork products.‘

A continuatlon of the trend is evidenta Canadlan packing

‘ plants'have concentrated’on increasind their exports of
. fresh and»frozen pork prodncts, vhlle exports'of processed

'&pork have deciined.

i .
:

et an i Mtr’— . . X
Unlted States Pork Inports

Thelyeat Inport Act of 1964'(P;L,885ﬁ82) was based on a

1 Statlstics Canada, !29 s_BY COl!Odltle§
Cat No.65-007 (Ottawa. DBs, Decenber, 1973). o




"larket*sharing principle wvhich provided an inport quotn of 7
or 8 percent of domestic prodnction of fresh, frozen, nnd» '
| chilled heef, veal, pork, lutton, and gont leats. mIt
'_allowed inporters a proportionate share 1n the grovth of the
‘U S. market.! Rising meat- prices during 1972, hovever, led
"to the June, 1972'snspension of nllnguota restriqtions on’
inported lent in;nn effort to,increaee supplies‘evailable to
;consunerg. Since'1965, total pork inpOrts‘hnve amounted to
"approxinately 3 percent of domestic hog productlon (Appendix
C,_Tablevc.7).H on the, other hnnd, U.S. pork exports range |
~from .5 percent to71 2 percent of-donestic pork production,
leav1ng a net inport position of better than 2 percent of |
d nestic pork prodnction. } |
: R

o Y

» Dnited States pork 1nports have‘increased at a conpound
growth rate of 6.7 percent since 1960 (Appendix C, Table v
C. 8). The average quantity 1lported during the three-yeaﬁik'
'period 1960 to 1962 was 182 lillion pounds per year.‘
‘Betveen 1971 and 1973 the annuql average 1ncreased to 383

-

‘dénillion ponnds."

Over ]§ percent of u.s. pork inports are canned product?
(lppendix C, Table c. 8).' Denlark is the lain sonrce of

_canned han, shonlder, bacon, and luncheon leat. followed in"

,.;.__J’ .

v R A. Duynovic, Rs Crom, and J. Snllivan, ffec;s of
Alternat;ve ‘Beef Import Policies on the Beef and Pork _
. sectors, Agriculturdl Economics Report No 233 (Hashington'
~ ERS, U s.L. l., oct er, 1912). : .

e T



filportanqe by the letherlands, Poland. and !ugoslavia. The -
l .
canned hans are lostly high qnality, preninl itelsn nsually

selling at_higher prices thanﬂsililar_n.s. products.i

_ currently, about 16-percent;ofrtheeporkrinportedwinto_nu
_ the Unitednstares is fresh and frozen produet (Appendix c,
'Tab;e'c.9). Canada is the lajor supplier of fresh pork |
iiports.' Pork ilports from- Canada have increased by 20
nillion pounds Since 1960. " puring the Sane period, Canada’ s’
relative position asua supplier of.n.s: imports has.
declined. Pork exports froa Canada accounted for_ZG'percent
'of U.S. pork inports=during 1960, 20,percen£ in 1965, and 16
percent in-1§73. canada's declining relative posiﬁion as a
supplier of pork to the United States is explained by the
sharp increase in inports of canned pork from Europe. -

S | _/

Canadian_Pork Exports to the_Pacifig,Region
. -o . .

, The average quantity of pqgk exported fron Canada to:
the Pacific region dnring the ﬁhree-year period 1970 to 1972
vas 11 2 lillion poundég;er year (Tahle 3. 1). Approxinately‘_

89 percent vas in the fresh and frozen category.

The Prairie Provinces are the main sonrce of Canadian

pork erports to the Pacxflc region of the U.si (Table 3.2).

1 y.H. Hawkins, R.K. Bennett, ‘and A.L.’ Bosvell, op .

I




.
 For the 1970 to 1972 period, over 85 percent of the pork
ilports vere frol Alberta, Snskatchevan. and nanitoba. The
Pacific region receivesglore than 95 percent of iestern
'_Canada's exports of processed pork to the United states."aﬁna
.Bovever, only 25 percent of the exports of fresh and frozen'
product from Western Canada to the United Stath goes to the

Pacific regxon. . ] S '. o

-Alberta and Saskatcheuan's pork exports to the Paciflc
"reglon averaged 7 6 million pounds per year for the 1970 tOy
1972 period (Table 3.3). Their pork exports accounted for
68 percent of Canadian pork exports to. Alaska, Hashington,

. Oregon, Hauaii, and Californla, .

_ ‘Pork exports fron.nlherta and Saskatcneuan to the study
area are about equal (Table 3. ﬁ). In 1973, Alberta shipPed
6.5 million pounds of pork products to the Pacifxc reglon.
Over 80 percent vas .from packing plants located in Northern"
m,and”Central.nlferta.ﬁ Durxng the same perlod, 6.9 nllllon
pounds of pork products uere exported into Ca11fornia, -

‘Oregon, Idaho, and iashxngton fron Saskatcheuan..

- The major custonersifor_AIberta and Saskatchewan pork

products'in‘the‘pacific‘region gre‘neat'proceSSors'andv.eat.

.‘,

1 In 1972, about 400, 000 ‘pounds of fresh and frozen
. pPOTk were exported froa aanitoba, Saska tchevan, Alberta ,
_and British Columbia to the United States. dver 60 percent
was shipped to New !ork, New Jersey, and Pennsylvania.
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TABLE 3.1

S |

~——EXPORTS CF PORK FRONM CAIILDA TO THE PACIFIC REGION OP TBB
: UNITED STATES, 1969—1972

asezcEcsssE=EcsassssETSSETEEIEssssTESrIsssTEasssshEmsmssmse
Year Presh & Frozen * Processed 2 Canned 3 | Total .
e T T
1969 . 23,563 9,892 68 33,523

1970, 77,704 ' 16,170 394 o 88,268
155%“* 119,427 10,926 35 130,388
1972 105,136 12,813 . 13 117,962

1970-72 100,755 '@{,3oa . w1 112,206
Total - (89.79) - (10.07)  ~ (0.14) (100.00)

- D WD W P G > W P S AP U WD Y D WP SR I e B D WD D e T A G D WP > S W o D W D W S D . P

1 Prlnarily Alberta, Saskatchewan, and uanltoba.-
" 2 60 percent from British coluibia.
‘3 Prllatily Alberta. .

4sonrce:. Data supplied by statistics Canada, External Trade
Division, Information Section at request of '
Agglculture Canada (Unpublished Material, Ottava,
1973) . .



'{ . ' ) ~
| 3 o
« ‘ ..
, TlBI.B 3 2 , L o
EXPORTS OF PORK PROM !I.‘HB PBIIRIE REGION TO THE PACIFIC
REGION Ol’ THE UNITED STATES, 1969-1972 1 '
: Frésh and ' e Peﬂcent of Total
Rear Frozen Processed Canped Total Canadian Exports
V~O'¢.¢'00!o..‘o¢‘o-o C't ..flo".o.oooo)hoo . ,
1969 22,693 3,703 - 52 - 26,448 - 78.8
\\a1?7° 75,642 4,463 360 80,465 91,2 -
1971 111,708 3,442 n.a.. 115,150 88.3
1972 . 95,168 3,631  n.a. . 98,799 . 83.7.°
1970-72 94,173 3,845 120 . 98,138 - 87.5
® of ... - .
Total  (95.92) . (3.92) . (0.16) ' (100.0) .
-3 Prairie. Region is’ llberta, saskatchevan, ‘and
' Manitoba, Pacific Region is Alaska, washington,.-~

Oregon, California, and Havaii.. o S

N

~“source: same as rable 3.1.



TABLE 3.3

EXPORTS OF PORK FROM SASKATCHEWAN AND ALBERTA TO THE PACIPIC
_ REGION OF THE UNITED STATES,1969-1972 .

‘ €9 . FPresh and .

'!edr Prozen/’Procé

® o 0000 s vevesse e
N

1969 _ 20,389

1970 60,163 .
1971 83,735
1992 74,288

1970-72 72,729

% of :
Total (94.89)

3,703 . sz
4,329 360
3,416 n.a.
‘ 3,631 n.ag’

3,792 120

| .(6.95)‘~f3(0:76)

Source: Same as Table 3.1.

‘
(. '

LA S S 28 2 1 ¥ T T ey

7 ,
Percent of Total

ssed Canned Total  Capadian Exports

T

cwt o‘oio-.ogo_oo-o.'foo . '

26,144, . 71200
64,852° . 735
87,151 668
77,919 66.0 i
'.76a§41 b ses
(100.0)



TABLE 3.4

PORK PRODUCTIS EXPORTED PROK SASK‘TCHE'AN'AND%ALBBﬁT e
(RBGIQ“S)_TO THE PACIPIC‘RBGIOH OF THE UNITEDESTATgS,

6,1 ’
o =
P
' T

! - -
Ty o R
.'! ) ’r},;_
. L}
{. ..
. ' :
5. ‘ y
» s -

973"

4

v

* . . . ﬂ;
. . . . - B . “ +
=EaSEsssmmsE=s==ss ================_=====8=======S=========== sSe=== ] “‘
. . . ) @ N . . o '_ - v ' . ’
Region - B . B -, C otal

-

-.;..t;.§.Qo..;-;"000 1$$5...;%1..b.:‘

: Norfherp' A . Lo R ‘
. Blbeffﬁ - o “(088' » 666 ° o 77“

- Southern .

‘Alberta . 823 178 e - 53

saskatchevan . 4,066  "-361 -. 2,535

) ‘ o . . X
Total ~' =~ .'8,977, 1,205 3,362 3,
. 3 e 3

. Alis Rorthern'CaliforniQa'*
- Bis southern Californjia., . T
C is 1daho, Oregon,. and Washington.-
Sou:ce:»capfidential Indqstry'Sou:ces.u”‘

.
A o
FAR
e
X
-

;5152§,':
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0 «

nerchandisers in California (Table 3. 4). In 1573, meat

~

‘Processors in california ilported 10 1 nilli&n ﬁbunds of
N,

pork products frol Alberta ana Saskatchevan.- ovet 8. 9
lillion pounds vent to neat n#nufacturers in Northérn

'California.i ‘0f the 3.3 Iilli&h pounds of pork products

rexported to Idaho, oregon, and Hashington, apprOX1nate1y 67

- a

percent vent to process1ng firms in washington.

o } . v ‘ -
o - R ¢ L
Fresn and frozem pork bellies:are theﬂgosteinportant

1nport 1tens, followed by pork skins: p1cnics. and butts,
respectlvely (Table 3.5)- Speclalty Ieat Processfng flrns
*and ueat jobbers operating in Callfornia and Washlngton °
create a narket for secondary pork products.‘ uore .than

~700,000 pcunds- of pork hocks and 200 000 pounds of pork :

- talls-were }:ported fron Alberta and saskatcheuaﬁ sausage

au@ salanl nanufacturers prov1de an outlet for head and

cheek neat, snouts, trlnllngs and po;k offal.
‘--The~rork rrade of Alberta and'Saskatchevan's packing
o N 1

firns v1th meat nanu!&tturers in Idaho amnd oregon has .

I

predon1nantly been in fresh and frozen pork—heITIg; (Table
3.5). In 1973, Idaho recelved 552,000 pounds.of'Canqdlan
~pork bellies while oregon received 3&7,000;pou!!§,55bout'90

percent and 70 percent..respectively}:of their total pork

imports from Alberta and. Saskatchewan. Butts, picnics, and-

. fresh and frozen hams vere imported to a lesser degree..

¥ - Presh and frozen. pork bellies account for over 33

K



;California, Idaho, Oreg n, and Iashington. The most popular

| ﬁize categories were the eight to ten pound, nine to eleven
pound and eleven/{o thirteen pound hellies (Table 3 .6). Ofgp;
the 4. 5 nillion pounds of pork bellies exported to the_ |
PaCific region,. . 4,0" uillion pounds vere in the. above

| categories.t Californian meat processors purchased.57 7

percent (2. 6 ‘million pounds).of the pork belly inshiplents

from 51berta and Saskatchevan while 22 7 Percent of total

>

Cinshipnents were delivered to processors in washington.

'The establishuent of an effiCient comaunication systen

=
et }

between Canadian suppliers and meat processors in the e x

'PaCific region is an essential requixelent for narket

expan51on. The: lain source of custoler service is a meat
- broker‘ in the Pacific region, folloved by direct packer

sales through the Canadian office and packing firn 4

sub51d1aries in the western states (Table 3 7) ueat hrokers

_ alone account "for more than 53 percent of Alberta-and

Saskatchewan pork sales in the Pacifiq region.

uarket penetration also reguires a thorongh s : l
ﬂndenstanding of available Supplles and'consuner demand in a;

\ '.Larhet area. Criteria 1nf1uenc1ng the supply and deland for
pork products ic the PaCific region are evaluated in the

‘. \ :

. next chapter. ' . . u~“\~
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. TABLE 3.5
EXPORTS OF PORK PRODUCTS FRON ALBERTA AND SASKATCHEWAN, BY
PRODUCT CATEGORY, TO CALIFORNIA, IDAHO, OREGON, AND
| ' ~ WASHINGTON,1973 : R

-

]

L]

product ~~  California Idaho Oregon Washington . Total
I T e T
Pork Bellies. 26,507 5,526 3,474  10,919 45,926
(F& F) ' o R ‘
pry Salt - 779 9  n.a. . n.a. 7188
Bellies ' R _ . y
‘Pork skins 27,320 n.a.  n.a.  m.a. 27,320
Tails. | 2,027 20 n.a.  n.a. 2,007
| ‘Hocks : '7,260 n,a; n.a;‘ QOO c 7,660v
picnics * ° 7,935 - .m.a. 501 3,263 ° 11,699 .
Butts - 8}062’\ n.a,»'z ' 883 462 9,407
~Hams (st) .. 586 ’ 303;5_'n.a. 2,765‘  3,897;'

'Head anﬂ*Cheek I S _
Meat, Snouts 5,654 B.a.  Dh.a. -715 6,369
and Trimmings _ o s

Backs and - 2,948 n.%; ﬁ.a.  ',»1;§5a' ¢,302
Side Ribs v S ‘
Jowls 3,692 n.a, - ma. . 1,432 528
 offal 5,428 n.a.  mea. 1,167 . 8e595
Spareribs - 1,023 n.a.. = D.a. n;g, T;f__ 11023jf~
other - 2,603 n.atl | n}a;.'i 681 3,284 o
Total 101,824 6,158 4,858 22,601 _135,&41

’ ..Source: Same as Table 3.4. o 3 éff S



TABLE 3.6

47

EXPORTS OF PRESH AND FROZBK PORK BELLIBS, BY SIZE CATEGOR!,
FROM ALBERTA AND SASKATCHEWAN TO CALIFORNIA,- IDAHO, ORBGON,

1lbs ceesseccieccasntecncapes COWE coiienectccrectacccsncas
6-8 .. 1,256 n.a. 428 1,680
8-10 7,404 669* : 7 063 15,958
90-11 8,677 1,290 4 1,376 13,426
10-12 n.a. 552‘*"9 369 921
11-13 5,954 861 1,185 [10,619
12-14 3 102 n.a. o 105
3“%16 ) 2 n.a. n.a; ; 2
16-18 “ou2 n.a. - n.a. 942
18-20- = 927 j.a.  n.a, 927
20-25 1,342 nea. ¢ . a. 1,362
rotal 26,507 - ,-'3‘,431;_ 10,819 45,926 -
%of . o . -
Total  (57.7) (7.5) (22.7) (100.0)
squrce: Saie as TahleVB;a.iii

AND HASHINGTON 1973

Oregon .

Vashlngton

" Total
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PRODUCT SALES -PROM ALBERTA AND SASKATCHEWAN, BY MARKETING
'CHANNELS, TO CALIFORNIA, IDAHO, OREGON, AND WASHINGTON,1973"

o ’ o . . ' . - . -~

-+ 223 2 2 3+ 2 2 2 Tt 2 2 3 2 24 3 R e S

-'Salés‘ta;egory California .idqhq ~Ote§on Washington

. Total
.o-’o.o.o-;‘-'oo'.cooocn ‘ c't 01‘-..‘.0,-.o‘c.“o_‘o‘n"’o;oa- _V
Hesf Coast . ' R T : . o .
Meat BrokérslA 67,674 i .28 ‘neae. 3200 68,022 -
‘'Mid-Western . o o f‘ . _‘ - TN
~Meat Brokers. . 3,507, n.a.. n.a. 1,175 4,682
pirect- - . e . |
- Purchases - ‘N.a.. neae. n.a. : 324
Canadian Pééking B L - '
"fi:ns(ﬂ.Coasfl 11,929  n.a.  n.a. R.a.
. _ﬁ R . : ’ 3 ) ) .
Direct packer . =~ = S
Sales . . 18,714 6,130 4,88 - 20,782
 motal - 101,824 6,158 4,858 22,601

_Sodrée;»Sanewasjrabie_3.ﬂ.‘
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" CHAPTER IV
f R 4 :

THE PACIFIC REGION OF THE OHITED STATES

The states of Caldiforniz, Idaho(‘washington; end Oregon‘

conprise the -arket area considered as. hav1ng export
~ potential for Alberta and Saskatchevan pork products. Iu
estiuatlng thls potentzal. one -ust con51der the fundanental :

factors 1uf1uenc1ng long-run supply and denandffor pork.

A

 Pork Supply
The relationship betueen'the expected'faru priCe"aud.
"'the quantlty supplled is known as the supply functlon. The
'anount of a product that faruers are villlng to produce is

4 od1f1ed by the expected price of the product, expected

prlces of 1aputs, expected prlces of substltutes and

.

conplenents 1n production, and costs of produc1ng y

substltutes and colpleuents 1n production. Technologlcal
' 1lprovelents resultlng in greater eff1c1ency of capltal,

1abor, and feed conversxons dre also 1lportant

B 4}:;_1

wlthin the llllts anosed hy exlstlng technology,"

| producers attelpt ‘to satlsfy two criteria. The flqst 1s the

'

“
hd e .
.. - .

. 1 W,F. wWilliams and T.T. Stout, Economics of the
T Li stock-ueat Industrz (Nev !ork.vThe uaculllan Co-pany,
1971). , L .

1
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selection of a conbination of factors that will nininize
costs for any level of output, given fnctor prices.~ . ;L‘Jt
Secondly, producers ath|pt to select the level of output
that will' naxilize the dlfferehceebetveen total rexenue andf»—

total costs, given product prices.‘ In the agricultural -

. v‘ ' . .
I U

sector, a firm uill achieve its profit-na11nlz;ng position
B by adjusting output-unt11 narginal‘cost.equals.productj
:j'pEQCe;! ' |

Hog production in the Padific reglon (includlng
nontana) has never been 51gn1ficant. It has contributed
' less than 1. 5 percent of the United States' hog productlon
since 1960 (Table 4.1) . Hog pdeuction in Callfornla has
dec%lned over the last decade fron 89.8 nillion pounds in

¥

_ 1962 to 53 6 nilllon pounds 1n 1972. Durlng the sane\
period, hog producthn 1n the states of Hashlngton and
Oregon decllned approxinately 20 million pounds fron u6 0

| and 54, 5 lllllon pounds, respectlvely.; Slnce 1962 hog -
productlon 1n 5ontana has 1ncreased aPProxilately ao nllllon
pounds, reachlng 88. 4 nlllion pounds in 1972.1 Idaho's hog

productlon has fluctuated betueen 37 2" nllllon pounds and

51.8 nilllon pounds 1n ‘the sane tlne perlod. 4 _N"”p.v,_ :
B \ contributing-factor'to the;decline of'hogpproduction

= T
' 1 R.G. Bressler and R.A. cgin 9. Markets,. Prices. )
Interreglonal Trade (New York° John HlIey an sons, Inc,, ., .-

..
i3
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-.on the vest coast is that the states of washington, Oregon,

o

and Califcrnia are deficit feedgrain states (Table a 2)« 1In
1970, the states of Washington and Oregon vere in a deficit

z:'feedgrain pOSition of 196 000 tons and 128, 000 _tons, ;m_f____;gg

respectively., An eguivalent conversion to barley vould be
13.5 nillion bushels, while 10. 8 lillion bushels of corn
vould be required to, satisfy the livestock industry's

‘eredgrain denand over regional production.t Idaho had a

‘feedgrain surplus of 223 000 tons 1n 1970.

California ilports approxilately 45 percent of its
feedgrain requirenent.' Its feedgrain defiCit almost doubled
’between-1961 and 1970.‘ In 1970, California had a feedgrain |
_defic1t of 4.0 million tons (equivalent to 166 lillion '
lbushels of barley), 1.5 nillion tons abOVe California s -

. ‘feedgrain requirenents 1n 1961.

California lioestock producers face higher feedgrain<‘

_ prices colpared to surplus grain produbing states by '
approxinately the cost of transportation frou the surplus ;
area to California. ‘ﬁespite these higher costs, producers
Vthere have renained competitive through econouies of scale."

