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MARKETING BOARDS AND PRICING IN CANADA

Introduction

There is an increasing concern regarding the mechanisms and practices
of price determination in agricultue. The objecti&e of this set of papers is
to delve deeper into these problems in relation to the causes, the results
and the possible alternative solutions. The purpose of this particular paper
is to look more clpsely at one of the organizational and institutional approaches
adopted in Canada. Marketing boards have grown extensively in Canada beginning
slowly as far back as 1929, and continuing with steédy gréwth until the 1960's.
In the last decade, the growth has been much more rapid.1 This growth has
culminated in national marketing board 1¢gislation.2 More national and pro-

vincial developments can be expected in the near future.

Because of the current significance of marketing boards in the marketing
of agricultural products in Canada, the objective of thispaper is to review
and anélyze the role of thes marketing boards in price determination and
pricing of farm products. In so doing, I will comment on the extent to which
Boards determine or influence prices. Finally, I will try to pro§ide‘a very

preliminary assessment of the impact of these boards in regard to price.
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Background

¢

There are a sﬁfficient number of features related to fhe organization
and'bperation‘of marketing boards in Canada to require the presentation of
some backgroﬁnd information. The specific nature, organization, andbprocedures
‘of each board - and there are currently more than 80* ~ is related to its
commodityAand the problems of its commodity, the relevant provincial or‘national
‘legislation, including when that legislation was initiated or'revised, the
position of the commodity in Canadian an& world agriculture and so forth. Thus
both the thedry behind the desire to establishvboards and the actual evolution

3
becomes relevant.

The first step is to be clear on the definition, powers and objectives
of.marketing béards (or marketing commissions).4 -

"A marketing board can be defined as a compulsory, horizontal marketing
ofganization for primaryjznd processed natural products operating under authority
delegated by the govenrment..  The compulsory feature means that all farms pro-
ducing a given product in a specified region are compelled by law to adhere to
the regulations of a marketing.plan. The horizontal apsect means that marketing
boards function over the output of all farms participating in the particular
marketing scheme, énd that they aggregate the supply from all the farms up to
a chosen or pefmitted level. Goverﬁment authority through 1egislati§n is

essential to achieve the required compulsion. The power of the boards utilizing

this authority is generally wide enough to affect the form, time and place of

-
This number is purely agricultural boards and commissions, and omitting Pulpwood
- and Oyster boards and after the consolidation of the Quebec manufacturing milk

boards.
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and directly or indirectly, the prices. It is clear that this is a powerful
and far-reaching type of market'organizatibn and that society takes a very

- _ L . . . 5
significant step when it gives these powers to one group in the economy."

What are the objectives of such a powerful institution? I have defined
them elsewhere as: -

(a) to maintain or increase the incomes of the producers of the
particular product; '

(b) to stabilize income from the sales of the product;
, 6
(c) to standardize the terms of sale of the product.
This last objective has also been put in a wider context - "to equalize market

, ; . . I ) ) . i & F ) 7
opportunities or market returns as between different producers.”

Now a brief word about the organizational and‘iegal background. Agri-
culture is a shared resﬁonsibility BetWeen the ten Provincial Govermments and
the Federal Govefnment under the British North America Act, 1867. All the
érovinCes have some forﬁ of legislation which sets up a provinéial marketing
board or council. The Federal Government established a National Farm Products
Marketing Council in 1971. These boards or councils have the authority to
establish (or recomménd to Ministers to establish) commodity marketing boards
within the province or nationally with particular powers and each with a speci-
fic marketing plahvor scheme. ane a commodity board is invoperation, the
role of the prévincial board (or council) is to supervise the commbdity board.
The diverse nature of Canadian agriculturé and politics has resulﬁed‘iﬁ a wide
divergence of powers given to commodity boards and a differing approach to

supervision. Hence, it becomes almost impossible to summarize on a nation—

wide basis the current philosophical approach to boards and their operation.
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Price Determination

With'this background int%Oduction, we ean enter the feal discussion of
the paper. The determination of the priceé of farm prqdects has a host of prob-
lems related to it.8 As witness to this, our profession abounds in articles,
bulletins, texts and reviews on this subject. A somewhat o§ersimplified state-
ment of the problem is that the market mechanism for farm products is full of
inefficieﬁcies. The basie difficulty is that for most commodities in agriculture
there are many sellers and only a few buyers. In addition, there is frequently
lack of knowledge or insufficient knowledge on the part of individual farmers
and’of groups of sellers of the particular demand and supply situetion. These
cohditions‘aﬁply both at specific times of decision-making in the short-run
regarding sales by farmers and for the longer-run decisions of productioh

alternatives and the production mix.

