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fiffeet of Teïe',,ype J¿ucbåon ori Hog pu"åee Va-råa'bion

in the Shorf lìr:n

Chang*ffiei Lu.
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Ï: Ì'[a¡tj"toba, a voJ-',rnl,ary te]etype selIång sysi;em vras ån*

troduced j"n 1965, r,¡åtl: a våev¡ t.o inereasång the eompei:ltåveness

of the pr$-e:!.ng mechanåsm and t!:ereby i-ncreaeång retu::ns to prw*

dueersu Due i;ç Lhe highl¡' eompetåfive serlång meehænåsm for hogs,

tï:e a:renage hog pråae ha,s beer¡ raj-sed" ae*ordång ,re> Èhe f$.ncli"ngs

o'f oLher researeh projeets. Hor'rÕver, the pråce of hogs ån ssuïes

by Èele{¡pe ås rnueh nmre varåæbte ühen those by pråvate treaüy*

frri"ø study ås undertaken tr¡ anaryze the behavåor of hog pråees

vrå bhån the day and betv¡een days i.n sares by teletype anci by

pr"åvate treaty to dei,e:mine ihe effect of ter-etype auei:j.on on

p::fee vari.abion ån 'ehe short runn &. further objeetåve ås to

esl,i-maLe the effeet of di"ffer"ent prÍce paÐterns on prod.ueer

åncomes*

Three compard-sons ?{ere made fu this study, narneþ, (i_)

prS"vabe brea|y f"n WizxiÍpeg i n 1964. es eompared. røei;þ l,elotype

aue|åon Ln Lg67 ån the maroe rierket,; (2) prir.ai;e LreaLy in liùnon-

ton i-n 1967 as eompared wåth teLelype auctåcn in 196Z in tJinn-ipeg;

(3) Atrec{" seles in 1967 in 'v'rtfurn:ïpeg as compared r+iüh beletype

aueti-on ån the så,ine market end birne peråod* sinee there was oiely

Õne repÕrted pråee for each day ån l.nlinnipeg Ln Lg6L a¡rd ån Bdr.mon¿on



l-v

1n 1967, ål "",ras essumed tha| lhe in'trra*day pr"ice pabLern forbhese

markets is hsr"isontalu The major comparisons in items (f) en¿ (z)

are based on da-il-y åverage ¡rrices" The price of hogs sol_d d.irecL

bo packing plants in ÏüÍrini-peg in i-967 rras almost invariably the

everege prÍce established by teJ-etype* Therefore, Lhe clraracteris'l,ics

of day-to-day and week*to-r'¡eek pråce pat|erns are afunost j-den'Lical

for teJ-etype au-c'tion and dírect sgåes,

TLre magnitude of price range w'íthån the day forbeteby.pe

varåed. from a lotr' of T\þ/cvrt,- bo a hågh of more bhen trço doil-ars*

Over hal"f of the time on every day of the i,¡eek during

3-967 u more than 5Oii, af saåes occu¡"red at an advaJrce in p:rice over

the previous så,1-e* A.dvance in pi:ice durin.g the day is lhe most

cofltrnrn pm,tbern* 'Ilro l-ov¡est price of tÏre day al-most invarS-ab1-y

oceurred af; the first s&ïe€ The pr"i.ce patbern r,,,tthin lhe day iypÍ*

call-y had an up,rarcl trend,

1'en dÍslinctive inÈra-day price patterns rrere ol:served*

A.bout 90',4 of i,he market days were characteriued by a price pattern

rdri,ch began at a reJ-a'bively l-ow l-eveL erid incï"eased, frspeciafLy

dorainant r'ras Lhe increasing príce pattern, a rise in price of

20É or more without, sn íntervening Õr subsequ-ent, clectine of that

amourr1,, occurred. on 37?[ of a]-i- ma::kefl dåys" The nexr mos6 rommon

pattern v¡as the single peak Lype, ê.ecou-r'iting for Z5/. af the mar*

ket days during L967"

PrÍce changes of l-ess than 25é betr+een days occurred on

87',4 of aJ-Ì" days in l'rinn5-peg in L96& ancl on ?5% of al,i- days i-n



EC¡nonton in 1967, but on arf-.y lçZ'Ã of all days forbele'bype auctåon"

Å príce rarige of more then.;ij1"0C per" cr^rb. did. not c;eeur ai, all, ån

private treaty eales ån trüiiuulpeg Èn 196& and i"a Edrnonton ån T967,

but dld oceur IAf. of ihe tinre in tetetype. åbou.i tl.¡o*Èhår<l.s of

bhe tirne thero î,rrås no cha:rge ån prÍce betv¡een days in pråvaLe

treal.y but thås condi'bion heJ-d" only 5% at the birne on i;e-l_e|ypeu

Ihe price '¡ras relativel-y rlgj.d and r.myesponsÍve to ehanges J-n

suppJ,y condj.LÍons ín privaLe treaLy så]'es"

l.hrder teletype aueti-on, the priee jcerLge during 'çhe vreek

usueåI-y exceecieel- JOþlewr-, 'rfnåLe i,he i¡¡eek}y p¡-ice range "øas usually

less thæn joþ/ev:r+", Ln'przvaLe 'c,reai,y, lhe rnssb .frequenL r,leekl-¡r

pri-ee patfern af hogø sold" by teletype br&s one in r,¡hich pråees

iended to declíne and rjhen recover* 'lfiis patj,ern oecr¿r'red. 7ztÃ *i
the tíme, However, ån prívate treaty eaJ.es, pr{.ces tencied 'r,o de*

elåne durång Lhe week abouL as f:"equently as ühey tendecl to increase"