'techn1Ca1 effic#ency, and nearness to a lafge and growihg

m»«-.,. TS { ¥y

B

. 1. Bushel conver51on rates of ua pounas and 60 pounds
vere ufefl) in this esti-ate for barley and ‘corn, .
"respect ely. . :

‘y
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'T\\' P ' “ " '
coneuler larket-l Although cattle and poultry producers have
laintained their cOIPet*tiVe pOSitions colpared with other
. livestock producing regions in the United states, hog
~producers have slowly dropped out -of- production -and/or -
shiffed thelr prodnctive resources to’ alternative farm
Ienterprises. Calrrornla packing plants have responded to

'-the declipe in local hog ‘supplies by purchasing 1ive hogs

sy
- \

:-'fron ‘other states."

-

In 1952: 1 5 nillzon hogs were‘slaughtered in state and
'federally 1nspected packrng plants in California. of these,
- 1.27 nllllon hogs were truck and rail 1nshipnents (Appendlx
D, Tables D.1.and D.2). vRail,inshipnents, via trrplehdecked
B cars fron Iove;,Kahsas,'hissonri, and Nebraske, aeeognted
.forAapprorﬁrately Ss.éercent’of the 1972 hog inshipments.

e

consuner Demand .
The relatlonshlp between factors that affect
rconsunptlon and “the. consulptlon of a ceaiodlty is knovn as
the denand functlon. Populatlon, age dlstrlhutlon, size of
_ households, per capzta incomes, distrlbutlon of lnCOIé

| ltastes and.preferences, pronotion.ags‘-erchandiSLng, przce‘

of the prodqé!} ind}pridés of_sﬁhStitutes qmd ponplengnts

: '+ H,F, cCarman, Callfornia's CogpetthVe osltlgn 1n
Cattle and Poultry. Production (Berkeley: Agricultural
.‘Extension service, Agr. BExp.: St., Giannini roundatlon of

Agricultural Econonics, 0ctober, 1972).-;- .




FEEDGRBINS'

. source:

TABLE 4.2 SR A

DEFICIT OR.SURPLUS POR THE STATES OF IDAHO,
' wasalucmou, OREGON AND CALIFORNIA, 1961 TO 1970%

Relationships,.

Califoigia
. “.000 tons .'....‘..‘...........
1961 ' » . =2,505 .
. ) S
1962 -2,872
1963 -2,525 -
1964 | B  =1,815
L . : o
1965 +192" -468 -177 -2,458-
1966 -102 ~400 -206 . -3, 741
- 1967 - 26 -687 -417. - -3,710 .
1968 - 168 -666. -3§2 . - 3,801 "
- [ o o T‘ ‘ . -
1969- + 20 ' -485 =237 . . | 4,473
1970 = +223 -196 =128 <4,014
) .’ ’ . ’ Y ' )
“““““ S » Rt Wi
1 'Additional disappearance not included in this
conputat1on. Feedgrains include that needed for
seed, husan food, and exgort. ‘
 0.S.D.A.; natlonal and state iVeStock ~Peed
- statistica% BiiIetin No.Ghi6 .

. (Washington: U.S. D.A., ERS, varlous issues);
- d i

'statlstlcal Bulletin No.337 (supp.) -
© UsSe n.A., BRS, Varlous issnes).- L

, AR
shington:
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L ' : ‘ .. .
_all‘influence consuaption.2 R
' ‘ @

e

The deland fnnction is hased on the aésunption that

.\.
o 6

e consunersvattenpt to*laxinize-satisfaction or utility,xgiven

2 level*of incone and a choice between cohlodities'ﬂ: , b

Purther, it is assuned that each consuner has adequate »ﬂeyh,
S
inforna"on pertaining to his consunption decisions. i:s.,‘

v

the fuli range of goods and services available the capacity*
w
of each good and service}to satisfy a uant, the exact price N

Lo of-eachﬁgood and seryice, the knovledge that his actions in

the- h?fket will not affect prices, and E%s exact money

incone during the planning period 2 p'r'-; B
“ o . : . | V‘ . LT

~ L.
v

Population could be expected to have aﬁproportional ¢
efébct on consunption—-if pogulation doubledx then \LJ, | ,
consnaptaon should douhle, geteriS’naribgs .ﬁ Unfortunately,
other things do. not relain constant over tiae, 1nc1udrng A

price, ccnsyner expectations, age of poghlation, and incole 4Agu

distrlbution.u“.‘§]:_ 7 N ,§ ;\._“ . Tf°<; o -f . s
\ o R . < o Jb - 0 C e . .
T&e,pqpulation Gf the four Northtestern states o f,“f o

'a(California Idaho, Oregon, and Washington) 1n 1972 totaled

Ey) iv ) - .. ,-»

e 'l‘w A, Cronarty, "Pree uarket Price Projections Based
'on a Formal Econonetric uodel. ggugnal Farm Eggfoligs v
© Vol.43 (1961), pp.365-382 R, ‘Holmes, The: Estimation of -
. Demand d_Elasticities for nbst' nte Poods (Ottawas AERCG,
1966); z.. !ankousky,iﬂlgricultural Dela“ and supply: . - e
- Projections for 1980," Canadian Farp pomics , Vol 6 AP
‘" (Pebruary; 1969) , pp=11=17.: "~ . o
. 2 C.E, - FPerguson, Njicroeconomi L €0y ood S
Richard D. Irwin Inc., 1972). ;’ *ﬂ:\_ BT /‘ o




.?‘Qﬁta.nillion., Three-gnarters of this pOpnlation resided in‘f'
" California,.with 1Q. aillion people concentrated ih the Los"
o Angeles&Long Behch and San Prancisco-Oakland aetropolitan

= ‘ centres__(»mble a 3) - _.,,,h___u.n, R an .-_e._,e' TR \

-

) .j»whe effect ot long-rnn changes in incone are veli
known. The percentage of incone spent on food declines as
" income rises, although absqlnte food expenditures may
increase. The conposxtion of the diet also shifts with

;.consuner afflnence.‘ consuaers becOle conscions of : .ﬂf“*\\gg‘

nutrition. an%‘tad}es APPLUﬁgCB shift fron starchy

|

carhohydrate,foods'tovards higher protein diets-t At the

sane tine, _4riety~in diets and guﬁlity Selection becone

1nportant purchas;ng criteria for cpnsuners‘tith rising

o~
o

incones. A o R
"':‘. o . . . ,~;~ - ) - a i ‘ t;’ ) ST . .A . -
. ) R4 :

_ v The per eapita personal incone in the United States
. averaged $4,157 ;n 1971 conpared to $3, uos in Canada (Table B

< W, u). Consnaer incone in the hajor netropolitan cities of

i' & " -
the Pacific region vas at least $§00 higher than’ the incone .

. of the average Canadian consnner."lt the sanme tine their -.@ff

2

per capita personal 1ntenes Jexclnding Los Angeles-Long
' Beach and san PranCisco-oakland) fluctuate around the o

A

.,\'

. 1 A_F, Bccallaa::?rld Pood_ Sepply #ng Delagd
Situation (a paper preésegfed at the procee ings of National
Gon erence on challenges in Fooqa uarketing, Bdaonton,~““' .

Albert&, March 5,6, 7, 197%), pp.7-13 ’
2 N iillians ‘and T T.» Stont. gp cit.o p 55“-

-4

*® .
S )
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DOPUL!TIO' POB IRB UIIIBD‘STATZS 283 S&ATIS or CALI!DRIIA,ID)!O”

on(my. nu,usnxucrow un anoh cxuns. 196% ro 1912 REE
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! et et Tl P UL S U N
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, g =i Gl : -a maasaesuun s ssaum-
v v s < o - M B R Je

¥ State of City 1966 1’961 v 1968 1._'9'69“' fﬁ‘lo}f . 1’91"_3,1 1972 L

o " n r : - .l N - e . - NEDCRR >
L R - SN . T

.

cixigofui 'AJ 10,61 ,.vw.a-gs_ 9,18 19.u_ 19:95 zo.ze': 20,87
 raae. L 700, 030 071 0 o 0 0475
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s

; !Bl CAPITA PERSONAL INCOH! POR CANADA, THE UNITED STATBS AND. SBL!CTBD

CITIES WITHIN THE PACIPIC REGION, 1966 10 1973 - N
- I-.-‘n"u‘..l.l.’.‘.'.ll.--.!ICI‘-------“--i-n-.--i-.’-'-l.-v.igl.i----- : ~‘
city . 1966 . 1967 19 3. 1969 ', 1970 - 1971 19721 19731 “
“ . G T - .
secevseisasecnsscnnace . do].lats cecesccccevacnecananys
L.l.-l.ong Beach 3,806 d,onfu /337" 8,629 5,087 .5,087 5,313 5,548
San rzancisco--f 4, 077 8,386 4, 69n 5,028 5,336 5,633 5,94 6,270 . g
Oakland . . ' T “ :
‘San Jose .o 3, 335 'h?" 3;,_93::' 4,227 8,389 8,572 4,763 4,954 h
Sacramento  #3 o? | ’a‘"”; 3,466 3,638 3,881 4,098 8,327 8,570 L
' 'Bofse S 2,791 z.9ue 3,110 3,425 3,745 3,§9n 9,259 4,581 -
i»b:una ; ', f 3,281 3,a‘n' 3,762 4,001.74,199 8,436 4,686 ‘n,ed.‘r' S /
SOattle-zvetett 3,667 3,955 4,232 8,439 8,895 4,488 u-,s‘s‘a "8,583 / R
spokane . 2,938 3,195" 3,807 3,733 3,600, 8,050 4,316 1,59
tacosa . z,'gnﬁ,"a,ogé' 3,650 3,802 3,910 18,021 #‘]32 ‘
-u.'.u.'a‘» States . ”'2'.'9740',;°:.“'}.1"r’o 3,836 3,708 3,932 84,157 . 4,395 4,648 . ’
Canadaz L z,,303‘;'z-.uez 2,689 2,9u3'_. 3,128 3,405 3,756 8,228

’

- o i i g - - - - - oo
. ‘

. B o . . ' v

g ' lutho:s' estilgt .
. 2 Canadian curranéy. . P ‘.-’ e
Source: '.u.s. Depattlent of Commerce, Surve Current Buszness,Vol 5}. -
. N Y (ﬂashinton..- Bureau of ‘Econoai¢ "Analysis, May, - 1973). . . '
& . statistics Canada, Canadian Statistical R Reviev, CatlNo.11- 003 o

i “

(Ottavv statxstics Canada, various. 1ssue.,J. . . . ST,

- . e R



“'(,l.S.‘ 'average of Slf 157. Per capita'eersonal “incomes in the
metropolitan- centers of. Los Angeles-l.ong Beach and San .

r Franc1sco-0ak1and exceeded the 1971 U.S. hat:.onalw average by

© 5940 and s1,576, regpectively. e |
b/ o A reglon M}’h a %arge 1afion _base and a high income .
!‘_v. bracket provi é gn e .»;,‘ ]ﬁnt larket po?:tlal for red B
' neats.)e(eral st ,“i’ES have evalna{:ed C 1i£orn1a s leat : .
\ﬂ.ndﬁstry.," i i)peports ﬁdicate that Cal:.fOrn:La has been, /
Lo, o
25 PR

""-/- and )é?. cpp nue nﬁ: be, a heef-consuling state 'hecause of

e -
f’ts coqsuﬁ affluence. , .
o, N TN e " ‘ O
..<,a . . ,s I ‘?"& ) ‘ . i B l‘ 5 . “ _»._v 9’/

_/ qaeg.z*onal per caplta cpnisp,nption calculatrons for leats

/ oy
: 1nd1cated that pork consuhption in Callfdrnla was belov the

‘ natlonal average fron 195 D to 1961 by approxlnately ten ..‘

—pound'-s (Table 4.5). By 1971, 1t'vas est:l.mated that the ‘per.

caplta pork cogsutptlon pread betveen Cahfornla and the.

Unlted States average hf,d 1ncreased to. twenty-four ponnds.
l‘ YV - x

e Pro;ectlons to 1980 1nd cate tha? this spread wlll rjualn

.-.,E‘rbqyé;,.flfteen pounds,‘ h:.le per caplta pork. consumption will -
- ~ . ' -~ \v . N & . v e '*@ _

‘decline from the 19771 fl.evel. . }-::e»»-.\ = TS

o ' A S

S 1 3 H. coth rn, The Callf.ornla ueat Industrz _A : %‘,
' Summary of Recent’ nds and _prospects for thé Future (papér L
= ’presented at the 1¥westock _jesearch Aavisory Ccommittee . 4

* Meetding, Davi&, November 2 {L’72). J.m €othern, -

. Principle_Factors Affeécting the Demand far Meat in’
- California (paper prepared for the Ageriean Livestock' and
Meat Boatd, August 19, 1973); A.B. Richards awd P.J.
% Biaggi, Trends and Outlook. Californn.a and_the Uhited -
. 7 -States ueat packlnq Industry , cal. . Agr. EXp: st.,

cn,‘cular 518 (Davis: G:.annlnl Poundatlon, JanuarY. 1963)- ' 'Q'-‘

.t- v -—.. ) ;; .l@ . N ‘N ,‘& , . B . R ” ‘ 7,‘. “ '.}'J . .

e . . P s ¢



T maLE 0.5
PER CAPITA CONSUHPTION OF PORK.  IN CALIFORNIA AND THE UNITED.
STATES, SELECTED YEARS

' Region ‘.',, " 1955 1961 1971 wso

oo.;.-..‘._. “pv'oiunds .“..“.......i- . . , ‘.
.united'States.,Q  62:1 61.0 -73.0 -63.0 | %,
Talifornia  ~ - 52,0t 51.6  49.1 . 47.0
' he ) L | &%

1 Callfotgla, Oregon ‘and Washlngton.

Source: A.B. Rlchards, and P.d. Blgm Trénds and._ Outlook.

California_and_the -United- s Meat Pack n
Industrx, Cal. Agr. Exp. St. Circular 51&?TDa71s-

© . Giannini Foundation, January, 1963;,. .qothern,"
“ - Primciple Pactors Affecting the_‘%&ng for ueat in -

California {(Paper Pl:epzu:ecl~ for the™aAmerican
. L;.qest_:odk 'and Meat “Board,. jugust 19, 1973).

T - : 2 .
L A

1Y)

.
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‘ Althodgh the studieé'portray‘a certain skepticisi _
‘toward the possibility of expanding pork consunption in
California. they assune pork will be -erchandised in 1ts

traditional forl. Canadtan pork,products have never been>
l

er’pronoted in California.  The larkef ‘appears ripe for an S

\‘,.

aggres1ve, inaginatlve leat lerchandlser who concentrates ‘on

pralotlng lean, nutritious. and-price»conpetltive.pork“'f{
-'prbgiucts. R ) T B :

g Py S S g
o, &y . . ” Fagd' o T

Potential Consumption

“

A
] N *

L - : i ?P’;
& ’ Al
" Pork consunptlon is posu:lvely assoc1ated vith 1ncon§%
™

, 3
1n the nestern Unlted states l At the sale tlne, per ca 1ta

pork consunptlon is below the national average p} at least
ten pounds. This indicates that_a,parkqt is avii%able for

héxploitation‘hyfé.grovth'éonscious industry.‘ G

A

Industry growth can be acconpllshed by expandlng the

 various. flrns' act1v1ties for their - particular products,

_and/or by’bhdnglng the conp051t10n of the product. 2 Ansoff

.vpr¢posed that narket penettatlon. narket developnent:

-pr?duct developnent and dlver51f1catlon abeﬁthe fou; grovth -

strategles based on cross-cla551fy1ng product*market

- l_ ! — ‘I} . . i " "j ’ ’ A ’ v

: W.F. Williams and T.T. Stost, &p. cit., pp.553.

- 2 F.D. Sturdlvant,fet al., uanagerlal Analzsis in
.uarketlng (Glenv1ew. Scott,‘gore5|an, and COmpany; 1970).f.~

o

o



. "‘ .. ': ‘ . . _’v .
extension possihilxties.t His stratﬁ'ies are iilnstrated in

Figure 4. 1, and are defined as folloaq o
| 1.. Market 1>enetr:at;lonl ;‘g.n aefks ,ine:eased sales
-'_of_ its pres/ent products in its present larkets throug;: logé e
'aggresive prOIotion and distribut:.on g ' .

24 uarket Develop-ent°\l flrlwseeks new larkets for

'its present produ$ts o . W '«q
3. Product Developnent' A flr- seeks’ 1ncreased sales~

’

hy developing new products for its present larkets.
/

4, Dlver51f1cat10n. '\ flrn seeks 1ncreased sales by

developa.ng neu products‘ for nev{ narkets
' I

‘Market penetratlon is. the nost obvious neans for - ;i:‘ .
1ndustry grouth ‘ Firns utllize eristlnq productlon and
distrlbutlonf%acilltles for: thelr ptoducts.' Further, they
atte-pt ‘to. 1ncrease their narket shares by. conple-entlng an §~
aggre51ve pronctlonal canpalgn vlth a 10' product prlce. A 7%
.nlnlmum prlce stratégy is feasxble 1n a prlce-sensitlve'
-';narket, vhere productlon and dlstrlbntlon econonle can be
:ptﬁrei,pand vhén flrl entty 1nto the 1ndustry is B

s;*? LR e -
Whengm e xisti ',‘pro,d'uct'._'s 1life cycle approaches a

»

j trg;tegxes §oT Dz.vers1f1catz.on, "
wse-ptelbecb0ctober, 1957 pp.113- K

.““" £

"iAnsotf,
Rev i

na enent: Analysis - .
Cliffs: Prentlce—ﬂail,'

& B
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~~ downwvard trend, an'industrywcan be revitalized by e

discovering nev uses for its products. Unfortunately, pork -
"has few alternatlve uses other than consunption. Thus, |

in!nstry revitallzation nnst occur through product

developnent._ The f1rl responds to, and/or creates, new

+ consumer vants/by altering the forn of the product.

A potentlal for expanddng the sale of pork products in :'

i

- the Paoific regionudoes exlst. Successful pork advert1sing
' and..?romotion hinges'on"the 'lnaginatiom and creativitysof
industry nenbers." A nu1t1~faceted pronotlon%l canpalgn nust

: create a’ s%ﬂasn between the %&ye pig and pork prq%ucts 1n
. 3’3 Ay .

the consuner'sAnlnd ' Purt, nore, the psychologlcal stlgna
that pork is‘an 1nferlor neat in terns of nutrltional and o

health qualgties should be dlnlnished..
F AN

N . 4
¥ }

Accepting that the'neat industry isbﬁilling"to

undertake an expen51ve and. prolonged advert151ng and

) pronotlonal canpalgn, per capxta pork consunptlon in the

. Paciflc reglon could 1ncrease by fourteen pounds and reach

the naﬁlonal average by 1980 (Table u 5). Furthernore,,by / }

4 N
1980 30,47 million people vould re51de in the Paciidc -
AN
reglon 1f average flve-year populatlon grouth rates (1957-

1972) of 1. 6 percent contlnue. Therefore, an addltlonal a26

nlllion ?ounds of pork tbuld be required to satlsfy consuler

ﬁ‘l""" L N A
. ‘: : o 4 ;-'i‘.ez

[



-denand;‘ e ' #//lfa‘

Presently, Canada's pork exports to the United States

- account for 16 percent of the United States pork inports

Y

Y a
S

(lppq'dix C., Table c. 9)s_ consequently, Canadian pork 7“;7"‘

-

- exports to the Paczﬁ}ﬁr;egion could increase by 68 16

‘liilion pounds. Assuuing that ‘an average Canadian hog
:'yields 150 pounds of consunable product usa 000 hogs will

Tf the traditional Canaﬂian
¢

be required tQ fulflll demands.

hpork trade patterns Vith the PaCific region prev: 1, Alberta,

‘and saskatchevan vould Capture 68 percent of this volune—-an

'eguivalent*of anvadditional 308,000 hogs per- year..

-’ J:

: The geographic proxility of the Pacafic region to- »

Alberta and Saskatchewan reinforces Canada's conpetitive

-

posation for expanding its narket share. Identifying market

h

factors that nay alter this conpetitive pos1t1§n is;%
' paramount if successful strategies for narket penetration
'are to be 1ncorporated. The theoretical franeuork used to

"1dent1fy larketﬂvariahles ‘that 1nfluence Alberta and

o

Saskatcheuan por{ trade v1th the Pacific region is developed‘

in the next chapter The developnent of an econonetric

'.nodel with an a priori intefpféf‘tion of ‘the expected

o

. results conpletes the chapter. o

1 Total peork denand for the' Pacific region of the o. S.

is estinated at 1,919 uillion pounds hy'1980 1f per capita
B pork consunption .in t U‘S. is 63 pounds. .

a v

'

A



ARE R B CHAPTER V
. . “;L, ) i

i SPECIPICATION-OF THE ECONOMIC. HODEL

' \L

The Pacific region of the United States prov1des a

?arket potential for erpanding western Canada's‘Pork - R

774
"

“exports.. BUSLDeSS firas engaged in the purchase,
L |
proceCSing, distribution, and/or sale of neat products in C:

this region are already purchas1ng pork products fron

-

',Alberta -and Saskatchevan packing firms. However, thoy are
also purchasing pork products from meat suppliers in their

1pned1ate v1c1n1ty and other United States. reg}ons,

I

-particularly the uid-Western states of Iowa, Nebraska, ~},'

_.Colorado, and South Dakota. The dec1Sion of neat processors,

"n the Pac:.fic region to purchase pork products fron Alberta
ahd Saskatchewan neat packing plants 1nstead of. packing '

plants operat@ in the pid- western United States is . . ey

1nfluenced by a- nunber of factors. These factors can he R

evaluated by developing an econo-etric lodel, the objective

N

‘of which is to isolate larket variables that w111 a551st in

‘ predicting when a neat proce551ng firn v111 or will not,
”
purchase Canadian pork psoducts ov r their United States"’

e -

‘counterparts.' In doing so those Variables that alter
existing and potential pork supplfes in each supply region

are identﬁfled Pnrtherlore, Variables that 1nflpence pork

A . - :
‘ - '

d consunption iq the Pac1f1c region Bust be con51dered v{?;



. j'k"‘. .