These concerns have been some of the prime reasons for the search for
different procedures in the market place and for merketing boafds to have
acquired such a large role inmarketing in Canada. However, it is not the only
reason - increased bargaining strength of farmers as a group has elso been very
important - and this leads to other objectives than simply overcoming inefficien-
cies in the market place. Nevértheleés, in order to develop the analysis of
the marketing boards in price determination and pricing, it is necessary to look
thoroughly at the range of actions taken by boards under the various marketing
pians.' Such an analyeis should provide not only an insight into the workings
of the boards in the market place, but more particularly should give an indica-

tion of just what powers and procedures the boards have with fegard to price.
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Analysis of Powers and Procedures

In the ligﬁt of the long list of boards and thé wide range and yariation
in poﬁers and proceddres, a comprehensive analysis was made of all the boards
éperating under p:ovincial jurisdiction iﬁ Canada.* A major criterion deter-
mining the type of procedures is the nature éf the commodity itself.: Thué
the initital step was to place all boards into one of ten commodity groups. With

a few rather arbitrary classifications, the result is as follows: -

Commodity Group No. of Boards Comment
Grains » 6 Exéluding Canédian Wheat Board
Sheep, Wool, Cattle : 4 Exciuding‘Canadian Sheep Council
Hogs
Dairy o 15 ' Including Provincial Milk Commissions
: - but excluding Canadian Dairy Commission
Eggs 11 Excluding Natiomal Egg Marketiﬁg Agency
Broilers v ' 8 o
Turkeys v : 5
Fruit 11
Vegetablés 16
Tobacco and Honey 6

At first giance this list would appear to encompas§ most of Canadian
agriculture. Howeﬁer, the large concentration is in poultry (including eggs,
broilers and turkeys) and dairy where every provincé with any significant
production is covered. For hogs there are boards in most of the major hog-
producing provinceé. In other livestock, there are actually very féw marketing

boards. For grains, the Canadian Wheat Board is responsible for sales of

At the present time, there are three agricultural marketing boards operating
- under Federal jurisdiction - the Canadian Wheat Board, Canadian Dairy Commission
and the national Egg Marketing Board. These are analyzed separately.
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prairie Wheat, oats, and barley, and for movement but not sales of rapeseed, |
flaxseed and rye as well. Thus grain marketing boards are confined to Ontario

and to intra—provincial trading within Manitoba and Alberta.

The rest of the boards cover a wide collection of commodities mainly

fruits and vegetables.

Specific Powers and Procedures

Within each of these commodity groups, the specific péwers and procedures
were separated out to give an indication of the extent of the control'éf each
board. A preliminary detailed analysis for each commodity group is giveﬁ invten
appendix tables attached to this paper. Powers and procedures have been grouped
un&er fourteen headings. Each heading is on action having some effect on price.

An explanation of each heading is given in Appendix Table II.

In this analysis there is, however, an addifional difficulty. Once
the marketing Board is brought into existence, it constitutes a new institution
in the marketing system and often this occurs in such a way as to break down
price into separate parts. First, rather than a market price, in'many instances
there is a producer price and a market price. Second, two-price systems -often
develop such that sales to a preferred outlet sell at a higher price and to
tﬁe less preferred outlet at a lower price. With or without boards, prices
differ for sales for fresh and for processed consumption but when a &ifferent
board handles each type of sale, the prices are determined in a more distinct

fashion.
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Price determination in the Canadian context, as in agriculture else-
where, is complex. In this paper the attempt is.beiﬁg made to review the totality
of marketing bdards but emphasis has had to be placed on the provincial nature
of most of these boards. It is also true that sections of Canadian agriculture
are either developed or organized on a provincial basis. Thus the question of
price determination becomes‘ohe of local or provincial prices. However, the
regional and national price situation cannot be ignored when Canadian produc-
tion and marketing is involved or when national marketing organizations‘exist.
To haridle this problem it is necessary to consider a basic national or regional
price and its determination and then separately thé actual price received by
individual producers or specified groups of producers and the determinafion ofi

this price.