- pork stock5‘ (6) the reta11 prlce of pork in the fira's

. The econOIetric model fornulated attelpts to explain
the .veekly flov of pork products from Alberta and
Saskatcheuan into California. Idaho, Oregon. ond-iashington;_|
- Often, insufficient data places .a model's’ reliabIlity in. -
‘question. Houever; the 1dentificat10n of independent
varlables\explaining the varlation in the dependent varlable
is paramount in developing an elplrical model. Accordlngly,
1t ﬁé hypothe51zed that the pnrchasing behav1or of a
process1ng ffrp operating 1n»the Paciflc region of ‘the
Unlted S%ates is 1nf1uenced by: (1) the vholesale orice
spread of pork cuts between supply reglons' (2) regional
slaughter; (3) the farn prlce spread of hogs narketed in
different supply reglons- (u) local slaughtqy. (5) reglonal :
,/‘ -
region; ahd (7) the season.~ An explanation of each'bf,these#

variables will follow.—

' . " . ¢ . '\‘-_
o ) . ;‘@i. :

_ Theoretical Fra

- %

*

eworkf

rA The surv1va1 of a flrn in the 1bng run depends upon the

entrepreneur's ab111t1>to maintain a proflt Purchaslgg rawf
r——

materlals frol the cheapest source of supply and selling-

processed products at naxrlnn ptéces partlally acconpllshes'

’

hisv



' A

i
-

N

/

‘ 1ncent1ve for profits 3’

profit naxinization goal.l thernatively, a fira lay ?e
comtent with a profit level belov the optiual poznt._;In
this situation, factor price is not the only deterlinant
altering an entrepreneur's purchasing behavior. Reli&hility |
of supply, physical risk, product yield, and naintenance of
narket share through serv1c1ng accounts vith quality o '
products are 1nportant decision consideraﬁiOﬁs. o

Profit is the~principle motive for firns'to engage in’

.

,‘interre%:onai trade, Logically, én-ilporting firm wQul&

/ purchase rav materials from another regionflf it COuld/pay a

delivered price louer tha9 the local pridd’ for raV

naterials. Dn tl‘ other hand an- exporting firn vould

i 2
benefit by transferring products to another region 1f 1t
recelved an £, o.b_ prlce hlgher than 1n the hone market. .

uecessary coﬁgition for 1nterregaona1 trade is that® the
.

,.prlce differences among regions exdged tr%nsfer costs. 'ff L

~

relative priceSvﬁiffer by noré&than;gransfer coéﬁs between

,regions, trade 1111 occur because of the ind1v1dua1 traders'7

-

&

By i'

.

s 1 The - assunptlon that Capltal and labor 1neff1c1enc1es.'“
are minimal:and that the firm is not vertically, 1ntegrated

are 1np11ed.' It 'is also assumed -that a processing firm is ’
operating in the absence of contracts with either their.

suppliers or ‘clientele. Finglly' the assumption that a firm -

maintains its: profit”naxinization criteria.by egnatfng HC-HR
is a necessary condition,

2 §.FP, williams apd T.7. stout gcononlcs of the
Livestock leat Indust_x (Neu ‘York: The uacaillan Conpany,

1971). I g R

L
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o ' . . ;"' - . ’ | . ) .' . ‘. ‘. | | | wg
' "’A meat processor has the option of pnrchasing supplies ‘:1

e

2 -

flﬂj a nulber of regional narkets. Bach larket is operating
“uith perfect Or near perfect knouledge and honogeneity of

_:both proaucts and facto#s.} The ¥holesale price of pork

*‘products in each narket varies 1nversely with supply._ N f:

Therefore, a price quote from a larket reflects available

e

supplies in that larket.‘ _
L. ¥ v

-

4 - - If a Califorﬂion neat processor is price consciousienq/

| reeeives-pricebguotes f.o.b. his plant fro- various regions,jﬂ
‘theivoluoe of.product_purchased fron packing_pllnts in
iestern éenada rather than froa reat.sﬁppliers in the Mid-
Hestern United States*is reflected by different price |
'spreads (i.e., the neat processor's local plant price lious ;

regional price, Xi, "where i-(1 2,...,n regions)). .The‘-“ U e

. b /
larger the Californian neat processor's price spread with .

3, -

the PrALrie region, the larger the volune of pork products“

a

co

~"pur:chased fron Canadian neat suppliers.
. Q . . ‘ . - . o -

The local price quote to Callfornian neat processors is o

) - |
“; a common factor uhen calculating price spreads betveen‘

”-“ Califoraia and different snpply regions, rurthernore,
A.;g;
. g’ acé%ptingnthat transfer cLsts and. product qnality fron each

region are approxx::tely equal the volune of pork prodncts :f[

[ .o N o
LT . -
Fa
¢

P perfect or mear perfect knovledge in the leat -7
industry-is. roVided by an efficient- connunx%ation system.
Bo-ogenelty of ‘prodacts’ means that Kogs® different regions

e are process d to prodnce 51lilar pro uct cuts »

. K S . g

~aaa.



/
’ .
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! . . . . .
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purchased fron each region can be neasured direc ly using a

)
s

- price spread hetueen the Canadian Prairies and the Hid-

¥

:‘:Bestern Uejfbd States, i.e., region A ninus region B 1
v‘”Product inshlplents fron Canada vill increase as thxs prlce :

’spread vidqps. S 1 ST
. i .\} ) . o ‘ . B .

o

An 1nverse relationshlp exists betveen the quantlty of

' '/

hogs narketed in a reg on and producer price, assuning

= consulersdeland for 5045 is more or. less constant 2

‘"tveen fara and

Purtherlore, a p051t1ve cPrrelatlon occurs.
. s Zarmss T b

‘v

A ?4 L Given ‘three regions—-Callfornla, the Mid- Hestern
_ sa!tes #nd’ the Canadian Erairies-~de51gnated as regions A,
B

a c, respectlvely. Pbrnulatlng tvo price spreads usxng
t rice in. Callfornla as: a focal point, we have-_ L
| B = A =X )
o' . iC-A=1

fRearranging fhese_equatidﬁs:

- X+ A AT .

) . i '»‘f': .

'Tf we vigh to find the price. spread hetween B and C. the
common pr1ce TAY cancels out. . - . o

L Brc=aem-@en

r
oy
-

LB

x - !,W»' L : e
- 2 A AL Barlov, ractors Affectlng the price an& __BB.!iF 3
. of_Hogs, Technical Bulletin No,1274 (Washington: U.S.D.A., :
.1962) ; - R.M. _.Leuthold, "An Analysis of Dpaily” Fluctuations
- in the Hog Economy," Aneglcan Journal of. Ag;lcgltnr§! A
Economics, wWol.51 (1969), Pp.849-865; "-L.D. MNcClements,
Withe spec1f1catlons ‘of Pig supply uodéls," rgr- Ecopomist,
vol 11 (1969), pp.uzs-uze.- - o _ llm“i

. L . ) P N L




TEE S I ‘.".,. . R . L e
) . . . ; , - : . 0
‘ ' . | : . . oot : pet . v
.

w.olesale prices.l Therefore, an increase in. th'iarketingS"

¢

A
» by}fanadlan hog producers shonld increase the alount of gork
A‘) . n

exp&rted from Canada to, the Pacific region., Qhe spread for

el g i

S wholeSale prices between California and the Canadlan
| Prairies has wldened.‘ On the other hand, . regional iaporys
should be. 1nverse1y‘§e1ated to the nuuber of hogs i ;.,
Q‘G' slaughtered 1n California. An increase in the Californi&n :
hog slaughter, and therefore avallable supplles, Illl\\ }:
depress local uholesale prlces. The favorable relatlveu',- ‘5‘
posltion of purcha31ug local, instead of reglonal, Taw ;"
naterlals should cause an, g&justnent in the purchasxng
behavior of Callfornla neat processors.~ uanager 5 pﬁ&#ﬁ
motive uall cause a substltutlon of loctl pork produéts ﬂbrx_*4
1lgorted product. Thus.*lt ‘is hypotheszzed that pork‘;' g
J: 1mportsb1nto the Pac1f1cﬂreg£§§#v111 decllne until retﬁf&s
E on 1nves€nent utlllzlng 1nported rnstead of local factors

of produCtlon, are suff1C1ent to, stlnulate trade.

j»d" ™ LA : " B " f

o c ?' A prragipal objectlve of a- frru lS to co&tdﬁnate iss

& PR Lr i
f1nanc1a1 tfansactlons, productlon pr0cesses,;anqgiar}i€1ng .
\Sr"-("e . o

esa

: effortsp &In acconplxshlng thxs goal. a fl_"

hetueen purchaSLng raﬂ natergalséhnd Selllng

i contihult
processed or senl-processed goods.‘ The accu-ulatioP ot

1nventor1es caused by a downward trend 1h the: bu51ﬂ‘ss 5,",

v L .
Lo . . -

1 The assunptlon that neat paciing flrns are not v L
speculatlng on meat stocks'i's necessary, and thus, that g
wholesale prlces reflect 1n-edrate changes in ﬁurl prices- R Sk

_ ‘e
ro. . PR
. [
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o /@’cle, hq'?'er' djﬁrupts th;s contlnuity. Alfirats - cash
S : o '
flow is ﬂisrupted.v:. ':-;~~]f

. .
L . . - c S

‘ /" w _41:' - R Ce ,‘_.,,.\1 -
A The narket share of packlng #1antw»end meat - processors @%

- Lin tHe "eat lnd“‘trr is uPQrtant. B A reductlon in the - 'f’»j

__':' )

-Eﬁ:<4arketashare of a,packlng f1rn 1nten$1£1es the finanélhl f“4~]

L3

0 Tstxess camsed by the\accululatlon of inVentorl -thusa;}fﬂif
) } v ; . Q--» g - AP

I

—: forc1ng adjustnents in marketlng strategles.f In a prlce'p

_ +
J;' ;sensrtxpe narket, piant nanagerS‘adUust prlces dovnuard 1n

0

.- Aan a¢tempt to retain presenb custoners ahd establushomev-
e v e eyowes LT ‘
f;_.accounts. T:ifg;ore. as pork 1nventor1es accunnlate,

v e

_‘ocanadlan mea suppllers wlll ;over the vholesale-prxce of
-& . o‘ .

Cat;dlan pork products. Low%r prlce quotes gro- Canaalan o
LY ‘ w -‘ﬂ . . "

ﬂ§? suppllers to neat processors in thé-Pacmflc reglon_‘hould:'
& . . “ : ;

S

.'stlmulate trade.'if;'f;pj“f‘j’ S -i‘;'§y°\ g C
. . ‘ : . .. .V :j b . ',- . . ) ': L4 ‘,_' s , . .‘. A
» 3-;'9 ’ number of ' studles have found thtt ROTK: consunptlén

. . S 3 . M A~

. va21es anersely vlth pr1 051ng annual postwar data,‘ '.‘7

-

7fce elast1c1tr

19&9 su excluding J952 lfolmes repdrts %r.

of -1 69 for the retall ﬁenq‘ Yor pork.% Pri.p elastlcltles

measure the effect of w pr1 e change on the quantlty of pork/

P2 -

uconsumed ‘ Holmes's results reVpdl tmat the quantlty of pork -

L consuned'ulll decllne 16 9 percent for every 10 percent
N

- 1ncrease in the prxce of pork. However,gthls-estlnate,. S
1 . R . . oo Lo ' " T Rad 2 ’ s :
- MY 2 o P . -
.‘J ', Cd c :

' ~

- .
: 1 R.A. Holnes, ggtgnatlon of~Denand Elastl 1t1es for :x
Substltute Foods (Ottawaz Agrlcultura; Econ 1Cs Research
2ubStltuz
Counc11 of Canaﬁa 1966) N 0.

. P R ‘ : t'
I _...l. R SE S




vhich ve re 5

® oo e T

appears h:.gh._j Bra"hdov. using 1948~ 58 da‘tQ/ »
adjusted to reflect é’955-5,7 COnditions, found a -.75 price |

ol elaiticxta for_pork 1 The pnice elasticity coefficient!for -

ngrs. ;gavlicek and ﬂendersqn An the:l.r

’oa“, the 1949- 66 per10d IaIled fron a ibw of -“

3 c--_

'.Sw}m December’to a h:.gh of 7.84 in July.?
L . T . ,,_'.. . “'&-’él »'s

q . .

Ret xuces respond to chauges in available supplles‘

o - e E
An 1‘ncrease 1n the pnce of %c;m 1ndmates th.gat elxher a.n {@

\..

- ontward shift wéhe.denand c‘arve dj‘ ]
SR G 5

' {upples, tfas. pc’cured. ,Q:inoe conSuner de' alife’ q@zvely
. \9 I '. oo JA ”r \«‘ !
stabfe in ‘the sh‘qrt run, prJ.ce alterations ‘rf"h_mi‘ nbuted
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.' | :;.;that cOns mer deland- for pork in the Uiited states fron‘,

Jam;ary t April is errat,ic.«. “The period fron July throu h .-
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Iggcenber, houever,—' gs‘characnfb’rued by a steady and. rat}(er

'sharp demand 1n(:x;’.ease, peakmg in Decelber. B _"l% )
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ggtﬁapplimuon of sta‘tlgtical netms 1;0 econon;@,
theory is. accogpfish‘ﬂg through econonetncs bﬁ allows the

, neasuf“é"ent of'ecbnoﬁc re’lajsz,ons ahd, 1n ﬁle proc:ss,,the .?

. Q

. » test:Lng of econon:.c hypbtheses". —— , : SR o
_— _‘;‘»» An econo’eﬁ'rlc nogel is. devel@and con“siders the -,_';_‘ .
B nbstulat’ed eq Quc ﬁactors that expla:.n the export of pork ¥
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models explaln‘lng the export of pork helllaes into thé N
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thaﬁfthe residual-variance criterion fon' choosing aldng
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alternatdve specifications is used extensively.f Thig

T e ‘ -,

.dtechnigﬁe epploys the div151on of the reSidual sul of

. the? only tools for'handling'the spec1f1catlon problen. When

_'squares by the appropriali.nnnber of degrees df freedon (n~km
aéﬁ n-k )., The specificatlon vith the snallest residual-*

variance estiaate 1s chosen. T _" . ,f‘%' , L
, , . : - g .

%&v" ’ : .
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us1ng econonic r£¥;rpretatlon on ‘?ﬁt;g;jggrounds,_an "‘fﬂ?;é

en&?&st nag feel at one’ﬁpegificES&cn is nore“reaiistlc o
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.ichgsen.ﬁ The real tﬁati to a correct,or 1nc§crect model _e”1$
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‘«spec1f1ca£§%n 1s glveq,ky the leve gcnfidence an analyst‘
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"can place in his spec1f1ed nodel as lndlcated byga nunber of “'

‘statlstlcél tests. These are dlscussed 1n Chapter VI.,
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The model - . RS

| o0 IE an’ analyst expects a dependent vaflable Yﬁ

;(1 1 2,....;n) to be 11near1y related to a set of‘
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.]Alndependent varlahles X1(1—1,....,k), the relntlonshap nay,
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e
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.@ .‘,::'." ' 1. The nodel. assunes l:n.near:ltyb in the functional
Q, reLat:Lonship betueen the dependent a,nd inde‘pendent |

vganables. rurther, there are no appreci‘le dlfferencés
Sy ".. A o

between the—ohserved va&ues of Y and X and their=true
values. L o ‘ , fi. B N

e kY
3 '\\ i,, )

_ ;éﬁ$ 2. The randon error,‘ﬁﬂ a ré&l varlablg, 1s nonnally ‘j
di

- uoreover, a11 the randon errors are 1ndependent of each

b -
*_tgd, has a nean of zero, and has constant vanance.

other and of the independent var1ablés.~ The rellabillty of Qw

. 5}

e . . “ *e "' ',:, *“ - R ) N ) ) . ) ',
. The number of obsérvationms exceeds.the number of\,

-~ " . -5 . . T ,Ar'. 3 “ i ) 4." ' . . . .- ‘;, )
g Heekly tlne fseries Adata for 1973 were trans‘formed 1nto

.%natural logarlthmlc terms such thatlthe coeff1c1ents of ‘the
.

T 1ndbpendent varlables would be expressed .as elast1c1t1es.
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1 J. Johnson, Econometnc nethods (New York- chraw- .
nlhl Book Company, 1972), pe- 131- 123, . o
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‘An equatiop expressed in 1ogar1thlic}forl provides -
elasticitles that are constant over the entire range of
data, thus ea51ng the interpretation of the results.
.Conversely, elast101t1es calculated fron a- regression

_equation usxng nornal data, are pozq:'elastlcities
f

n»rcalculated at the specxfied levels the reepeet&ve

. e -
varlables. c _ OR T e X
,; . o a . . ) N o L . 'ﬁj

' ‘ ' . v . PRR?

An 1lp11catlon arlses vhen a nunber of the observatlons

“ .

'é;\the varlables are negatlve. Logarlthns of negatlve" -,

nunbers are 1naglnary.' Therefore, the data nu%t be adjusted‘

»

X _ X A

. _tq render all observatlons pO}lthE. ’ At the same t,;ne, the,
&"f relatlonshlps between the-dependent variables, Y, and é
_uﬁii;efplanatory varlables, Xi (i=1 2,...fk), nust rﬁhaln.n

e ...y
. all ob§ervat10ns.prov1des the desired result by shlftlng the )
» .

, coordlp tes of the endogenous and exogenous varlables into
. » ' /
%" the’ p051t ve quadrants., The scalar is renoved by

subtractlon after theﬂregre551on qaeggécrents are‘w

<
.& undltered.: The tec‘nrqne of addlng a scalar (dbnstant) to
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The Juse of dunly varlables 1n regtessxon analy51s‘“”

deserves a hrlef explanatlon prxbr to.the spec1f1catxon of
the-statist;cal’nodels,' when tlme serles data can be-
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;; then« ;ariable vith a
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zerowln one period and a valn _one in another is

v % Tl v
ntr;duced’intq he t q:ession eguation. This situatlon nay
. X

N alig‘se fros /an ‘ins

prlce controls in one perlod and withdrawal of ‘then 1n

.w.another.. o ?‘J. SN fL_;' -

ohal or structural change, such as

‘Q Zero-one varlables are\also used Hlth guarterly

'observatlons to predict seasonal varlatlons. It 1s assuned .
° .

th@t seasonal 1nf1nences affect the behav1ora1£relatlonships

g

-Qone

at

. ‘ut do not affect the slgpe co?fflcients.' Zer -
= .
varlables 51nply~sb1ft the 1ntercept of the equatlon.%
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Finally, in'the,eVentd
., -use of linearbregression-y

v et
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&
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'jpartltlonlng th scale of a&
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‘and deflnlng a set of dumny varlables for then, unb1ased~
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tlnates are obtalned 51nce the regresszon coeff1c1ents of -

_the dunny varlables conform to any" curvature that is
- - ‘_: .~J'
. : 4 _ v

present.l' _ e
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e . Fhree eqnatlons 1ncorporat1ng the najor varlables _ ,.__‘
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| _‘“l':lb_e e, skatchevan hnto the Pacific reg!on of the

United states are g;ecified . rhe orqgnary‘lea!& Squares

i

procedure is used to estinate thevpat;neters of the

P“‘““”" demand and SﬂPPly relations. " The, Ptatistical Sy

N . . : [ "
~models are exp{essed as: a , L L
. . ; S . . > ) s
, log Yl = log B + B log Xl + B2 loge Xz + B ].63 }{3 e ‘ -

‘ S

4‘ ﬁ(. J.oge X4 + 35 loge XS + ﬁ46 loge X6‘+ 37 Ooa
N +'§i ; . v v
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s
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\ o 12 e 712, 3 e ~(*0~‘ T
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* one veek,“ '1“'ﬂ7‘.ﬁﬁ‘.1""7 e l Y

~

= United states hoq slanghter lagged ‘one veek,
B Alberta and Saskatchewa" pork stocks lagged
.one week, N L

_,:ﬂ_zero-one dunnf’variable for: United- States e
prtce freeze, : T SRR “¢
: . :

zero-one dunly varlable for Canadlan rall

strlke on perlshable cdlqultles,

zero-one dumny varlable for seaso

(S].----¢S4)'._ f‘ N "“‘~ gg< RS D jga
= pork belly stocks in Alheréa and Saskatchevbn
lagged»one veek,-. - ey ",“~:
*Ea D . “{f
= whplesalé prlce spread for 1 to 13 pound -
hellles lagged oqe week vi“fig,fl_‘aw;g_kp

= pork belly stocks 12/dovn in Albe,rta and j \3

- Saskatcmewan lagged one week, "~" ':.3”{
=" hog slaughter 1n Ca11forn;a lagézd one week,_ \"
= px;ce of bacon in San Franc;sco-Oaﬁland Bay 'N
: reglon 1agged one; wéek,v__.f.-‘ji“:;fyﬁy _-%;’i

elasticity of the farm. prlce spread exgressed }f
N A .. o .
. as a\change in the pr;ce spread m.r t.-

P L change in ;he qnantlty of pork produbts
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. _‘. "1'32 = elasticiity of hog :laughter expre;srsed as a ;-
) L change -imn the quantity of hogs slaughtered in
',; By | llhertaLaTﬂr’Sé‘s’katcheuan v, r.t. a change in
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By = elasticlty of the’ vholesale price spread ' =
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predict positive coefficiénts for: x1,\x2, 14, XQ, Xj0 . and
'x12. An increase in.the farm price spread--United States
ainus Canadian--vill.increase the value.of,pork products
from packing firms in the United States, thus directly

. influencing a processing firn's demand for Canadian pork
p;o&ucts. Furthermore, an increase in hog slaughter and

| tdéQI pork sfoéks ;ﬂ Alberta'andtSaskatchevan should deéress:
Alberta and Saskatchewan whoiesale-pork prices: ihich-in

-

turn vill increase the/outvard flow of pork products fronm
Canada. An'incre;se in the. price of bacon caused by a
‘reduction in local‘pork supplies will stimulate a meat
processor's‘de-and forjinportéd pork bellies. This behavior
is particularly true vhen the' price fpread between the cost.
-Qf local versus imported pork supplies'eiceéds all trahsfer

costs..

Negative'coeffiéients are preaicted far X3¢+ Xgs and

7/
kd

x]]. The delandvfoF Canadian pofk pro&ucté by meat
processors in the'Pacific region should vary inverﬁely with
ihe'nuiber of hogs sfaughtered in-the United States.
?urtherloré, it is hquthesized thaﬁ a meat proéegsor's
delénd for Canadian eleven to thirteen pouad pork bellies is
inversely feiated to the.Canadiin minus U.S. wholesale
price. A California meat procesSor's‘ieland for Cahadiaﬁ

pork be111es should decline when the nnlber of hogs

slaughtered in California 1ncreases.
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The United States' price freeze placed a price ceiling »
on co.noditieé lanufactnred from dOIestic produce at the
_retail level only. The price ceiling,- however. ﬂ%t
include iqpogted Eonnodities. Consequently, the demand for
foreign imports bf ieat processors who experienced little or
no profit from using do-esJically prodh¢ed factor inputs
should increase. Cangga's'rai& strike §n perishable

conlbdities may have increased meat exports from Alberta and -

Saskatchewan, resulting in 5 positive coefficient for xs.

; FPinally, consumer deamand for pork strengthens between

July and December. Therefore, positive coefficients are

predicted for‘%he 1aStA€vo quarters of 1973.

f—r—i

The following chapter gives the éppirical results of
the trade-behavior -models when econog}c data are appiied to

the trade functions. o o
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CHAPTER VI. %

+ BNPIRICAL RESULTS 'SECURED

. L] -
\
. 2, %,

The formulation of empirical ldﬂels allovs the testing'

of hypotheses derived from the utili#ation of economic

"iheory. In accomplishing this task, the nodgi is subjected

to a nuaber of rigorous statistical tests that indicate the

degree of confidence a researcher can place in the parameter.

. estimates. The purpose of this chapte then, is to present

the empirical resdlts, test the reliabililty of the models,
and test the hjpotheses formulated in Chapter I.

~

The"Bnpirica; Model

logarithaic data are given below.1

+

log Y; = -log 6.995 + 0.126 log X, - 0.261 log X, + 0.291 Log X,

(5.619) (0.095) (0.478) (0.68

- 1.513*** 10g X, + 0.058 log & +0.380 log X +10.077 1dg-s, +

- (0.420) . (0.229) .~ T (0.236) !

0.095 log 55 - 0.591*** 105 5, | |
(0,291) 7 (0.199) o : %2 = 0.646
| ' : “ DV = 2,443 (1)

.. 1 The standard errors of the'regreSSion coéfficienis"
are given in parentheses. They indicate the amounts by

. which the true values of the parameters may be expected to

vary from the estimated values due to random error. °
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¥

log Yz - log 8. 391 + 0.092 log xl - 0.272 lo. X -0. 530 log x3

(10.053) (€0.193) . (0.189) (1.351)
0.681 log xs +0.026 log Xg + 0.660" log x8 + 0.868%" log s2
mo‘w— —m e (00503)- e e ’ (o 348)— ©eels -‘~(0 332)— E— —i—
T . 8-
0.730 log S, - 1 039" log S 4

0.555) > (0.311) . W =0.395
| W= 2.321 (2)

log ¥5 = log 13.597 - 1.854}** log X, - 0.093 log X3 + 0.028 1og -
3 2 3

(9.156) - (0.628) (0.868) (0.255)
0.311%* 1og %, + 0382** log X, "% 0273 log X, - 0.808 log X
, (0.137) x9 . (0158) 10 "(0.604) 11 1.419) 12
0.438** 105 s 448** log S; - 0.630*** 1og S, .
(0.204) 2" 3500 8517 225) . 4 |
R" = 0,498 °

- ol
- - | S we=Las (3
Observation of the resultsvindiégtés that the sign of
the varithe % (hog_slaughter'in llherta;anq SQSKatchewin
lagged one veek) does not correspond vith expected ecoponié;
“intefpté{atibnfin all eguations. A griori'féasoninq vonld
indicateltﬁat-as»hpg narketings increase in.Aiberta-and
saskatchenan, either product enters storage -or Canadian :
suppllers give purchasing discounts to custo-ers in o
altegpative markets for volung orders. rnrtherore,'the
délapd for pork products by a meat prpcessor-in‘tﬁe Pacific
region may be influenced more by the demand of his clientele
than by available suppliéé froa his‘supplier., |

The sign of the paraneter estilate for hog slanghter in .

" the United states lagged one veek does not conform to



| a pgig:i reasoninh £ Bqnation (1)."rotal‘nog slaughter’in'

the u.S. may be a poor proxy for neasuring the influonce of

-s-eat suppliers—in~the'United*Statis‘on altefing ilg alount

l.." -9

of Canadien pork exports into the Pacific region. ; stead,

only hog aarketings in the pork surplus states should

. been incorporated as an explanatory variable. 'Bxcept to'ixg )

,in Bquation (2), the. signs of the variahles xs and 16 (0.s. |

price freeze. and Canadian rail strike, respectively) conforn
.- )“ .

vith expected econonic interpretation. The deland of ieat

processors in the Pacific region for Canadian pork ‘bellies
vas influenced nore by Seasonal demand. than by the U.S.'

?overnnent retail price freeze.

‘s

The signs of the paraaeter estinates for the variables

gxl (0. S. minus Canadian fara price), xg (Canadian ainus the
United states vholesale ‘price of eleven to thirteen pound
.;bellies), and X,

4
) Saskatchevan lagged one veek) correspond vith the expected

v x8' and x]o (pork stocks in Alberta and

econonic 1nterpretation. The paraneter signs for. X]Z (the
retail price of bacon in California lagged one%veek) and for
“hog slaughter An California—lagged -one  week (!1]), hovever,_‘
bdo not conforl to a p; gg d‘pectations. The aajority of

1ive hogs in California are.slaughtered at Los lngeles.

Conversely, aeat processors in Horthern California are the " ;‘2

: ',l&jor custoners for eleven to thirteen pound pork bellies'

frgn‘llherta and Saskatchevan.' since pork products

aanufactnred froa hogs slaughtered in California are

s .o
~
¥
-

~



:'of the paraneter estilate ( ) is not snrprising.
zn

m"~the year, acconnting for the negative, instead o

r Obqgrvation of the sign of the paraneters for o

seasonality using zero—one duany variables indicates th‘t

' #
the denand for pork products from Alberta and Saskjtche

7P .
ig [the

l

by meat processors in the Pacific region veakened duri
k)

',fourth gnarter. This conld be a reflection of a strongeﬂL

Adeaand for pork by Canadian consuners in the latter part of -

the
fiexpected positive,_coefficient. A sinilar_resuI‘ vas found
.ifor gnartér:one'in ﬁqnation 3). COnversely, the deland nj
’neat processors in ‘the Pacific region for pork prodncts’jron
d

)

*" the Canadian Prairies strengthened in the second and thi

. guarters of 1973.

[

‘The Significance of ‘the paraleter estimates are tested,%‘w

A3

i
ns1ng the Stndent's t-test vhere the- asterisks represent

confidence levels of 99’ percen (x**) , 95 percent (**), and

Syl
v

‘ 90 percent (*), secnred by at o-tailed test and . 50 degrees fl

of freedon. In Equation (1), the paraneter estinates for
hogs slanghtered in Alberta and saskatchewan lagged one veek
(xz), and hogs slaughtered in tke United ?tates lagged one
bveek (x3), are not Significantly different fron zero at ai

; confidence level of 70 percent. Iheir respective t-valnes

1__ .

vere -0. . 546 and 0 426 conpared to the tahle valne .:yj'l,_gf,

: &
't(.30)(50)51,05. These variables should be dropped fron the

-

N

'jgi

"
&



nodel or another lagged period should be considered rhe.
. » . A
paraheter estilates.neasurinq the influence'gf ‘the United

N

'i‘StateS‘price freeze and seasonal deland for quarters one,

tvo, and three are not significantly differént fron,zero at
. a. confidence level of 70 percent. They should also be
'. dropped fron the lodel.‘ The paraneter estinates for the

«

;ﬂfarl price spread (x]) and the Canadian rail strike,
'Jﬂhpvever, are significantli'different from. zero at a |
: confiﬂence level of at least 80 percent, enploying the
-'Student's t-test. - N -

I'd

-

The paraleter estanate for the u. S.- linus Canadian hog
»price (x1) in ‘Equation (2) 1s not significantly different
ffron Zero at a 70 percent confidence level' _nog are the
pavameter estinates for the explanatory variables x3 (U s._
hog slaughter) and x6 (Canadian rail strike). turthernore,
thé variation in the dependent vaéiable is 1argely explained
'by the other variables. Therefore, vafiables xi, x3, and ﬁ;
should be deleted “from Equation (2). Except for the _
constant, the renaining paraleter estilates in- Equation (2)

',uere 51gnif1cant at a confidence level of at least 80

- -

percent.‘ h,“,w\h Ay Y

'Thevcalculated t-'alues for the explanmatory variables
x3 (U.S. hog slaughter), x5 (0.s.. price freeze), x,] ;:' ,'
‘(California hog slaughter), and x]2 (bacon price) in '

Equation (3) are less than O 60. These variables contribute



‘1ittle to the explanation of ilports of eleven to‘thirteen
pound pork bellies fron Alberta and Saskatchevan by meat ’

" processors in Califo:nla and should be deleted fron Equationzf'

e S |
Anotner st&%istical test used to?ralidate the results

» is the P-test., This test 1nd1cates the level of confidence

h‘Niwhi“h‘can‘be placed in the 1ndependent varlables, explainlng
the variablllty in the. dependent variable.! The null
hypothesiS'H (R2=0) that no statistical relationship éx;éts
between the d pendent (!) and explanatory (X) varlablesis
fornulated. Consultlng the tables of F- distributlon, it is .
found that the F-values at the 95 percent confidence level N

_ for Eguat1ons (Y, (2), and (3) are 2.07, 2.07, and'2§pu,

RYRY

" respectively. Thevréspectire calculated values are 8.Q0,

4

2.68, and 3.62. Since F, > FT_for'all equations, the null"

hypothesis (R2=0) is rejected and the alternative hypotheeis

, 1 The F-statistic is found by dlvlding the explalned
variance by the unexplaaned varlance. ‘The formula is:

R2 4(K-1) '

e A
.where:- ’

: the computed P-statlstic,
the number of variables, including the

dependent variables,
coefficient of determination,
the number of observations._,_

<

. . Re
P . n

Adopted from : 'W.B. Hentz, Marketi g Resea;ch; Hggagegen;
and:Methods (New Yorh\ Harper and Rov, Publlshers, Inc.,
g1972), pp.33u 336.
&

-
4



that ‘the variability of ! is dependent npon the variahility

in the independ::t variables‘\t a .95 percent confidence
level is accepted. _Horeover,AOhseryations of the e
correlation natrices indicate that correlatlon betveen the .~
explanatory variables are not significantly high (laxlnun Of‘
79 . percent), and snall standard errors of ‘the paraaeter‘ '
estllates further suggest that lulticollingarity is not a

s 1

problen.

'Finally, the Durbin-watson'test for antocorrelatién
(relatlons betveen the: u's) is applied to the equations.<
 The null hypothesis that the random errors of the '. e
.explanatory variables are not correlated is fornnlated;' Egé
Durbln-ﬂatson d-statlstic, secured via the computer -
: prlntont, is colpared vith the upper and lover table values
for d.- Johnstonm indicates that a researcher can conclude:i
1. Positive autocorrelation if a <.&L.
2. 'Accept null hypothesis of ' . 1
;non-autocorrelation if gq<ac u -4,

3. Inconclusive antqcorrelation if dL< d < d ‘and

. Al

-

4-4,< @ < =g .

4, Negative‘autocorrelation if u—dL< d < &

The results for the three eguatlons 1ndicate zZero

autocorrelatlon 1n Equatlon (3) and inconclusive

f .

. 1.3, Johnston, gcononetglc Hethods (New !ork chraib
3111 Book Company, 1972), p.252. T
’ : -
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nntocdtrelation}in Bgnations'(f)fnnd (2)'."’;w
hypothesis of‘non-antocOrrelatedg ¥
,__nmaccepted, while. adefiniteconcidgi-

for ‘quations (1) and (2). Table valnesn

—— > s

extrapolated for K grenter than 5. o o .

Parameter Q;tilafes_fOt the-explanatory variables were
tested using the Student's t-test. A nunber of postnlated
econonic variahles influencing pork exports fron Alberta and -
Saskatchevan into the .Pacific region vere not significantly ¢
different from zero at a 70 percent confidence le'el.‘ The
deletion of these variables fron the egnations presents the

v

following resnlts-

i
.\ . - . . . i

“log ¥) = -log 4.578%"+ 0.141% X) + 1.362%**% X, + 0.272% Y. 0.514%%# g

(2.687) "(0.077) (0.304) (0‘127) (0¢138)‘ ®

v - R“=0.599
T . DW = 2,094  (4)

-

log i = log 3. 778** #0.282 X, - 0.498 X + 0.627** x, + 1. 109***s, -4
2 X5 8. 1

o (L.657)  (0.181) © (0.397) 0319 7 .23
1.971%%% 5, 4 1 7ggaas g |
0.398) (0.524)
. R fier
ooy - 2w (s



_ explanatoryﬁveriahles. . R " i

103 !3 - 1°8 8 886*.‘ ]. 681*** Xz - 0.404'"' -+ 00”7 xlo +_ ) -y

4 (1,860). (. szs) 1(0.090) (0.114)
0. 501R%R B : -
' (0.146) ,\ .
- : 2% = 0.452

) nw = 17668 - "(6)'”

the equations are again submitted to the Student's ¢
test. P-test, and the Durbin-Watson test for = o
nntocorfelation. All pareneter estinetes, except for |

variables xz (hog slaughter in Alberta end Saskatchevan

- laggéd one week) and X (U.S. price freeze), are. sig“ficant

-

at a. confidence level of at least 90 percent. Observing the

critical regions for t, n11 null hypotheses that the

| paraneter estisates equal zero are rejected in favor of

alternative hypotheses that the paraneter estinates are

.significantly different ‘from zero (either greater ‘than or

less than zero). rnrthernordb the r-statistic for each

equation was significant at a 99 percent confidence ‘level. !

rherefore, the null hypothesis (n!=0) is rejected in favor

- of the alternative hypothesis that Qhe variability in the

'dependent variable is dependent on the variability in the |

- s
' The correvlat,ion ,\netri,ces for the equations and small

1 r for Bquations (n), (S). and (6) vere 13, 78, 3. 87,‘
and 7.60,° respectively. The respective P, values vere 3 us,
3. 07,_and.3 44, . ;

'.
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standard errors for the paralbtee*estiaates indicate that _"l

"

. anlticollinearity (interdependence bet!gen thg_indgpgnﬂgnj;_w_m

- »

variables) is not a problem in the model. The Dnrbin-watson
test for ppsitive antocorrelation indicates zero '
autocorrelation in Bquation (u). nouever, an inconclusive
interpretation for positive autocorrelation in Bguations (5)

- '(6) is foraulated.
' X

Observation of the results indicate that the sign of K

the explanatory variable xZ (hogs slaughtered in Alberta and

Saskatcheuan lagged one week) does_not.conforl‘to expected ' '

economic interpretation. Purtheraore;Kplotting'the' |
independent variable xz'against the dependent variable !é ,

(eleven to thirteen pound pork bellies) does not present an

identifiahle positive or negative relationship betveen the g .
variables. Therefore, although the Stndent's t test L VS
indicated that x is significant at a confidence level of 99
percent, this result should be accepted only if there is _‘\ ‘
supporting inforlation or if a great deal- of cantion is | ;
exerCise! by the reagsé; The signs of the paraaeter - jfﬁi
estiaates for the other exogenons variables correspond vith\‘
expected econonic interpretation. ‘: I ,;

T : Hypotheses Testing -

< > Q ) . a X
Employing the results obtained froam the regression

" egnations4'thethpotheses defined in Chapter I can be
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tested. The first hypothosis states that tha fara prics T
spread’for hogs betveen Canada and té% united States .}%.

inflnences the floﬁ of Canadian pork ptodncts into’the PY

e

Pacific region of the United Sthtes; Bxaaining !Qnation R
), it is observed that the quantity of porﬁ exported~£roa
Alberta’ and Saskatcheuan into thq Pacitic region respodds L

Fe ‘ ) .

directly to a change in the United states linns Canadian hog

price.. Hore precisely, ‘a PO percent change in the fara
4

price spread villscause a 1. u1 percent change in the velnae

of, porh products exported froa Alherta and saskatchexaq into

'
3

'0 the Pacific region. . Therefore, the first hyp&thesis is 5;*;
’ [ ~ b‘ - L
acc ted. . ’ S SV IR I

. . . ‘ . "

The second hypothesis states that ‘the price sprsad fo;
pork cnts betveen alternative ;arkets is a a&jor factor
f{ 1nf1uenc1ng the purchasing behavior of neat processors in '

Califorhia. Ohserving variable xg in Bquation (6),~it is ;
ohserved that a. meat processor's deaand for eleven to .~”
. . ""v(-

thirteen pound-pork hellies is inversely related to the

-Canadian ninns U.s. vholesale price.: x 100 ptfcent change in l'

X the’uholesale price spread for eleven to. thirteen=pound pork

‘ 1 \,d P
'bellies nill canse a 'y percent change in a aeat processor s o

:denand. Therefore. the. second hypothesis is also accepted':\.i
3 ey & A ’

Purtheraore, it is interesting to note that a<neat ' 'é;57;
L AR

*processor's denand for Canadian eleven to thirteen pound R

v—..

pork bellies over their g.s. counterpart is id&lasticm This "

d

means that Canadian packing firns conld increase their tota}

| L T , .

o "ﬁ . . . - . . P
"

! : N ¥ I . e
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revenue through price increases. . The percent change in

"‘\»

price would, more than conpensate for the decliue“in sales.

A

The thirdbhypothesis.states that~hogyslaughter in

Alberta.and éaskatchevan directly-influences'the §iou of
- : o
pork products'into Californla, The parameter estimate for

this variable- sz) vas not 51gnificant at the 70 percent
confidence level in Equgtlon (u), and the paraneter 51gns
vere opposite‘to the expected econoeic interpretatlon in
Equations (5) and (6), Therefore, the thlrdrhypotheSLS is‘7

,rejeoted.
The fourth hypothes1s was that hog slaughter in tho
United States inversely 1ﬂters the flov of pork products _—
fron leerta and Saskatchgwan 1nto the Pacific reglon.
Enplrlcal ev1den¢e 1nd1cated the explanatory var1ab1e x3 uaé

B a

‘not a sxgnlflcant variable in explalnlng pork exports fron

IS

Alberta ‘and Saskatchewan into the Pacific regxon. Thus, the
* ,i

. fourth hypothe51s ‘was rejééted.
' ' N l' > Co v . .
- The fifth hypotheSig which states that t‘: flow of pork
. N - 3 . . . ~' ) .
’ - i 71'4’. r "’ ’ . .. - . ’
..products from Alherta and Saskatchevan into Callfonnlalls
Lo
dlrectly related to reta11 pork prlces in Californla, is
also rejected.. The prlce of bacon (x12) ‘was usedlas an~ '
-independent varlable explalning the flow of eleven to
thirteen pound pork be111es into. Callfornla. However, the'

para-eter estllate u51ng the Student's t-test vas not

'51gnif1cant at the-?O percent ‘confidence level., Therefore,

4

/



it was dropped froam the final equation.