_Some Comments on the Influence of Boards on Price

The grouping together of the marketing boards and the analysis of their
procedures leads to a few general comments. They are necessarily very summary
in nature and do nét‘reflect specific actions of individual boards. There is
a scale in descending order of the strength of the powers of the boards and
their influence on price. At the top of the list are the fluid milk boards or
commissions* which directly fix price and establish marketing quotas for avgiven
bmilkshéd, The actions and regulations of the Milk Boards determine the price
to producers for all milk delivered to the fluid market (excess over this goes
into the manufacturing market at a lower price). This price is paid by whole-

salers and affects closely the consumer price. In most recent years changes in

Strictly, these commissions are not in the same context as marketing boards
as they are set up under separate legislation and are not under the general
provincial marketing board legislation. ’
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these prices have been determined by supply and the factors affectiﬁg supply,
especially inflation in input costs. To the extent that fluid milk quotas cén
be bought and éold and.that prices‘for quotas have been riéing in the past
~decade, milk boards and commissions have had a fairly strong influence on

price and kept margins high.

The next group is poultry products - eggs, Broiieré and turkeys. In
every case, the boards can set minimum sale prices by pro&ﬁcers and mérketing
quotas;9 Since their establishment over the last decade, (manyvvery recently)
they have raised prices by using‘restrictivé sale quotas. -Poultry products
flow relatively freely in international trade and this puts distince limits
on the extent to which commodity boards can acfually determine price. An
added éspect is the high degree of vertical integration in this industry making

priée formation for the product very difficult to discover.

In a special class is the Ontario Flue-Cured Tobacco Marketing Board.
This board has powerful production quotas, large auction market, grading and
stéragé facilities and price negotiating activities. On the face of it, its
price determining powers are considerable., 1In practice, Ontario prices have
seldom departed from the world market prices which are determined by a wide
range of supply, demand and exﬁort.subsidy situations especially those in the

United States.

Another major group of boards negotiates price with the major buyers -

often very few in number and sometimes just one processing plant. The estab-

*
This is an increasingly important problem in Canadian agrlculture which

warrants separate study.
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lishment‘ofvthese boards has ensured that every producer feceives the same’
price, that quality standards are fair and uniform, and that delivery arrange-
mentsvéfe not érbitrary. vHoWever, the buyers generally détérmine volumes and
thus if:producers press for higher prices, buyers take lowerAvolUmeén Those
boards which cover more than one market outlet, i.e. fresh and processing and/or
domestic and export have greater bpportunity to influence prices and a chance

to defermine them. While these general comments can be made, major analyses

are needed to determine the extent to WhicH these boards specifically influence

and establish price.

In the remainihg commodities, the-actiVities essentially-amqunt to
organizétion of markets, e.g. hogvboard tele-type systems, Ontario Fresh Fruit
Board, Alberta Feed Grain Commission and the promotion of product and market

‘development, e.g. Alberta Cattle Commission, Alberta Sheep and Wool Commission,

many fruit and vegetable boards.

Some Specific Examgleslo

Following the above generalizations, a few examples of specific boards

and their pricing operations illustrate the above general comments.

In British Columbia, where almost all the milk pro&uced in the province
is consumed in the fluid market, a formula is used to price this milk. The
formula includes a number of demand variables but is largely‘dependent upon the
farm costs of production. Buyers of fluidbmilk must péy the price caléulated
according to this formula, thus the British Columbia Milk Boardbdetermines the

price fo fluid milk in that province.
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In Ontario, where'a major ﬁart of the milk produced eriters the industrial
market, a dual systeﬁ.of pricing is used. All fluid milk is based on a pricing
formula but while producer costs of production aré looked at closely, consumer
considerations are also taken into account. For industrial milk, prices are
determined in regard to féderal support levels and prices in other provincial
markets. These tWé sets of prices are pooled to producers. Buyers of milk for
different uses in Ontario must pay the prices determined by the Ontario Milk
Marketing Baord but outside influences including federal support subsidies

and the world market supply and demand affect these prices strongly.