’

’the;fina; hypothesis was that pori stocks in Alberta.
and Saskatchewan directly influenced the flow of pdrk‘
products. from nlberta anq~saskatchevan_£nto the Pacific ,
region. Exnlining the variable xu (totnl pork etocksllagged
one week) in Equﬁ}ion (), a positive relntionship‘betveen
porktstooks and pork exports from Alberta and Saskatchevan
is observed. A 10 percent ihcrease in pork stocks in
Alberta and Saskatchewan ﬁ%}luféSult in a 13.62 percent
increase in pork egports to the Pacific region. “The
exogenous variables x8 (pork belly stocks lagged one wveek)
in Equatlon (5) and x]o (pork belly stocks 12/douh lagged
one week) in Eguatlon (6) further support the hypothesis. A
10 percent change in total pork’ belly stocks in Equatlon
-(5)2_7111 causk the’ exports of pork bellies froi Alberta and
Sasketchevan into the Pacific'region to‘change by 6.27
percent. Moreover, e 10 percent'increase in pork belly

"l

stocks 12/down iﬁ Bquatlon (6), will cause a 3.97 percent.

.

" . increase. in the exports of eleven to thirteen pound pork

D
bellies from Alberta and Saskatche!an into California.

Therefore, the final hypothesis‘is_gccepted.

°

The level of confidence that can be placed in a
specified econometric model is tested ntilizing the
Student's t-test and the P-statistic. The parameter

estimates of a number of independent variables were '

.
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'

significantly dirferent from zero at a confidence level of
‘:at'least 90 percent.' At a confidence,level-of 99 percent
the P-statistic for all equations further suggests that the
1variability ‘in tﬁe dependent variable Y is. dependent upon
the variability in the explanatory variahles. Hovever, the )
independent variables--Onited States minus Canadian fara
price (X3, pork stocks.(x4, iB' and x]O)' United States' -
price freeze'(xs),'Canadian linuslunited States' wholesale
. price for eleven to tnirteen pound pork bellies (X ) » hog
slaughter in Alberta and saskatchevan (x ), and season (S1
ceer )--do not explain . 100 percent of the variation in the‘
- dependent 'variables--volume O pork shipped (! ), volune of
- pork bellies shipped (Yz), and volule of eleven to thirteen
pound pork bellies shipped into California (!3) Other
-factors, such as product quality,.reliability of supplies,
_conditions of sale, product uniforuity,'and meat 1nspection,
are important consxderations.‘ Unfortunately, these
l;griables cannot be quantified, restricting their addition
to an econonetric model using time series data. /0n the
other hand, personal interviews with meat processors in the
pacific region alleviates the prohlen of quantifying these
-variables. ‘Personal co-nunication vith meat processors,
wholesalers, retailers, neat jobbers, and neat brokers in
the Pacific region can isolate which narket criteria are
important vhen a manager is purchasing meat products. The

influence of the latter variables on restricting trade

-



A
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\
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between “weat packing plants in Alberta and Sask$tcheian'and
'firas engaged in purchasing, processing; and‘seﬁling meat
products in the paclfic region can be récordedj e-phagizihg'
the purchaser's position in the marketing chan ei: Thé
responses from the personal ihterviev schedule “provide a
cross-reference ‘systea and either support or tefute the

el?irigallresulgs.

Chapter VII aggregates responses obtained fros the

personal intervievs held vith lenbers associated with the
meat industry in the_paquic region. ' The region is
separated into‘Northern éalifornia, southern California, and

1daho, ofegén; and Washington. '
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CHAPTER VII | B P

The identification of the vants and desires of
potential clientele is & viable larket penetration strategy.
Once identifiéd, a supplier can proVide a connodity in the

proper place, at the proper tine, and in-the proper forl.

In i501ating'prob1ens inherent in thefnarketing channel
betveen Canadian: packiug plants and . nenbers of the meat
industry in the Pacific region- pérsoual unstructured *:.7‘f,ﬂ
‘intervieus with meat processors, neat brokers,_neat johbers,

packing plant.uanagegs, uholesalers..and retailers vere

~

. . . ' A \\‘
conducted.l S ) ‘ . ~. .
- ' : : : ~.

1l ~.
Y

The intervievs concentrated on exchange (buying and \\\\:
selling), physical (storage, transportation, and -

hY

proceSSing). and facilitating (standardization, financing,

’risk bearing, and mark t intelligence) narketing processes.

~ The responses to the Pelsonal.. interViev schedules by nenbers

of the meat industry in- three regions-—northern california,

Southern California, and Idaho, Oregon. and iashington'—are

aggregated o s

LN

- 't Appendix F gives a table of individuals intervieved,,-‘
by category, in the: ¢hree regions. '

- s R . ’ ) \(
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The purpose of this chapter is to. evaluate the
influence of marketing. processes on neat purchasers,'
processors, and sellers in the Pacific region vhen’ handling
) __pork_products fron_canadarAm&t~the?sane tile7~the—eoncept of~~f

'contracting_a stable_supply is evaluated.

S grd. ST
S Lo Exchange_runctions

~ . A A

The activities involved in the trdhsfer of title of -

.

goods are exchange functions. ‘They involve the buying andn

~o N B

selling of a connodity,a "

_ '_"1he buying function involves searching for sources of
. supply and colpleting activities associated vith the:
:apurchase of a connodity. Conversely, érfirn's activities to
: influence or create demand are part of the selling ruﬁction."
- It 1nvolves“various nerchandising techniques such as the S
,udisplay of goods, advertising, and’ other pronotional
Tactivities., Purther, the method of packaging, unit of sale.;"
‘cnstoner contact, and servicing of accounts are selling
-con51derations- o B I SRR

.- The neat institution in. Northern California has shifted.;i

from hog slandgtering to spec1alized neat processing. ja°,'f'

single hog-slaughtering plant vith an estinated veekly kill

{t 1 R.L.Kohls and. v D. Dovney, ugrketing o; Agricu;;ng
Products (neu !ork. The Hac!illan Colpany, 1972)., o

I'
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.of“S.SOO'toF6 000 hogS'i: operating in'%he”;an Prancigco;
region. Local hogs plus truck inshiplents ;on\Other U.S.

A s

i,
S

e
régipns constitute the sourcﬁ*of supply. ]
‘f“““"‘hocal pork supplies in Northern‘caljfarnia[are T e

insufficient to satisfy the deland of meat professors for

regions

\

ﬁand/or foreign countries are-required. ' The najority of

_fresh and frozen pork Pork i-ports fron U.S.

-‘Canadian pork products are purchased through -eat”hrokers.
/The meat hroker gives price qubtes to Californian neat
processors in o.s. funds, duty paid, f.0.b. the purchaser s
'mplant. In adoition to his nornal servzce, the broker
conpletes arrangenents for product asselbly. transportation,;

-

and product delivery. -

Through the intervievs a nunber of leat processors
nindicated~thet tvo factors wvere inportant when purchasrng
. pork cuts: (1) price and (2) yield. Although price was the
most in!brthnt decision variable. meat lanufacturers/are . |

~beconing 1ncreasﬁ~

'°~8c10ns Of fat cOntent in pork cuts .
and trillings-- 1"ticated techniques of chenical

analysis and“leastQ‘A _Juct forlulatiOn are being used

supply. !ield 1 els;{
second consideraticn. e s\l
guarantee is 28 petcent 4?,,h;}'



suppliers wbo habitually have lower fat
contents. Picnics are usuwally 25 -
‘percent fat. Our firm would pay a .
. premiua of 1/2 cent per pound, per 1 - .
percent lean content\above 72 percgnt. .* '
The lean content vouid have to be o
guaranteed. . : KX

Another neat processor stateg‘that he vouid pay a 3 cent per

.pound prellun for pork products conta&ning a 20 percent

-axinul fat content. R ' N - -

Other neat proceSSOrs in Northern Callfornia, hovever
»indicated that they vould purchase a11 Canadran product at a

, prenlun of 2 to 3 cents per ponnd aver prlce quotes from the

e e

u1d—ﬂestern packers. Their views are erpressed as follovs-

We like Canadian pork._ It is leaner,
has a consistent yield, but.we need more
v - of it. 'If we are going to satisfy our
U . customers. and expand our accounts, we °
‘ - need a coptinuous dependable supply-. ‘
" Canadian packing firms have not filled
commitments many times. This hurts our
reputation as a supplier as well.
Although we prefer and pay a preliun for
Canadian pork products, our supply is
"guaranteed omnly by purcha51ng product
fron alternative markets.

o

"o

:xfsingle hog\slaughteringfplant; "Farmer John's", is
~'operating in southern california. The firm slaughtersa
approxlnately 25,000 hogs per week and enploys 25 buyers
statloned throughout the uld-iestern Unlted States. Hog |
vlnshipnents fron the uid-western states, u51ng tr1p1e decked

rail cars, are the plant's major supply source,
I : | RN
The majority of SOuthern Californian firms in the meat

\

A - -1

g
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bﬁprocessing industry have shifted avay\fron hog slaughtering.
“into fabricating carc‘l'Ls. Thexmprefer carcasses weighing

171 to 193 pounds, equivalent to a 200 to 247 pound live.’

'hog, using a 78 percent conversion ratio.

Hog carcasses. are mainly purchased fronvnid-ieStern
packing fir}s. A Californian-firn fabricating hog'carcasses
has a supply contract vith a uid-ﬂestern packing birn.v A
'veekly volune is guaranteed. For additﬂbnal carcass
deliveries ‘the supplier is notified one week in advance. An

average veekly price utilizing the '!ellov Sheet'

establishesﬁthe purchase price.? ,i_. - ' \,

Arrangenents to purchase hog carcasses fron Canada have

f been either direct or through meat brokers.' Although,neatv

managers are satisfied vith the yield of Capnadian hog
carcasses, they .are not interested in paying a preniun.

Price is the nunber one con81deration. . o ‘

>

~

In nany cases,:nanagers and/or entrepreneurs of hog
| slaughtering, carcass fabricating, and'speciaity meat
processing flrls in Idaho, oregon, and Washington Vere price’
sen51tive- Bntrepreneurs indicated that nornally local

supplles were adequate for their operatlons Local hogs are

1 The ‘Yellow sheet' refers to The Ngtional
Provisioner, a daily market and news service providing

" Tivestock and thIesale price quotes--Chicago basis.
Available from 15 West 'Huron Street, Chicago, Illipois.

i Bl
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,‘ i
purchased through auction narkets and/or personal
negotiations with producers. Ona nanpger felt that
purchasing hogs directly fro- hkog producers was cheaper.
. Hhen necessary, hog inshiplents fron Hontana, the uid:“ o
Hestern states, and Canada supplelent local supplies. Plgnt
managers contact regional suppliers for a price quote.
Before a purchase isAconfirled, price adjustnents for each
”region'are'nade allowing for differences inhestilated_hog

yields. -

.

Regardless of where hogs vere purchased, price was the
| most inportant factor. One vertically 1ntegrated fira
indicated that at present, local supplies were adequate to
satlsfy denand. Hovever, should business expand' "The
decision to purchase live hogs orj’brk products fron Canada

vould be hased entlrely upon price.m

- Although in several cases product price was the most .
1nportant factor 1nf1uenc1ng the lanager's decisions, it. was
not. so with, others. Product Yield and additional trlnnlng

costs, particularly when purchasing pork bellles, vere lore

!
Leg

1aportant factors. As one ontrepreneur said:

If we buy a product £or 5 cents per - e
‘pound cheaper, it could ‘end up being
. that much more expensive because of

product loss and trimming costs. -

Canadian bellies are leaner and yield

better than bellies froa the United
States. Canadian bellies usually cost

nore, but they are worth it..

=T
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o

A meat merchandising manager for 118 retail outlets in .
< \ . . -
this region had the same opinion. He will pay an 8 cent per

pound premium over the 'Yellow Sheet' price for.qnality pork

products. Pork accounts for approximately 30 percent of his

meat volume.

Customers of meat processors in'ROtthern California are
) contacted by salesaen and/or the’ pr0ce881ng fira's lanager.
Once an accoun&»is estahlisheﬁ the custoner usually places
orders with the procpssor. As one lanager states:

I have three salesmen in the field vho

" service old ‘accounts and approach new

. customers. - Once an account is :
established, I receive orders one or two
days in advance, and usq-trucking .vans.
to make customer delivéries.

¢~ 4 -~ : SN

| Most meat processors have never promoted Canadian pork
producfs, They feel that the inconsistent supply and |
i;sufficient voiuee does ﬂot"justify a prolotieapifcalpaign,‘
One fine, hovever, has proneted Canadian spperioriﬁy ih slab-
bacen to the hotel, restaurant, and‘instifutional (HRI)

trade wvith excellent response. Thisffirl's clientele'pay.a
premium for Canadian slab bacon.

A san"rfencisco fir- ianufactnring sauéage and bacon
advertises 1ts branded - prodncts, particularly slicea bacon,

extensively. ‘The conpany controls ROre than 20 percent of

L}
o

4
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the sliced bacon narket-in‘San rrancisco.l“bther'firls,

howvever, package processed products for various retailers
>

who then advertise their brand names. A .»».; )

. .
Qg O UL ,._-.l_.\» -

_ riras ﬁabricating hog carcasses in Southern California
| sell direct to retail ontlets. one fira has a aonthly '.\
| sugply connitnent vith a retailer._ A formula based on
Priday average prices for the aonth establishes the price of

‘the product, E R - o ‘

The aajority'of pork cuts are marketéd fresh. As one
manager stated- "ie atteapt to have a rapid turnover of .
fresh product—-as fast as possible, usually in a. fev days or

hours"

- e
The fresh product is boxed vith ~carbon dioxide pelletsm
and is shipped to retail outlets, - ueat processors have
discovered ‘that the product arrives in excellent condition,
© retains its bloon, and has an extended shelf life of five to

" six days when darbon dioxide pellets are used.l

Pirns have effectively developed brand nasés for their
products in southern california.' pork products .of one fir.

slaughtering and processing hogs have becone a. vell—knouu

.ﬁt

1 A consumer's dec1sion to buy bacon was more than a
.Price decision. A two-pound package of this firm's sliced
_.-bacon sald for $2.11, wvhile the packaged bacon of three o ,
~conpetitors sold in the same ‘retail, .outlet for $1.06, $1.07, -
and $1.06° per pound , _ , o

!
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houseliold word. An indnatty toprosoniativo estinatea that
their firm's pork 3§3dncts recoivo~a-2 cent per ponnd |

presium over local conpetitor brands. !nrthor, bran
rs vill

R

"uithstand considerahle price differentials. Consumer

»
response ‘for Burns back hacogphas been excellent., Sales

have heen aaintained even vhen ‘the prodnct is qore exponsive

‘\

than its U.S. counterparts. By , A\

i \

Canadian pork products in the fres% state have not been

-

“*. has been the problen. Hovever, if Canadian firls were

villing to enter a supply connitnent, one firn vonld promo te

......

.pronoted to ‘the Californian congdier. Consistency of supply.

“tanadian pork. The firn vas very interested in developing,

‘through their ‘fetail fto:es,'a "Buy Canadian" prognan.

4

lnerican consuners in the Iashington and Oregon have ‘
neen receptive to canadian pork prodnctS.- One retailer vas
purchasing and marketing Canadian cryovac hans in the two to

'y .

three ponnd categori»nnder a Canadian brand naREQ;, Consnler
response gas/excellent. Price 1ncreases, hovev;r, forced -

hinm to telporariﬁy d;scontinne the prodnct lire.

-, -

At the sane tile, a najor netailer vas 1nterested in :

1-pronoting ftesh Canadian pork at the neat counter vith sole

) in-store pnolotiog., The canadian products v uld»have to be

3

priced oonpetitivelz. The teta11 meat nanager vas also j,f

interested in dévelopiq¥,a Capadian brand namse. At_aiesent.

i
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ulocal leat paqkinq conpanies give a 2 cent per pound
41sconnt on all purchases4if a pro-otional ca.paign is B

naintained for an entire month, : o .

-

‘ . - . s SR

An innovation froa the tr&ditional leat brokeraggww -

;

operation to a -enu larketdng syste- has been undertaken'byg
one fira. The firm purchases portio; control cuts for the&r
. clientele. vho specialize in custol ptepared foods for the
institutional food service jindustry. A lelber of the
brokerage company acconpanies the\firl's saleslan on his
calls to &ssist 1n completing satisf33t°;;\;siﬂﬂe\\gg?., ’

representative from the brokerage fira. assists byzproiiding

additional infornatlon regarding the quality of the lenu

23 -3

,ingredients. | . S . . L "b

‘fPhysiéal Functions T, .

P Physical functlons are those activitles involved in
handling and altering the form of a COllodlty « The three
ph151ca1 functions are storage, transportat;on, df

processing. They Egke the qoods avallaﬁle at the prOper

"

‘and in the PrOPer forl.
B C

time, at the proper place
An Bdlonton truck' "firn’trensports'the !ajoritf,ofA_,
pork products fro- Alberte:and Saskatchevan to'California;?i

,/;;", .
i . . . - .
. - ) ‘

. 1 Ibido' P.21. ’
_ 2 The distribution of pOrk prodncts fros llbert;,into
San Prancisco is docnnented ’ Appeqdix G. ; *

ot
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b

The firm received a U.S. frﬁéking lfpense authorizinqﬁ .

¥

shiplents(into Californiahfron the Interstate Commerce

!

Co-lission in 1971, B e,

Meat processors in the Pacific region have received

eicellent'service. The ship%ents‘arrive on time with the
product in excellent condition. rurtherlore, tneir fee of.
$2 50 per hundredueight (cvt) is conpetltive vith truckers'

. fron the uid-iest, vho char@e $2.50 to $3.00 per cwt.t A

: conparahle rail rate fron South Dakota is $2.10 per cvt.

‘ B

The capac1ty of a ra11 car is 75, 000 pounds as opposed to

4

38,000 to Q0,000 pounds forrtruck couriers. Couparlng ra11
~»  wWith .truck %re;ght intervals, product ;nshiplents froa the

gid—ﬂestern.sfates to California are 1au.hour§“énd-51rnonrs}

'resPedtively. Heat'products are delivered in:QB hours from

Alberta.i ‘ . .- > {;
. . . )

Entrepreneurs with meat fabricating plants in Southern '
Callfornla u§e rented and/or ovned truck courlers for

" carcass 1nsh1pments. Pork sides purchased fron Hld -Western
packlng conpanles are shipped Priday afternoon for warehouse

‘

dellverx~5unday. The .sides are "fabricated and distributed
. , B N : A //

- ‘. o

r

- 1 Effective August 11, 1974, the firm's transportation
rates are in¢reasing approximately $0.60 per cwt. Canadian
packlng firms demand daily service conparable to domestic
carriers.. Hovwever, sporadic fluctuations of meat sales to

‘meat- processors in the Pacific region create a very poor
utilization of the transport equiprment, forcing an upvard
adjustnent in their frelght rates. }

- ?
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'to retail stores on Monday, Tuesday, and Wednesday.' A

rsecond‘shiplent arrives on Wednesday for store distribution

| on Thursday and Friday.

Linited meat storage facilities in the Pacific region
has not been an i-pedilent to Canadian meat expdrters;
California leat manufacturers have their own freezer space
up to a capacity of 500 000 pounds. Additional cold‘storage
space cdh be rented. On April 30, 197u the usable cold
storage space for rent in California public wvarehouses wvas
11.46 million cubic feet and 08.52(lillioh cubic feet for
cooler and freezer space, respectively.l Fifty-three percent
wiof tlhe cooler space and 69 percent of the freezer space was
occupied at the time, During tha same period, S0 percent of‘
the publlc freezer space and less than 60 percent of the
available public cooler space was occupied in Hashington and

}

oregon, Purthernore,‘the dbveloplent of an eff1c1ent

J

service systen for distributing fresh .eat products directly

- "‘\

-~

. to- retaii outlets reduces the deland for‘public cooler and

°

fréezer space.

Pacilitating Punctions L : .
R |
Standardization and grading, financing, risk bearing,

. . —

s . . . "

- ._ 1 United states Department of Ag:icnlture, Cold
: Storage (Uashington, D.C.: U.S.D.2., Statistical Repo;ting
service, Cr0p Reporting “Boarad, April, 1974). -

L 1.



and iarket(infornution arg the facilitating functions.l
These activities are.necessary for the smooth performance of
the exchange and physiCal functions. They are not directly
ihvolved in either the title transfer or the physical
distribution of goods, ‘Stangaqdization and grading have
become an inportant narketing'aCtitity. - The tra;ing of a
comnodity'in veilldeiined units of quality and quantity '
allows the establishlent of effective Price quotes.
Standardization also silplifies the’ aggregation of a

conlodity for shipment. Purtherlore, storage costs can be

reduced through effiCient utilization of storage space,

ueat processors in the Pacif?c region had fev

conplaints regarding canadian pork Canadian pork cuts are'

uniform and of superh quality. Canadian butts and picnics

~..

are extrelely le;n, vell trimmed, and retain excellent
bloon. Moreover, Canadlannbellies yield 5 percent more than
-bellies purchasedifro- the River'States. Oone processor
. refuses to purchase pork cuts from some Mid-Western

supplieQS because of their poor guality. -

L A J

}irns fabricating Canadian‘hog carcasses are generally
satisfied vith the yield of ‘Canadian hogs. Canaaian hogs
are*;ean and produce a uniforn_product. The demand of"thzf

Anerican,tonsuner'nas shifted toward lean'bacon, uhicn

-

1 7.§.Beckman and . R.Dav1dson, Marketing (New York:.
The Ronald Press Conpanyw 1967) . . ‘



places Canadian pork in a favorable pqsi;i§nlin the bacon
-grke%. An industfy complaint of CQnadién préduct, howeve;;
wvas the facfvthatAloins q;re-tbo light relative‘fd‘
'fetéilété'”éipéétatidns;” This leads to a number of

' interesting questions regarding the narketing of hogs in

Canada. If consumers in Californjia are demanding heavler

1oin§,~then vhat about Canadian-consﬁlers?'-should Canada's

hog grading system be adjusted upwards to co-pensate for the

_demand for heavier cuts?

The finahéing function allows the extension of credit .

to customers uho!perforl various aspects of marketing, and

is né;essary-énfvhere that storage or delays take placé.
SeVefal'financial'érrahgeiehfé,hetveén Canadian pﬁékinq-
planis aﬁd meat processors in the Pacific regionfa:e',
"éfacfisea- Credit arrangements for most accouﬁté a:e‘séven'
to ten &ays net, wvith an odd‘thirty day account. The

. response of one processor regarding financial arrangements
vas: -t
j ‘sapply has been more of a problea than S~
- financial arrangements. Our firm has . -'\3
cooler and freezer facilities that allow
-~ volume purchasing. We are presently
‘carrying approximately’ S 0,000 worth ‘of
inventories, with a thr lonth
-turnover. Purchasing discounts are .
" given on volume orders, which justifies - T
' maintenance of high _inventories. oL -
Another benefit is that our cempany
receives a -1.-percent discount if
: .~ accounts are paid within ten. days after
T shipwent. - We extend thirty days credlt
) to our custoners. ) L
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' Cash Gn delivery (C.0.D.) billings have caused ) _;;i_
‘custoners inconvenience vhen they did not receive advance _—
A,Anotice of a C,0.D. shiplent Requests for a- bank draft ‘and -
C.0.D. billings by Canadian packing plants have caused - '
several plant lanagers to decide not: to purchase Canadian
'products.v Improved financ1a1 arrangenents u1th custoners
requiring bank drafts or cC. o D. billing would facilitatev

-

Canada's pork trade in this region.

A nanufacturer may suffer a loss 1n narketing abproduct,
through physical or narket risks. Physical risks lay occur
throngh the destruction or deterioration of a connodity |

"before a purchaser_receives. prqgesses, ;:a redistributes

'the,product.‘ They may occur because of an accident or

" .weather catastrophy. narket risks occur fron changes in theg
value of a product before 1t can be" processed or narketed

‘A change in consuner tastes or the act171ty of ‘a conpetitor
may cause losses in a firm's. larket ‘share. -Market Tisks may.
be borne by an entrepreneur, or shifted to nore conventionalf
. forms, Insurance conpanies proVide an. out1et for physical
risks, vhile futures exchanges are utilized to shift price
risks to larket speculators 1 PhYSical risks that occur fron

" the destruction or deterioration of meat products are '

minimal, Reiffers are installed on truck trailers and rail

cars for refrigeration._ Moreover, thevuse of carbon dioxide

1



o~
‘.pellets has been an inprovelent in extending ths shelf life

of fresh meat products. v | ‘,-

A
‘\

- ueat inspection by the United States Departlent of
Agricultifg\{f .S, D.A.) is: the greatest risk' Although less
than 1 percent of - Alberta and Saskatchewan pork exports into

the Pac1f1c region are rejected by U s.D A.'leat\anspectien

f'wat Great Falls, the snobth flow of. pork products is

fdisrupted ‘Recently 30,000 pounds of cfnadian pork skins’
'vere rejected by u. S. D.l.ﬁinspectors in Oakland because of :
root hairs, The load vas not inspected at the border. but
delivered to a public Cold storage varehouse. The relative
'cost oi/storage and handling vas high conpared to product

: value. consequently, the product vas creosoted to prevent -

selling aﬁd vas thenﬁ%unped

iﬁnagers inporting hog carcasses frou Canada indicated
that U.s D.A. neat iuspection has not been a probleu.
'ATruckiug firls from ‘the United States are narked vith a’
U.s. D‘l seal allowing neat inspection at a purchaser s
~:plant.‘ A one hour delay at the border occurs vhile the 51de
-;and rear doors of the trailer are opened for visual
inspection of the carcasses. Horeover, at destination,
‘~U s. D.L. inspectors. ‘instead of rejecting the load hecause »
of dirt or ninor difficulties, have alloved carcass . ‘”;;

-cleaning.
'

-uarket risks aie tbose”that'occur;as a result of_au“
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change in the value of a product as it is narketed An

g
unfavorahle shift in the exchange rate or product price

might cause heavy inventory losses.' -

e [T

Heat processors in the Pacific region receive a price ‘

quote in u.s. dollars, duty paﬂd f o.b. his plant .The

O .
e

Canadian packing plant ahsorbs changes in the exchange rate S

betveen the Canadian and the u.s. dollar, anﬂ pays duty on .

United States fork inports.‘{i;
& ' X

Although neat lanufactqgers purchasing Canadian pork .
products are insulated against exchange rate adjustnents, f”
the possibility of unfavorable price novelents is an

unavoidable narket risk Hedging existing inventories

o and/or future supplies on the futures exchange 1s one lethod

of nininizing price risks.; LlVe hogs frOZen skinned hals,'
and pork ‘belly" contracts are offered by the Chicago
Hercantile Bxchange.f Heat nanufacturers 1nterV1ewed in
.Rorthern California have never used, nor 1ntend to use the
futures larket for speculation or’ hedging. Purthernore. of
~ the people 1nterv1eued in southern Califotn;a, only one-nsed_
the Chicago futures exchange. He was not. interested in -
hedging but speculated on storage stocks near Christlas.i
, _ _ o

[

&n‘/

-

) 1 On January 1, 1972, U S. tariffs on Canadian pork
imports ¥ere 0.5 £'/1b.  on. fresh frozen product, 2 £ /1b..

. on. processed bone in, and 3 ¢ /lb. on boneless pork -

products.- - ) R , .

B
1 .
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Continuity of supply fron Capadian packing plants to
i
neat processors in the study area is the' lajor narket

penetration problenm. Developing forvard contracts betveen

T the supplier and the néat lannfacturer vonld alleviate this L

problel. :

e
-

- The responses of indnstry members to Alberta's proposed

forward contracting schene uere rixed. A ‘number were

- Skeptlgal rejecting the idea pnnediately because- "We're

operating in a cash narket- If one priced 1/4 cent above .
his. conpet ion, he vould lose his. larket.“' Another .
nanager stat s:. nItm scared of. forVard contracts ‘because of
the day-to-day. pricing of finished product. I'm more -

1nterested in renaining and ‘buying on a conpetitive narket, :

| than buying at a stable price.

N _/r . \‘ ]

P N

o The attitude of retail firls and 1nst1tutions toward
fornard contracting of supplies regnlates how fast the neat-f
1ndnstry Hlll shift from the traditional day—to-day selling'

nechanisl,_ A bacon nannfactnrer vould contract his belly

supply-if retailers vould contract his production. Another

_.lanufactnrer epnld sell salali to the chain stores on a

) ninety day contract Although a lajor retailer in Southern"

California synpathized vith the fact that producers nay need
a contract as an 1ncentive to produce, his firm was not
interested in forvard contracting.‘ Hebstated ;. nIf. you
develop a denagg for a prodnct. then the contract 1s

.-‘" ; . S ) ‘
Vo ® . . ) : : ‘ o
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unnecessary--ycu.buj vhat you need every'week." * Another
industry nenber indicated that the present systen alloyed -
for purchasing flexihility. He 'eighs one narket against

“anotherptuhen he buys supplies for the next week

The'posSibility of acceptance-of an;'forvard
contracting schenme by nenbers of the Reat industry in
Southern California can be sunled up as follows "Incentives
to change fron the present systea vonld have to be based on

'hard dollars and long term benefits." ¢

,HanagJEs of firas slaughtering live hogs, fabricating N
carcasses, and distributing pork products on a veek-to-week
nasis‘uere notiinterested'inlexploring the"concept,ef |
foruard'contracting}' However;fentrepreneurs nanufacturing
‘specialty iteams and portion control cuts vere willing to-
”negotiate supply‘contracts; One nanager's reaction vas-
‘.“Porward contracting could be a solution to. the trenendous,
_lpfluctuation in prices we have experiencea in the last two.
years." | Another nanager stated. TWR' |
'AThe prlce of a commodity is of minor
1nportance.. our ‘major concern is . . . .-
. contracting vith a processing firam. that
...will guarantee product quality and a
"reliable supply. 'WHe are contracting
vegetables up to three months in v
advance, and we see nd reason why a one

year contract fOr meat products cannot '
be nade. , o

Ce”

At present, one sausage nanufacturer has entered a

forward contract 'lth a uid-western packing conpany for a-



portion:of his supply. Price,qnotes fr;flthe ;!ellow'SheeE"
formulate the base prices A final price is determined by
implementing a prearranged adjustlent for-ula.' _»_n.mggﬁgﬁww_”
Meat lenufactnrers vho_pre-price‘the finished producﬂg“ {
with their'cllentele--bacon, sausnge,.and sale;iéﬁ
nanufecturers--are‘bertlcularly'interested-in forvard
contracting, Vnanagers vere receptive to one of more of the
folloving contractual arrangenents. |
(1) A stable supply priced relative to the U S.
market, with up to~a'7 cent per pound prelinl.
(2) A supply contract at open'or average‘prices;'
(3) . A supply contract tied to 'Iellov Sheet' quotes,

,plus a fornula adjustnent. a -

It is interesting:to note that a_rholesale cooperstive;i o
"operetingvfor 2.500Mlndependent lelbers.in'celifornia, is
ll purchasing turkeys sirAnontHSfin advance,FFThe’cooperatire
is—guaranteed-e'snﬁply forﬁa.negotiated price. Market risks -
'are elininated by a clause vithin ‘the COntract The clause :
stlpulates that ‘the supplier will honor ‘the contract prlce f
| on the delivery date if the narket price exceeds the L -
- contract prlce. Conversely. all pr1ce declines helovuthe ;'
contract pr1ce -are pa‘Eed on to the cOOPerat1Ve.- This},

.arrange-ent ‘has heen_operational for three years.

The collection and dissemination of marketing

~ informaticn is necessary for the smooth operation of the
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narketing processes. "Efficient price establishnent cqnnot
occar vithout adequate inforlation concerning the sources of
snpply, consuner demand, governnent policies, and _other Lf_ee
narket conditions. _?inancialwarrangslents, transportation
- service, storage facilities, and)prodnct characteristics
: -ust be considered by the purchaser and. seller before an
vagreelent is reached Often the success of a business is
attribnted to the entrepreneur's ability to analyse factual
inforlaticn.’ Firm surviVa{ is enhanced by detailed and

cnrrent market infornation.

~

L. ,
Host nanufacturers in the Pacific region rely on meat

brokers for recent narket information. The lajority of
.people intervieved fonnd the service satisfactory. Certain
meat nanutacturers received'inforlation_on Canadian_norb
" products on a’ regular basis.; Others clailed they receised.
‘no‘infornation‘regarding‘aiailable~pork supplies ‘or product
pricesvfro- Canada, They vonld be interested in ‘
connunicating with a Canadian broker for speczfic'
1nfornation. 2 |
Implications for market Penetration |
‘ Continuity‘of‘snpply froa Canadian packing plants is
the nost»serious problen.,'canedian packing firms haVe used

‘.

L ‘ 1 R.L.Kohls and ¥.D.Dovney, op. cit., PP.22-23.



the Pacific region as an opportunity aarket for snrplns
product. The qnality and yield of pork products fros -
ﬁ“ Canadian _suppliers is very acceptableihnt_hefore a preniul.uu—”
can be established, supplies are discontinued. ‘The . ,i~’
Californian consuler delands a fresh product. neat‘
:retailers}in California ha;e never.nerchandised fresh

Canadian pork in their stores. Advertising bfand'nanes has
been effective- howeven. before meat managers would
nerchandise pork_prbdncts under a Canadian hrand.nale,: >
snppliesenonld ndte to be guaranteed fifty-tvo &eekssof'the“

\ .

1

year.

' | An efficient transportation systen betveen packing
plants in Alberta and Saskatchevan and leat processors in

the stndy area does exist. Public varehonse facilities for
storing leat are ‘also adequate. u.S. D.A. meat inspection at
Great Falls, Montana, hovever, delays prodnct delivery to Efx\
meat processors and creates nncertainty in the narketing T

channel U S. D.l. meat inspection at pOint of lading vonld

o alleviate this problen.

'c.0.D. billing and rETﬁests for/bank draft hy Canadian
packing plants has ilpeded Canada's pork trade vith a nnnber
\of meat proceSSing firms in the PaCific region. |A systel of .
narket intelligence speCifying the history of a firl, and B F

thns inproving credit arrangenents and trade, shonld be :

-
. hat

considered o . o : , o
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The failure of Canadian packing firle tovoffer}qlinorkf
‘cuts~is anorher market penetration,pqeblea._ Neat' processors
are—intorested—izr tlfe—qnaliﬂ—-of ttesﬁ—poﬂ:—hacksand—hais— e
_ fron Canadian snppliers.; They vant offers of fresh,

’

‘skinless seventeen to tventy pound or larger hans dalivered .

\

in conbo bins.<

.The concept'of forward contracting vas nnatrractire to'
. a nuaber of meat managers interviewved, vhile others vere

- very receptive to the idea. uanagers lanufacturing sausage'.
and salali uould be willing to contract a portion of their
snpplies. A potential in this market for contracting

portion control cuts and.pork bellies is also availahle;
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Three behavioral-trade equations vere analyzed using
" veekly data for 1973. The respective endOgenons variahles
for the equations vere the flow of pork. prodncts into the
PacifiC'region, the flov of pork bellies into the Pacific
region. and the flow of eleven to thirteen ponnd pork
'belliesxinto California._ The data were tranSforled into ‘the
natﬁrai logarithnic fora and paraneter ‘estinmates were -
}obtained for each egnation elploying drdinary 1east squares.
. ° . ‘., '
The level of confidence placed in the paraleter
.estilates vas tested via thé student's t-test The
f paraneter estilates for’ ‘the United States winus Capadian hl: A,
farn price, the canadfan minus United States vholesale price .
'vfor eleven to thirteen ponnd pork hellies, andapork stocks :-
in Alherta and Saskatchevan vere significant at a confidence '1
level of at least 90 percent, The signs of their paraneter S

'estinates conforned vith a prio;i expectations. ‘ﬁ;

The explanatory Vhriables (hog slanghter in nlberta and

-

: i
Saskatchewan, hog slaughter in the United States, hog\\\\

i
2

1

slaughter in California and the retail price of bacon in



4; wd

' 95 percent confidence level. fieitherfnnlticollinearity or

.- R FY

N

California) vere a poor measure for predicting pork exports

from leerta and Saskatchevan into the Pacific region.

| o ;
. The F-statistic for all eguations iaS»significant at a

the Durbin-Watson test for autocorrelation appeared to be a

problen'in any equation. | )

The econometric model was snpplelented‘uith personal
unstructured interviews with members of the meat industry in
the Pacific region. Interviews concentrated on the
exchange, physical and facilitating larketing processes.

The concept of forvard contracting all or a portion of an

entrepreneur's meat supplies was also evaluated.

3}

¢

Conclusions and Implications for Market Penetration

The cfiteria which affect the flow of pork’ products
fron*klberta ang saskatchevan rnto the Pac1f1c reg1on have
heen anal;ged in this study. The hypotheses that hog
slaughter- in Alherta and Saskatchevanﬁdirectly 1nf1uences

. ¢

pork exports 1nto the Pacific region, .and that ho@ slaughter

in the united stat%s inversely alters the flow of. pork

_products fro- Alberta and Saskatchewan into the pac1f1c

region, wvere rejected. The hypothe51s that the flow of porkw
products to california is dlrectly related to retail pork
pr%ces in California ras’also rejected. qovever, the
hjpotheses that pork‘exports frol Alber \and Saskatchevan

. . .,
RN
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into the Pacific region ere directly related to‘thGQUnited‘,

States aipus Canadian fara price, are inversely related to
the Canadian - minus U Se uholesale price and, are directly
related to pork stocks in Alberta and saskatchevan, vere .

accepted.
SR

~

1

‘ A market potential for an’ additional 426 lillion pounds.
4of pork per year could be developed in the Pacific region by
1980. The study area has both the popnlation base and -

‘vfinanCial resources to support the consunption increase.,
However. if the leat industry in Alberta and saskatchewan
are going to partiCipate in this market potential, the

industry must identify and continué to nonitor market -
/ .

cdnditions. . L

The Alerican consumer is lore affluent today than ever

L}

before.  With continued affluence, the diet shifts fron a
\carbohydrate to a protein_base and is acconpanied by a guest_
ufor inproyed.quality and diet variety; Canadian pork

ij products are leaner than their United States counterparts
.and are very acceptable to leat processors in the PaC1f1C.?

region. Hovever, if Canadian packing firns wish to

-

capitalize on their favorable position in serViCing this -

market, solv1ng the problel of continulty of supply 1SA
. " ;

paralount- Canadian packing firns have used the pacific-

A .
'region as an opportunity larket for surplus product. - In,

doing so, _their credibility as a reliahle supplier of fresh - -
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'and ' frozen pork products has deteriorated.

Product differentation and the developient'of“brand‘
loyalty through advertising has been snc¢essfu1 in the study
area. Presh pork fron Canada has never been pronoted undef

a Canadian brand name by meat retailers in California.- One

-

meat retailer was interested in developing Canadian brand »‘~v
. : N ,,.1‘ -

e

nampes through‘his:retail chain. canadian packing firns,
-hnoveVer. must first guarantee'supplies fifty-two ieeks of

the year.

Specialty meat processors vould enter foruard'supply
'-&‘

A .contracts under various. sale agreenents vith Canadian
packing firls. The supplier vould have to guarantee‘a
veekly volume and the lean content of tbe'products._dThe
conCept of forward contractingvis also acceptable to firas
caterind\to;tne HRI trade."x market for portion,control“
cuts nas.renained virtnally untouched " More Nbrth'Llerican‘

houseVives are vorking and 1ess tine is spent preparing

S~

food. ueat nerchandizing and processing should respond to
the shift in consurer deland The demand for convenience

food itels, canned products, portion control cuts. for

ot N

outside barbecuing and the HRI trade, .and ueat cuts for

take out centers will continue to grow in the Pac1fic

"~

'region L ' S ' ‘
-CQllection'and,disselination of larket»infqrnation
regarding pork supplies in Canada, meat storage facilities

\
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in the study area and transportation of meat products from
Alberta into the Pacific region are not trade inpediaents.
The service provided by Canadian leat transporters is
'conparable with the truck courier service from the’ uid— :_”\;f

,Hestern states.'

C.0. D. billing ‘and requests for'bank drafts by Canadian'
packing firls has impeded Canada's pork trade ‘with a. nunber'

of meat préces51ng firms in the Pacific regiou.. Ilproved

: )
credit arrangelents Ilth these firns woufd increase Canada's

pork exports into the study area.

[

U.S.D.A. neat'inspection‘in Great Falls, Hontana,

~ delays product delivery, 1ncreases product handling ang

‘creates uncertainty in the uarketing channel‘ Cardboard
boxes packed with mixed meat loads are walked on and often
‘torn. = Not omnly uoq}d~u S.D.A. inspection at point of’lading»

allev1ate this problesn, . but product delays and narket

'%-uncertainties uould he llnlllzed.”

@ - N - ”
-

The Pacific region.provides a"-afkei potential;for
expanding'Canada's pork exports.‘ Canadafs rrairies nave:the
productive resources to capture this potential Realizingﬂ ,/
the existence of a. market potent1a1 and exploiting a narket
opportunity,_hovever, are separate accohpliShnents. e |
Realization develops fQL. research and ob rvation |

Capturing a. larket potential requires the coordination of’

the pfoduction, processing, and aarkgtinglactivlties,.-

s
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._Even,within a‘firlj.the coordination of the production;e
processing, andinarketing'activities is not_aneasy task..
The proble- is'intensified‘vhenldifferent rganizations are
involved. Incentives for a consistent and 'reasonable' ratet
of return on investment for participating nenbers must be
availahle. The latter can occur'only through inproved*\

communication and cooperation betveen participating

organizations.

IncreaSing Canada's narket share as a supplier of pork
for the PaCific region requires the cooperation of producer jf
groups, .hog slaughtering and proceSSing firas, and . narketing
agenCies. A portion of Prairie hog prodnction could be
deSignated as supply for the PaCific region. Aﬁter.
custoners in the Pacific region are‘contacted ,product

speCification, finanCial arrangelents, product delivery,

volunme, price establish-ent, ‘and other contractual crlteria

7'would be fornulated A supply contractual colnitnent with

processors in the PaCific region is then: coordinated with

hog prodnction in Alberta and Saskatchevan.