The Ontario Flue-Cured Tobacco Growers Marketing Board has wide powers.
including ability to fix minimum prices for tﬁe sale of its tobacco. The board
annuallj negotiates'With processors and buyers a minimﬁm.price‘that the board
feels the ptoducar'must receive to cover his costs. A close study of Canadian
and American tobacco prices shdws that Canadian prices, in fact, follow the
trends of thevUnitéd”States price very closely. Canadian prices seem therefore

to be almost solely determined by the United States market. .

A large quantity of tree fruits (apples, pears, Cherfies, peaches, plums,
apricots) is grown.annually in fhe Okanagén and adjacent valleys of central
British Célumbia énd the British Columbia Fruit Board was one of the first mar—
'keting boards in Canada. The marketing of the fruit, other than that from
roadside stands, is in thé hands of the single-desk selling agency, Britiéh.
Columbia Tfee Fruits. Rather than price fixing, B.C. Tree Fruits sets a price
which will sell fruit-in the market. Prices éannot be forced on the market for
fruit because.cqnsﬁmers can turq to another source of supply énd buy at a lower
price. "Apples, which keep very well, can be taken off the market until a later

time when the price set can be achieved. With cherries, the marketing season
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~is wvery short and fhebprice must be set right at the beginning because the
price.will change ve%y little over the short Season; If the price is set too
high, the fruit will not sell.and if‘too.low, it will not offset produqtion
costs. Thus, while the Fruit Baord and the selling égency‘has wide pOWersvand
extensive gontroi over the packing, storége, processihg an& movement of the
fruit, for the most part, fruit prices are set according to demand andvthe:

general fruit and food supply situation.

Not Egg.

2
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Summary and Conclusions

This reﬁiew of the large number and wide range of ﬁarketing boards in
Canada ﬁas analyzed the procedures to determine br influence price. Some
tentative conclusiéns can be reached. Fir3t5 the operétion of marketing bqards
has ensured that farmers receive equal treatment at the hands of buyers and
that often pooling means that all farmers get the same price through the
season. Second, a few boards, largely those handling‘fluid milk determine
prices. Third, another group, eépecially the poultry group have a major influence
on price levels but this is limited by interﬁational trade flows and prices and
demand for and supply of other foods. Fourth, there is anqther group of
boards that negotiate prices with'buyers but it is difficult to discover the
extent to which these boards influgnce the pfoducer pfice béybnd the basic
supply and demand situation or expectations of the situation at the tiﬁe of
the negotiations.b Fifth, there is a large number of boards that havé, iﬁ‘é
variety of ways, improve& the organization of the market and thus improved
price determination énd/or prices received by individual producers. 8Six, there

is a final group that influences price through promotion and market development.

Of course, these comments on price are not mutually exclusive and a few
boards have practiced several of these steps. Finally, in attempting to esta-
bliéh these tentative comments on pricing bybmarketing boards in Canada, no
reflections are .intended on the value, efficiency or'success of these boards,

. . s . . . . 12
particularly in relation to the attainment of the objectives of marketing boards.
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APPENDIX TABLE 4

1) Pooling: The board can pool all the proceeds from sales so that each
producer receives the same average price after adjustments
for such items as grade.

2) Consumer or Wholesale Price: The board has the power to set wholesale
or consumer prices or both.

3) Producer Prices: The board has the power to set min and/or max or
‘ fixed producer prices.
Fx - Fixed; Max. = Maximum:; Min. - Minimum

4) TFormula; Negotiation; Price Fixing: The board uses one of the
following means of setting a price
F - Formula N - Negotlatlon Fx = Price fixing.

5) " Quotas: The board has power to set marketing and/or production quotas
for every producer.

6) Licensing: The board has power to require licensing of growers,
producers, processors or dealers, or any other person
involved in any way with the marketing process.

7) Seizure and Disposal: The board has the power to seize and dispose of
) any product marketed contrary to board orders.

8) Regulate Interprovincial and Export Trade: The board has the power
(delegated by the federal
government) to regulate
interprovinecial and export
trade.

9) Import Control - packaging: The board has control over imports in that
it prescribes the type of package to be

used.

10) Purchase and/or Sell: The board hasvthe power to purchase and/or sell the
regulated product as it sees fit.

11) Market Information: The board supplies market information to producers
and any other interested persons.

12) Market Development - Domestic: The board develops new domestic markets.
13) Market Development - Export: The board develops new export markets.

14) Promotion: The board can undertake promotion of the regulated product.
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