Achieving a goal such as this vould reguire the
‘partiCipation of Sincere, dedicated people.‘ Although
periods of skeptiCiSl vill undoqbtedly prevail. problens
. within the .arketing channel can. and. uill be overco.e._
'.Harket obstruction necessitates a period of thought where

narketing -‘probleas are isolated and defined.: Hell defined
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prohlels conplelented with. participant flexibility and -
_inagination in choosing alternative courses of action create
a fornidable opposition.. Objectives least 1ikely to succeed

,”vill ;be. attained throngh optinisn and participant
Jcooperation. B -

Recommendations For Further Researchj

The research conducted 'in this study. foras the

foundation for further areas of'iniestigation.

Several entrepreneurs pnrcha51ng neat products in tne
Pacific region are interested in forvard contracting all or
a portion of their snpplies. \Specifying an acceptable
_'contractnal arrangenent between the bnyer and seller would

be both a benefic1a1 and challenging project

R ’
\ /
\ .

N

U s D.A, 1nspection in the United states presently '

delays meat shipnents in- transit and creates nncertainty 1n

_ the narketing channel Iif supply contracts betveen packlng

'plants in Alberta and saskatchevan and neat processors in
_the Pacific region are established and accelerate, the

' B
effect of U s D.A. ajft inspection as a trade 1nped1nent o

T shonld ne'evaluated. S d-;‘?-

International exchange rates are constantly under
,adjustlent- ln appreCiation of the Canadian dollar alters

--Canada's conparative adVantage in ser71cing a foreign L

’



 market. Unless an internediary in the narketing channel
'absorbs an nnfavorable adjustnent in currency, the cost of
Canadian products for a foreign inporter vill 1ncrease 'An -

~>1ndustry s eiports aay decline, depending on_the relative

/
/

~adjustnents in the exchange rj‘e. The degree that pork

exports from Alberta and Sask tchevan into the study area

‘are altered hecause of exchange rate adjustlents should be _
.investigated The research conld concentrate on discovering.
a critical differential 1n the Canadian-United states

exchange rate that will depress Canada's pork exports to the'

United States,.

, The cost of neat cutters in Canada are 1over than in
‘the United States. Are. fixed and other variable costs also
1over? The benefit of knowing ‘the conparat1Ve advantage for
processing neat products-in Canadian proce351n¢ firns rather
;;than 1n packing plants in the Pacific region, although a.

'fornidahle objective, becones obVions.

©

'l A narket for exporting live hogs to the Pacific region f
:ls available., Exporting rav naterials norlally COntrlbutes.
little touard a nation's econonic growth . Therefore,
analyzzng the econonic benefit.of exporting 1ive hogs as i
:conpared to process1ng hOgs in Canada and exporting |
processed pork should be nndertaken. ": f 'i'w-j '_*jf_

-

The najor Canadian hog snrplus provinces are Alberta, -

t

“

Saskatchevan, andﬂuanitoha.a Expanding Canada‘'s |



i international pork trade Iill require the cooperation and

:trust of producer groups, leat packing firls and n&rketing

agenCies. The Prairie Provinces working as a teal and

allocating‘narket sharelﬁfor international pork contracts

nvould strengthen canada's negotiating position. The

,benefits. costs and iuplications of an international pork

cartel within the Prairie provinces should be evaluatea.'

'Attenpting'to'establish'international larkets‘uithout

available supplies ‘can deteriorate a nation's and/or

| region's credibility.. Pronises to deliver pOrk products

. have not heen fulfilled by suppliers in the past, cauSing

;buyer resentnent. A narket intelligence division indicating

- fut e supplies vould ninilize the connitnent 3& ilaginary '

supplies. Thus, further research eValnating the benefit and

operation of L larket intelligence diviSion in the hog

findustry is_paranount.

The supply of hogs provides the fuel for canada'a

involvenent in international pork trade&g Therefore, the

, potential production base, producer Villingness to produce

' hogs, incentivﬂg necessary to- Stllnlate hog productlon and

the producer's reaction to forvard contraCtlng are

hditional areas for inguiry.

The 1ist continues to grow like the branches on a tree. o

‘Each hranch should be investigated Optinisﬁ. flexibility,

‘cooperation and hunan ingenuity vill be reguired to solve
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Aegch,prohlej, which in turnivill.open anbther-arﬁa for |

}nvestiggtive'inguiry; :
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- APPENDIX A

GOVERNMENT, INDUSTRY, AND UNIVERSITY TEAM MEMBERS

T, . - C e e e P P

[P _ e e - N

iPersonal udstructqred-interyievs wiﬁh lenbers.of the
meat iadustry'in’the éacific region';ere conducted,in\the
late spring andVearly summer of 1973.' The‘PaCific region
-was div1ded into Northern Californla and Southenn Californla
(first 1ndustry schedule), and Idaho, Oregon, and Washington

(a second mission). L o | e -

‘Members partlclpating in the exploratory research vere:
(1) Callfcrnla‘

Mr.Jinm Dawson, econonlst, Alberta Departaent of |

' ‘!vAgrlculture, Edlonton. _ :
;'lur «-Ernie F1gol.vF1gol Dlstrlbntors Ltd., Ednonton.
] ¥ .
‘ur.Ralph Hanlett, adnlnlstrator, Alberta Departnent

of Industry, Prade and co-nerce, Los- Angeles

Dr.uurray Havklns. professor. Unlver51ty of Alberta"
Edmonton. .. - _ | |
us.Rosenary HCCOtllck, suller research assistant,_

- Unlver51ty of Alberta, Ednonton. - 'ﬁ':,
Mr.Ed Schultz, -anager, Alberta Hog Producers'kv
Harketlng Board Edlonton. . |
ur.Lyle Sllth' teal project coordlnator, graduate

- student,.Unlversity of Alberta, Edmonton. . .

r T

v . R



(2) Idaho, Oregon,ﬂashington . -v.i 1 j A
Hr.J Dawson, Hr.E. Schultz, and Mr. L.Snith vere
Vnenbers froa the first -ission.>-Addit10nal lenbers.
“uere.,."v - - o - . B
ur.Don'Hodgsbn, éonnérci;l officér, canaaign' ;,w
Departnent of Industry.:rrade and Connerce, seattle.

Dr.Joe Rlchter, professor, Unlversity of Alberta,'

Edlonton. v S L .
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TABLB Cel

s

D(PORTS Ol" DRESSED PORK FROM BANA.DA TO THE UNITBD STATBS
AND OTHER WNTRIES, 1960-1973 o

- ¥ . B n
e - PR PR

ponud) 8 Fiver  Tel 1 B
Year AVerages‘ United States Other Countr!es All cguntrus

('0\0 Ib)($'000) ('000 lb)($'000) ('000 lb)($'000)

1960 " 45,098 21,131 24,592 1,181 69,690 25,312
1961 ' hZ:HZB' 20 50h 15,812 4,333 58,240 % ,837.

ge bl SR igm bR g sol
96k f’gﬂ:ssaﬁ?,m zfmi‘*sios'xﬁ,} 54,801 26,450
- 1960 196 ‘4,930 1618 16,37l 4,227 . 61 30} 2585
965 53,300 28,757 ;3;627f.?2;121.f*56 936" 30.878.f -
1966 1,26 25,445 - 3,053 2,097 #7,317 27,842 @ -
1967 53,169 26,422 4,751 - 2,425 57.920 28,847 -
1968 - 51,237 27,010 - 1,883 2,481 §9;120 29491
.o 1969 ”;hss,;29,013 6,453 1,539 5&,906 ‘33, sau
" 1965-1969 . 50,687 27,329 heS53 2,133 55, 240. 30,062,
% of Total _ (91.8) (96.9) (8:2). (%.1) (100.0) (100.0) -
1970 - 58,693 30,910 - 10,269 6,023 68,962 36,933
1971. - 66,358 27,96} -.28,842 14,076 - 95,200 %2 uo
1972 59,626 31,702 = 51,603 32,039 111,22 Tl 1
: 19738 65.200"_u5.2uu 55.192 51,56 120,392 96,808
1970-1973 . 62,1469 9% MT, 925, 98,946 59,880
% of Total (65?1)u 6 36 ) (13. 3) (1oo?b) (1oo 0)
A’ llncludes fresh frozen, proéesséd and canned pork. L -

' SOurce- Statistlcs Canada, “Ex
T 5-0014. (Ottawa. DBS: mont

Comodu.;es Cat.No. o
: .-, &w% . . . - .0.’ ;



" Averages .

| 'mau: c.z oy PR .

: 1. ) . " . .
nxronrs OF nar.sssn PORK FROM CANADA 10 mﬁ ﬁunm STATES TS
. 960-1973 B RPN
CAnnpat & . e T

S=Year Frq;p‘&f?pozen‘; Processcdb Canned° . Total

......0...‘.0...0.... 'ooo Ibs ‘...0......."...70004.

w960 35,882 . .- 6,031 3,185 15,098
1961 3h,080- .. 5,680 . 2,668 - h2h28." Qs
1962 - 35,451 0~ o, 6,117 2 2750 ‘4,3  {: I
1963 33,950 7465 3,037 ifa‘ ,452
.- 196k, 37, oeg;. e 8,188 - 3, 1080 - 48,353 - -
1960196l 6,696 . 2;9l . ,93 7
¥ 1 of Total é 5) »ﬂ (l[p9) o '(& 2& (%0 o)
- 1965” 2 il 8,785 2,361 - 53,300
. 1966 379 18l 5:721{. ? 1’3'59 ’26’-‘-- .
It O 0 il L ol o
o 1389 1;3;06 2 T ﬁ:(:zg S (3 8 Egiussﬁ
ot 1965-1969 , 1 .6,012. 1,313 50,686 -
- %.of Total Hes 5) L (11.9) - 12.6)..- (100.0) =
1970 53.11;9' s68 986 58,693
oeoge %tis%z. e s
973 60,708 o7, ¢ LbB 65,200 -
 1970-1973. 57,626 - 3,883 ~ 960 62,469
% of Total  (92:2) .. -(6.2) (1.6 (190.0
- E; 'J""‘ —— YL t—

8 lncludes pork bellles, fresh or rrozen- hanm,_not

cgred or cooked; .pork spareribs, fresh,or rrozen; ‘and, pork
tresh orbfrozen NES. . : e
, Includes bacon, cured‘ hanm, cuq‘p pork, cured NES.]N-
and boilgq)hany cooked. S
, . lncludes hams, canned and pork canned NES. Ly :g,

Statlstlcs Canada, Ex ) \ Conmbditles "Gatj 0 )
65-00h (Ottawa~ DBs, monthly o




"rABLi"’"c 3 -
N o

EXPORTS OF PROCESSED PORK FROM CANADA TO THE UNITED STATES
st 960-1973 : . Co ‘ ’ ‘\“ *

- ' " i la N T W ; \*’.’. .

| — e Y,
‘ . - i “

Year  Cured® ~Sides & Bol¥ed Pork - Pork® ‘Total
‘ Hams Bacop " . Hams. - Cured Canned- e

B .

!
!

g

/]

0‘0-.0....0.0.. 'ooorlbs ..‘.:._'..‘..f.‘...C..........O.l

B .1-?9‘(1. o 3,299”" 1138 - 3,185 9,216 -
922 3, ﬁb 1,098 320 2,668  8,3u8 e
“ 1,323 3,585 876 363 2,750 8,867 . c
" 2,32 . 3,99 . 880 &9 3,037 -10,502°
L 1;576 ‘4' / 1,:';‘72‘5-1; C 2,140 213 '3.°6ao-‘_!‘. ‘134,2680
LErh Lo 1,998 258 2361 1,150
959 [ 3,513 1,096 153 1,359 7,080 ,,
AT 3:%*99“‘;‘;?‘7““8142, o198 1,264 6,687 7
_ 00 3,317 866 - P0 - 819 6 35%
83 3,05 6ok “Fer 761 5,38
g6 3,352 260 259, 986 55
662'_.':' Te,us3. 358 176 1,063 & 4,712 .‘

Morieen 872 2,54% 35 509 7#“‘3‘ 4,625
i "°32 1,50° .+ k2 500 ,33;,#1? sz,

AN

® B X . . S
P2 . . . a Q»,
y » C s
N s

g Prlmrily canned hams.

;‘ = s°“i°e' Statistics Canada Ex niii"-"r'."{

\U . . L . % w0
. . 1. ' ‘
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¥ | :
. | Q v‘-
L TABLE C.ly
[ ’ ‘,' 7 - B " | ‘
L IMPORTS OF DRESSED PORK! FROM THE unm‘.n smres
v ' AND OTHER coumnms, 1960-1973 K

'.4.45

:' é}:96}<f)‘\}‘ 13 h 80 oy ua 26 17, ’66"1 u 826
L - 1960 - 301344 0- .. . 3 ’
DEES ' o ,630 " 13,19 23 - 13 ¢ lu@,653 13,207
¢ 962 Y399 11, 173 65 - .28 - _36 ol -11;198 ©
o p 21963 'y o5 25 321 1,936 . 175 , 28 26 072 .
1964 #‘52355}. 15,070 . ¢*3ﬂ463 o e - dl 15o°99 R
m/ 1960-1964¢ © 16,629 133911 k2T ’i’69' | 7 056 14,080
" % of Total - (99 1) (99 9) - ~™{0.9)"(0.01) 100.0) (mo.o)
1965 2 9,687/ 9,10t 3,862 36,605 13, 549
& 1966 27 296 .11,L98- 9,197 li,281 36,493 . 15, m~
1967 - 26,836 9,987 1,00l yos 27,840 10,392
1968 36.428 -13;830 . 8,646 2,932  L45,07h. 16,762
© 1969 B6,9p1 28,553 '8,772" 3,167 75,673 ,31 720 :
| 1965-1969 36,993 13‘ 7,34 2,929 !th 17,640
x of Total (83 3.1 o (16.0) (16. 6) oo-o)~—(ma.o)
1970 - .22,935 9,253  7,896.2,956 30,831 ,209 .j
1971 . 13,950 © 5,02f = 9,723 .3, j091 23,673 87115
1972 .33,804 15,675 ° 7,834 2 ,830 ,m,-zaa .505 4
1978 k2,101 27,818 © 2,l2L -2, 178 - uu.sas ,996
1970-1973. - 28,220  1lLl2 ,‘6,9&"9-"%‘2,76 “35 189 --17,206 .
S 4 o‘f Total s (80 a) ‘ ‘f.g,/ _‘('19.‘8{ {16. ) (100.0) (100¢0} o
L, \ | o N : - o N
,‘- “~'~i. . 4_ " J/ - * L _t;
- Includes fresh, froz%, o.l'essed, anq canned pork.~ PR
e Sdu‘i'de- QStatisbics Canada, ( .es Cat-No- ] j

p Avetrages

ive=
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Percent
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Pfoduction
Net Inqmvts

1960
1961

- 1962;
1963
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1965
966~

1967
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TRUCK AND RAIL HOG SHIPMENTS INTO CALIFORNIA, BY mm‘ns,
1971 AND 1972 ‘ |

. ) J} T v
- Tr wek ~ Radi1l " Total
Month 971 1972 = 1971 1972 1971 1972 .
) A | ' . L "1 . } ) ' . ." ‘. v /‘
.Oool.ocvoooooo;oo 1000 head Oolon;‘.ovooo'oooa'ot'o ‘ &

7 129103 - 1o 110

5 98 101 T 107 106
1 127 118 135 125
6 126 111 - 132 M7
7 a2 o o9 o
5 113 107 L 119 f 11_2‘. ;.'
. | | |
5

8

2"

7

5

[
e

\" January
ebruary -
'rch Do - '//

\
~ April
i

Ce
e
-]
,m-—
/
{
: ya ’ .
, / - :
05/4;- ~ o0 @ v

Jul!'

%6 97 72 99

~

L

August ‘166 97 .A,\lg2 - 102 -
. Septemper 37 123 B2 126 90 g
., October 4 119 107 123 109 .+
& November 1% 1020 120 109
. _ December 5. \"\\\14§:\\ 75 - - 123 - 80

Totats 75 “ L353 1,20k 428 L2me

Source: California Department of Food and Agriculture, - \\

j) T Calééornia Livestock and Poultry Report ) ' \
: oA " (SaCremento: Crop and Livestock Reportlng Servlce, N
. 1972). . : S : S



~ TABLE D.2 ‘

: !

TRUCK AND RAIL HOG SHIPMENTS INTO CALIFORNIA, BY: STATES,
1971 AND 1972 . .

s

S X

T truex  Ret1 tera1
- State 1971 1972 1971 1972 1971 1972

e —— —~
esesecessesssesss 1000 head .,.....;....f.,
Arlzdéa e | 1 B -—- # 1
ldaho 5 '8 g--\-'-;- ) g ‘;?.8
Illnots % = & ' amm s ow

Iowa 13 13 | 3 221 156 234

Kansas ';- | I 4 ‘96:.w 7 ﬂ?.v971 ’f7;;
Missouri - - 511 32 - 511 .h33 ‘/ ’.
. . . \ ) ¢ . . /

™
Nebraska 4o = 27 603 479 643 506
voade | b o, |

Y apen ey LY 1Y
s

n

" Oregon L Cop
South ‘Dakota E
Utah - 3 9 R
Misc. . fh_' 3 | 1

! f_'_.:rota‘li‘s,_', - 75 66 ‘1"3% ‘1,20 1,428 1,270

R : ST - '

[

0

3

Y
1
-8
1
[
|

[

& Less fhan 500 head.;e ' P : ﬁ7

\ Spufce-f Califar“ '~De;nrtment of Food d{d Agrlcqlture,
© . Califor vesto kK and Poultry Report (Sacre- ‘
ervice, 1972).

. v..‘ ...V‘ d
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TABLE E.

DATA FOR THE ECONOMETRIC NDDEL

1973

' 166

_ “
T ’ B R NS
v Ewports T “EXports - EXports of . U.S.<Canadian
Week of Pork , of Pork 11 to 13 1b. ' Farm Price
'Ending- Products. Bellies Pork'Bellies I s_p’re.ad |
' . fcol. 1) (col.2) (col:3) - {col. )
o (owt) (ewt)- Y(cwt) ($/cwt)
. 6 1,029 . 632 1S w001,
13 1710 - 1,205 _‘.6287 393
. - 20 673 2 130.1 ' 3!&9 ‘
.~ - ar 1_965 , _1,293 C Th.6 - 2.28
Feb. 3 . 1,756 - 567 B7.1 - o 29
10 1,170 590 . 39.6° -o 6l
17 1,626 216 - B1.2 240
2 aso 23) 101.1 u.ou» a
Mar. 3. 1,929*° - 1,08Y '110.0 - 3.89
10 1, 916 ¢ 102l 123.5 2.93 .
17 3 - 1,235 - 130.7 2.8l .
2 2.883 . 1,228 . . 157.5 | 2.8
.31 4, 136 2 87u Wrdg~ 7+ 0.86 »
Apr. 7 - 3,036 816 127.1 . . 5.0l
Chelly 2,313 1,326 9.5 2.73
, 21 1,132 'sg8 - 111.5 < 2485
28 u,858__ - 3,336 397.7 2429
My § 2,622 1,105 . xou 9f - 2.50 .
B T B e 3.os> )
Jun. 2 4,556 1,620 = 5.16
PRI (S I ?ﬁé o Ex R
F "-ﬁieﬁ_fu:o 7 1,188 | »130'6 hf?sa; L
30 ° 71,375 . 241 119.6 _ S
Ju‘l_. 7.0 '3,372° 102 101.7 5 26_ o
2,149 ,.‘.255 111.7 3,06
.21 3,013 1,192 110.1 ¢ - L2000
28 3,081 68l 105.6 . 8.1 7



iﬁhﬁhsfsq}'(CQn;lnﬁed)*J'

G

_ Date HU el (ol

(éoig hiL;,

© auge 8 076 o oge1t 117.
- Ang 1“ 6, 979 . 583 974

429 i, 267 80.0

3, 22 i ,306 .. B1.3

24663 139.1

2,0 639 . 87.3
i'lnh%% ;. 588 Sg' B
1,33 192 . 61.l .
168

219 9.2

610 . ° 49.7
w602 . T8.8
788 72.1

266 - 100.1

236, . .6
168 %gQ‘,w
279 1 - 62.6

1
18 :
25 - o
1 h.,902 - g : . llll.-B . ‘.;: B . -1 76 :
A 1 039" el
22 ‘
29

C 0.0
2'-'-7 e -1 Q -

c2h3 7849
949 - 296.9 -

13.58 -

10.19

| 8 92.
8.05

2.31

-0.06
0.3l

a3

=1.54
=0. 1€
1.80

=077

.2.26
. -l.h.o

0.35
-2.13

v, -3.55 . . ’ .

-203 -

0. 61_

-
RERCUHR
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TABLE E.1 (Co@tinuqd‘) -

y e : S S Y
A A . ) . L . L ) . . . )
: ’ - ) ’ o ' . . ¢ - P : e . ) R ) '
AR '.;,’,g . . - RS - ) N )
. ", G4 . . . . . L4 .. . ¥y e
e - - . o - e 2 o L AN
Y . - . . e g -
I - " o w— e . o
’

" ".'_ ..o -‘ R o o 'y .. ."Q:‘,:. ,.olt .w‘\" .
' - . Csanpada-U.S, . -

v .. _Hog Gradings : Slaughter _Slaughter _ Wholesale. '
Week in Alberta & of Hogs' ~  .of Hoegs in. Price for -~ - "
Ending Saskatchewan in the U.S. California .11 to 13 Ib. % -

| AR ' Pork Bellles & ,-

: (col. 5)  glcol. 6)  (cols7) _ (col. 8)
* (1000 -hd) . = (*000 hd) = ('000 hd) ~  (c/1b) "

CA

AN

A .

. 23.0 .. b3
26,5 . 06 .
270 0B g
L27.3 T Jll0

T e
R
£
] ¢ & 8 o
WO @0 o EENN

M
RTINS
-

‘ v. 25.9 AT B .Io ‘._.,.‘v;
- g)202. v s . ’ 096 " :Q'a:.

-0
® & o [ ]

v W W v
W £
qqgﬁ-

D=~ N

C '
Mar. 3 59.7 1,524.9
10 h 32 7 1,5 > ¢ ) '
17 59.0 ~ 1,581,9 5.
2l . 57e1 1,595%9 NEL
31 - 59.0 11,353.8
Apro 77 = 60.3 L,h30.5
21 - 50. 1,%1.2 .
) 285'_; v62\:8 '.lg » hoa o
12 e, 861,22
19 - 58.9° 11261
26 . 0.0 K33
1 June 2 6301 112630,."’
9. 577 1,397.4
o 16 . 59.1 37T
23 56.1 " : 1,281.8 -
30 62,1 4 1,318.5° 7
Jule 7. %9-7, 1,016.0
ll,. I‘.‘ 61.2 1’155. 1
21 - 58.8 ~°1,037:0 °
28 ' 51’5 : 1903603 .
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T+ TABLE E.1 (Continued). -
. . “ . . - B i ;—:::.’ _'~ \v :_‘ '; y. .

v I‘R}. - -

CAgol. 8) C (cols 6) . (B0¥ST)  C (col. 8)

by
NP .

. 0y L .

T LB ¢ - M ’ » L4
. B . - d

PATEs ) S S E C e mere o c. Tourtio.
. B A - . - P T

£8
n )
o L
N RPN RN
O \n-gf'g#.-wgagp
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« L TABLE E.1 (Continued) r-;\"/’M R

’ . “ ! . ) » s L . “‘ O .‘,A"., \ ’ s “" . ' . )
co 5 Pork Bgly
-Total Pork ‘Pork Belly . Stocks,

Stocks,i . Stocks in » 12/down in Lo
, Alta.&QSask. “Alta. & ,Sask. Alta-&&ask. '

(90?10 10) (‘COI‘OLII) ; ‘COloaIZI

P

~

SR (-7 " (tooo lbs) T ooo ibs} 0 '('ooo lbs) e
Ly § ) ‘; Y
Jan. 6 },083.9 igBaz

an 13. 112 5 , )k aus. “ 490+ : ‘

20 .
.2 '-.. : 113 84.! 18)4. 7. g

. Feb. 3 ¢ M3 . % 5,508.0"
PR RS % S s'vae.u
| 17 p- 11 g - G2z
U TS LD , 2
s ‘frh .3 l17.67 -, TETdN0.
y -.:z’-t-.' ST 1190 . Y7 66,6 "
A7 19:3 g;BS 6 -
3 - 211- ‘ , 036

.'4. 120'5 . » - .
B 8,220 5 )
¢ UApresT 4. 12300 .77 8,459.7. .
s _ p 1L|. 122 T. ) ,8:70808 : . PR e i
,,3 21 12158 U 8,906.8, 7 R,
‘:.' ‘;&*“‘- * '0?"' ) ‘5120,9Hm;‘?-]' 9’,1520 ,'..' ~ -.: " -
.. 'May’ '5""?' 120,27 T T 9039.5 0 ki
ST 12 12007 ¢
;g 71219
26 | 122.0. .
Jun.2 - .122.3 -
T 12246
16 122,60
23 ' -127.8
S300 0 122.80 .
S Jula 7 - 122.8
T A - 122.8
- 21 - 133.3
28 - 153
U LAuge I “151.u
U1l T 15662 L
© .18 159.87. -
25, B3 iy

wo=3

- .t s w
=\ O
E VR

N DR®
‘% w W' %

- .

N oI N
oy OO NN

A\
RE

q .
& S
SN )

NN~~~

. /.: Lt

- R0 DS =
p ..
SWin O o0’ OVoWO

o e ::‘::“’

5

o

s

A .
. I

o e
s3:-
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. . '\»'M“""b ] R ‘ ) . . . : o
s -"":) '@!( .v . e * '.
. Ny 4 *’E .
“ e ‘TABLE E-l (Contlnyed) .
. pa‘t;e' [N ](col., 9) (col- 10) (col. l‘l) ' (cbl. 12)
~ )_4& : ﬁ ‘g _",;" ‘ fv ? P !
Sep. - 55,04 7.39710 ‘331'.0" _29"‘«
- ‘182.3 . v 2877 . 253.6%
q,me zsu 8 s . 2281

o '170 ’0
22.3

269.7 .
©330.6

Coni‘idenual }nduﬁ*ry Sources. N
Same. as Colun AL
gme as Colum’™%X. Con y A ‘
_Same as-Colum (1) :
uGanada Department of Agriculture, Canadav

aet

| Livestock and Meat Trade, rt. (ottawa:
- Do - "CDA, y ‘issues, T.
~ . Colum _(6,)- United States Department of ?i_:;ricultuf‘h;
o Livestogk, - Meat, Wool.(Washington, D.C.:
. - _USDA, ljvestock Div., Agricultural
' Market.ing Service weekly issues, _ 1973)
l Colum (7): Same as Colum (6§ » e
* . _Colym (8): Same as Colum (1). AR
S Colum (9): United States Department of Labor, '
I .- - Estimated Retail Food Prices By Cities
’ R S -’ - ° (Washington, D.C.: U.S. Department of -
-Labor,, Bux-eau ‘of Labor Statistics, 1973).- .
Colum (10) .Statistics Canada, Stocks of Frozen Meat
e - Products, Catj.No.BZ- Ot_tawa.‘
R Colum (11): Same as Colum (10)- R
a2/ Column (12) Same as Colum (10) R T

A,
N
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" APPENBIX F . ’ |
INDIVIDUALS ngEﬁVIEWED,ﬁgY‘CATBGORY _IN THREE REGIONS OF THE

4 4 PACIFIC QRTHWESTERN STATE‘S 1973 - , .
}3 — w'.j‘" :! .,4—-‘9: : rl“ ‘ _t' l‘.'. - .. %
' Category - Region A™. . R;g og . -Bgglon C#’ Total ,
S SRR S o S
- ! B - * i . T ! .' ‘n"’ o v 4, T .)m' . : ¢ ’
ﬂ'Pécﬁing Plaﬂ§,3 SR SR TG SRR R SR AR TREAN . S
Wholesaler S S ST P
A IS

~Retallef 5

. . .hv N l_, i, L; P A
Y o
"2 . % RERI- )
‘ Q - = L B .
Broker

~Cold-Storag'g - S

: : ':- . }.._"; L . v ) Lo B
{ Can e o, oo . B
\Iotal ﬂ»?w ° S "6-.... RN 28*. :
‘@' SR .:‘0"" ‘ I ‘ . '
- Lo e : )
S L

) Northern California., |
S 2Southern Calffornia.

'

3 Idaho, Oregon, and Washington.

. -« . A
. . .
g 9 .
BT A

’

) R . - .Y -
\ L] N . N '. T . . ;

LX 4 ' (; 8 ‘. . L . -

. . - . »
’ -~ R
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Definitions for fiﬂ.s engaged in slanghtering,

h '

proceSSing, and distribd’inq neat prqducts are as follows-.\

Ltooa) Brokers: Act only as repreSen qtives of

% . "0 . their clients.’ ,They do not purchase . R

“%:v - 7. products, but . sell théir servi eaii?r a .

- ®s' . fee" or commission ¥ate to their "/? .
principals. A few.arrange for storage a ,
of peat, pending sale or distribygtion, o
conpleting the selling érrangenents, and o <
‘collect from purchasers.-;~: _ . ~

. \ ‘ ‘P Y "l‘u " ’

S B) ueatpacking' Referg:to a conbination of ,

‘iﬁdn " wholesale slaughtqzépg and proceSSing -

! : operations. - . Tt

) .Processor: Refers to a nonslaughteriig
manufacturer. of prepared heat itels.

da)- ﬂholesaler. A firn engaged in the buying
apad selling of megjy rather than. B
- . p essing. llthough ‘
. most engage inJgas Locessing, they are |
igad “distributing meat -

to retailers.." S
X g ‘
)~ -Fabricatory A~firm ‘Whio speCializes in’
Tt pre)aration of whe&esale or retail
cuts. - o

Pl ——‘.\' ‘ : s .
£) v Jobber- A firn that specializes BOTE in .
sales to small réfhil store outletsL

g) . Retailer- A firn or merchant niddlenan , : ]
" who is engaged primarily’ inggglling ' :
: ultinaté consuners.f'#

e
2l

. h) -Cold S rage- A firm fgét reﬁik cooler

. and freezer ‘space. Some firndl prov vde &, " . v
i ) jlikpand - delivery ser ice for t r ‘
- SN ientelea - Lo S
: : I o ¢ .

. ¢ ) . . .
These definitions'are”baSed"on those given ins

- ng.F.Rilliams and T.T.Stout, Econo_;gs of the L Livestock-ueat ;1 -
Industry (New York: The MacMillan Co., 1971): T.N. Becknan, o0
W.R,Davidson, and W.W.Talarzyk, Barketing: (New’ York: The

Ronald Press Co., 1973); R.L.Kohls and‘-¥. D./Downey,' ~
-uarketing of Agriculture Prodgcts (uew !ork- The uacuillan v

Y
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~ APPENDIX G

Ry . ', } ' T Y . hl 3
A . . e & . . L X
" . .;l ) \\ o } E ‘
sxx'n-rrvr Houns TO CALIPORNIA S
N . . ) Y
The purpose of this section is to famlllarlze .the '-/‘-

- \

reader with the operatlon of a 'nan behlnd the scene!.

*

Often his role in narketlng is. assuned to be rontlne, Hlth ) l -
N d .é"' .

;llttle glory or acknovledgenent for. conQ&etr%g/a sziler's

serving

connltmehts. \l had the opportunrty of personally .
the ph751cal dlstrlbutlon of Alberta neat prodncts 1nto

" T g
a; ;yplcal trnp that a meat

Callfornla. This then,.docunent
‘t#ansportet faces when:distribu
. & -

Bl S ) - e
/ APOlnt of La . _q

“. ‘ 1 “ R .

A trucklng flrm recerves shlpplng requests at thelr : .

.Edmonton offlce. Once a load is f111ed--38 000 to uo 000 oo
N N AT
- . F 4 . ©

pounds——a plckup Sllp is q}ven to a driver. . \

. o : : i Lo '<? w Wij -
L The 1ver loads ﬂlrectly fron a packlng plant shlpplng g .

dock and/or fron puBllc coolerﬂand freezer warehouses.' LT e
v e
Mixed loads nay require 'stops at ‘more than one plant. R

-«
A . S . e SPE
. . 4

S

SRR} meat is’ pfﬁ%ed qP.cardbeard boxes llned wlth broun.;_”'

ot

~

"wrapping’ paper. Boxes are. stanped, 1nd1cat1ng ueight and R

contents. ﬁ,uhlte sticker on a box corner cect1f1es
. r _ PR e
Canadlan neat 1nspect10n. S T LN

N
v : . . . . . .
PR . . B
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, .,"'f %
g

ST 3.
. N ?

W‘ﬁ uorbeley and/or Jdbsen custom brgkers. Thelr funct;ons are
J’ ¢ |

wcuston brq;ers.

i St W q9g 7
DT [;-ff{jﬂﬂs_fr‘. C '
. o f’ e b i""&. (
P L . o . IR A A
m&ﬁ? ‘iBoxes are stacked in cdld storage-o&-wooden pallets to.
%
;Q,,‘ease handllng. A forklift places thé pullets on rollers 1n
"\ -
R the trallen box, where drivers redlstrlbute then'accordlng
to transport regulatlons. The o. S. Transport Connlssion
stlpulates that a. balanced load per axle is reqnlred 0 '
w7§‘ * '
o ‘Canadlan regulatlons only spec1fy gross velgﬁ%e :
. @ - .
v i R .\,"'f‘,"-" u \’A _’ » P 4
-, : b o . S
- Point of Entry .
oo : e A
United.. States custom off1c1als request to

M

drlver's pass-pard before the traller ik parkedk.

e
' border

c'lear:anciib Three trlps are alloviiﬁyeiore

P
2n SN
\ o \' A
; entrance card is issued.. vl e T
. R
w 0t e
g0

~

At Sweeggrass, uontana,‘Ioad.contents are cleared with
1.

Conplete port of eﬁtry form 1nd1cat1ng nuibe .
doad pleces, velght, value, taraff 1ten ilnber. and LB
',_A.v &

- ¥
. 2
1

&

‘ anouht" of duty. If»t&ep}oad 1s n1Xed, a form is

.!.. v bl
completed for each packer.

Pay U s. duty on- 1nported goods. fh the case of }'- ’
meat producns,,Canadlan packlng fxrns relnburse the)‘ .
4 'fa' : :g‘i:'f : h:'”:g>f* )
Post honds vlth U. 5. customs,.. hedglng their AU
conpetence. All érrors are.payable agalnst/rhls
,:‘kﬁl bond.,f' o ~. o ;

hd

.‘ L,
4 ... . ’
!

s s

A

A fee--nsually ten to ttenty dollars per entry--ls charged



e B | |
for this service.
: .o,

.
-~ v

LA
Dl
Y

!anifésts are inspected and stanped by a U S. customs -

officer, and trailer doors are‘sealed vith ‘tin tags (Sinilar
to big.gane tags). ‘

T

 U.S.D.A. ueat,lnsPection

|
Truck seals are broken by u. s D.A. inspectors before
the trailer is backed into the inspection dbck.

)

The .
manifests .are checked and the nnnber of boxes regnireqpfor

1nspection are 1n~dicated Pifteen boxes were Qnspected fron/

I
ﬁ? (snouts, earsqytailsp short hocks, side bacon, be1LY'sk1ns,

. “ ’
‘a uO 000 pound shipnent of picnics.‘wheraas g%r nlxed load

H

: R
and salted sow back bacon) required.three to 51x bonhs frot\ .
each category. o ;T; , >;£ R - '~' ‘ \aﬂ
C i A e P ' R
The driver (s)  or lui“Eris) forn g walking aisie in the o
&
cenger of the trallen, exp051ng all hoxes for'a&U s D.A.
\L;' health inspection stamp of appgoval
,'0- — .
b e . -

L2

. 'I X
[ S LR

Boxes that were selected at randon fron the load are\
A}

. l‘ ‘
opened amd 1nspécted fd} root hairs, nea¢ bruising and

N
-

“'bbsdhre areas.

discoloring, and for evidence of pathological disease. a
Hater 1s/poured over the neat cuts, renov1ng frost that nay
/

.‘.-
;.
7

v

sliceﬂ erovac bf\on 1s also inspected.

'Severai packaées are veighed, with.an[average weight taken
to ensure quality cbl!rol hy Canad an firns.

’
-*
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-\.

. Lll boxes are stalped by-qﬁ%her drivers or the U s D.A.u_‘_f

) 1nspector after health Epecificatfbn approval . we sta:pgﬁ

L

‘our &oad 51nce three trucks (dock capaéity) were beznq i?ﬁ

] Il ";T". .
. ins ected 51nultdneonsly. L Do e ST T

4

e, - @ o ' T ‘
- N Blke the U S. cggton brokers. u.S. D A.‘leat 1nspect1 c

’ at. Great Palls has additaonal ts ing - costs.. whese‘are: . B
o ‘ .

. - Ly S B C ‘
o DR $~30 00 g_ e T e

S e e K

v D o --g“O‘.:m‘.A L ’ T, " : ) !I'A

I I S

: T Tsee L

:f; Iv) Qﬁkﬂls D.n.\leax inspectqr - 33;1&&($9i@&}hr;ifu

] . . B . ) ,',.. 4
pre T $138.198 o 0 et

Thls COst 1s eg ak‘tp 0&3u5 cents ﬁ&flpound for a ao OQO

. . . ;{ ‘ L e Lo o
' pound load. s, ’ ‘ro,f,ﬁ“;f~ L S
. i - g - A . A ~a ° N .
. » . . L

Sy ’ . e . o : . . vy, g, e o
e T L e ¢ 4. e T T R
4[' Transpozzztlon Route to Californla L e {f
o Y m.' . N o .ej' ;7*7w: SR
4 » . ) .. { * - - ﬁ ‘.tl
hqiv:°ks loadlng in Aib%rta and Saskatchewad’cross thqa ) v
.border at Coutxs-5veetgrass and proceed to qreat~FalLs hf :.5

e antana for neat 1nspectnbn.,f L i<'fT4 AR '<_¢~u;a Ly
' > D - ! , - > Y FR ]
. . ~1""» o ; . . ; : . - . ~. o : A _.’ . . .‘. g

[ P ’ q’.’.'.'.-' B '.." “.' A .

_ _ ‘The truck route from Gfeat Ealls to Oakland. Gallfornla

- went as follows- Helena wh;tphall, and p;llon (ﬂontana) to .. =

. ? -,f
Anerlcan Palls (fﬁaho) to*iells' Reno, and Boontovn (Nevada)

* '. - .‘,’,‘

to Sacnenento and Oakland (Callfornla).b . ET ﬁ '“I;F

\ RRE . - -



N - - : . , ’ & R . : \
' The drivers stay at the I.ondon ittoﬂge in Oakland a a L

.

qi, ' park thelr un.xts on .a. side street one bleck fno- the &:lipe
Bl 4 4 ' . . -

. smtIODO’ N . < BN : - . - R o o .

T .. : (F3

s X B T O S

. L =y ' ~ . Lo S
?'. e e é’ ime Doaulentationi A ‘
. ) ‘—-‘: ﬁ" v . -”“:; ) (v.‘_ . . . ;" . :. . . . :.-. t
R o Activity . .. . \ S . Howrs .~ %

. " HMeat 1oa.ding?“ U L R & I

Egnonton-u S. border at

by Eorder cross:.ng \ RS Y 1.5
' £outts to quat Fa11~s @; o S . / ) 2.5 L :
Great Palls meat 1nspectlon . o "-—,,? . v f3'.5 5 '-‘.v
- @ oLt C e s Ll

Grle;t Falls to Dlllon T e . R - T i

‘ulon to ner.tcanﬁ’alis. Idaho ] U 1o e L Fe
/ A I PRSP )
. Mer;can Falls to Boontovn, Nevada "6 7 A el a0 \,@

o

\».‘. ot . 4 Lt - . 3

, Bbg&tovn to @akland Californ:.a \ R 5.5 i L
Oakland dellverles R ¥

., 1 . . 7 ». "-’n‘ . . R c. ‘ _\‘\“_.
Lay ‘over . (meals, fgel, ;-;est) R 1’15‘1[5 AT
PR e ‘#._\.u_wpﬁ;ﬁi“ B TR
M . . Loy S V. Y ) . [FE S P
“-' 2 ! . » v 1 ;‘J“- * . K ’ ' .-" ‘.t R " ,_.p' :A
o : - . I - . N ) . ¢ c - . ‘.' » -: ‘A" ‘.. . ..“‘ ‘
T,_otqvl i 4 aE 65- O hg‘gtq

LT .
s SR B,

;‘_. Because thi’s ttfp ,too)( place p-n a 7)3

..(

4 \

"a’s extended.'v Norlalil,y. ja truck wlth ‘twom“ /

. - Jroe S

drlvers vould xake forty-elght hour?,, and a s:.ngle dr:.v ) of

would take s:thy hours.;'_;.., /~ F ) =_Q/'

! ° 3 !
o 4 " i . - |
. . . S |
o T e BV by AR . e .
P - 5 - t . - -
e . s . » (R t I}
b . N .

. - I\ . Ve P ; PR S
.o \‘ . SN T S
A . s L A - . . e . ..
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Perishable fruits and vegetables are regular back haul
conlodities'fro- california, vith an occasional load of
Mexican Téquila. Trailers are loaded in approximately 1.5

L3

hours, Jith»Edlonton deliveries 42 hours later.

Summary Comments T
The physical handliﬁg of meat boxes is éicessivé. V.
Cardboarﬁ boxes containing mixed loads are dirty (wvalked on)
and torn at destination ‘because of a failure to synchronlze
loadlng vith californian deliveries. The problem of tqrn.‘.
and brokén boxes and physical handling of meat proddCts
‘could be liniliged-vith the U.S.D.A. meat inspection being
conductéd at point of lading. = Purthermore, a centralizéd
storagé facility where minor cuts from paciing plants can be
isolated for eﬁse of handling is recommended. ShiplenES of
palletized meat should.also be considered to minimise

physical handling and to ease distribution of *Canadian meat

products«
L

This section would ndf;be complete if I failed Eo .
_mention the truck drivers who complete Schednle& deliveries.
The job they db~i§vconiendabie; one that requires long hours
oh éhg road'aﬁd a genial dedication to boih their fig and -
-;ustbner satisfaction; ‘I am ipdebted to these gentielen for

alloving me the privilege of spending sixty¥five hours with

then. R - e