ï'b is apparenb from these ru.eå,sures that, pråces fLuci;ual,e

mür€ freqrxently and ruridely ån teJ-eþpe auebíon thari in private

treaty sä"les bofh on an f-¡rtra-day and an inber'-day basis" Conse*

quentlyu producere face en uncertainty sÍtuaLion i'¿ith regard to

ihe pråce rçcoirrod for hogs thr'ough i,he ileJ-eL¡"pe øystern*
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C¡I-APTER T

il.JTRODTJCTTO}J

he sysiem of livestock marke'ting is compie-x and dynanic

and has undergone a graduaJ- a:rd continuous Bl:ocess of change since

the livestock indu-str¡r ry¿s esüablished ìn the prairie regiono The

changing paitern in ihe producbíon, rnarke|ing, pr"ocessing and dis*
fril'rfinn rrhÊopo of livestock and l_ivestock producbs in Cånada

cåu-se considerable controvers{ as.to the best cou_rse to follow in
Lhe interests of the incÌusi,;:y, serreral- provinces and. severa]. seg*

menÌ;s of the various links of i.he produ-ct'îon, ma,rke-bing, processíng

sfid distribution chain s,re exper"Írneniing ïrith differenL nefhods

of marketíng f-ivesl,ock to cope wiíh the crranging pa'uterns of our

båme "

I* ÐEVEIÐPtF;tr,iT OF IiOG f¡LARKET]NG ïr] }IANTTCIBA¿

'l''lith the growLh of" lírresi;ock rrol_i:fls, i;he establishrnen,¿ of

iarge mea'L packing plants in ms"jor centers and- the expansion of

u-rban and e:çort ouilets for western livestock, ùhe ¡:ra.rkefing sys-i;en

became more central-ized- The l,Tarril,oba Governr.rent, recognizing the

naorl Ên¡ *n ^*o^ prLbl.ic centra]. market w"ith facii_ities to p::omo.r,ev v.r r er a-j-

cornpeLiöive buyÍ:rg ancl sel-l-ing of livestocke passed- an Aci, incor-

"ì*The revie'nr of bhe devel-opmenl, of hog rnarkeLing in I'tfanitoba
in i,his secti-on is .orimaril¡r ¿.ut* fr"om i;he submissions io the Special-
commiiLee on Livesiock Mlarkei;ing in l.{a:ritoba by Dr'. A, '[.ü. ]Jood (Þrof"
in Dept" of JLgricultural Economj-cs, IJniversity of l4aniioba.ie lviånitobå
Fool, Elevai;ors, ihe l4an.itoba Farmers Unj-on ancl the LdínnipeE Lives.Lock'Íi'.'^l-' a- -aJävr¿QtÁl-v ø



îlora.l,ing The Public l,larkets, r,imiied in 191-1" The union stock ).ard,

St," Boniface, v{ä,s opened on Augus'u 1l+, l-913. I! l.ras and sNi-l-j_ is
jointly o'¡trr.?d by ùhe C" I'J" R, afld the C, P" R"" It has extensive faci*

lities and prorrÌ-des servj-ces necessarlr to the markebÍng of livestock
'trut does not engage in buying and seTl-ing.

Subsequent fo the establishing of the open markeN ab the

ilnion Stock Yards, Si* Bonifå.cee a nreel,ing of ::epresentaLives of

all- interesis inrrol-ved in the buying and selling of livestock r¡m.s

held on sept, 3rd, 191-&, for the pu.rpose of discussing ihe advisa*

bilit¡' of organizi.ng an Bxchange" The ifi:rnipeg Livestock Exchange

r'as organ-ized in Octoberu l-91å- among corun:lssion frrms, ordeL: buyers"

packer bqyers and others doing business at the Yards, It r.o:as a volrrr-

iary organizaiì on vfnich 1..fÐ.s set, up to establish and maintain rul es

e.nd regulations with respecf to bu¡¡ing and sell-ing acLiviLÍes in the

Union Stock Yards*

Ðu"ring lhe first i;wo decådes of Nhis cenLury all- hogs were

soïd on a l-ive weighi basÍs, counbry d.rovers eiiher purchasecl hogs

on fheir offn åccou,nt for' ::esal-e or del-ivered. hogs to a conmission

firm al private mä.rkeis. For this senrice lhey vrere paid a certain

percenfage of Lhe seil-ing price or coll-ected a se1, fee per head as

a con¡:ission. The dror¡er bu¡tng sysbem rnras LecÌinical]-y eff:'-cient

since it per.nr-iNt,ed the drover fo speci_alire in bu¡ring ancL se]-ling

and n:inim-ize -t'he 'r,inre requi-red for proclucers fo market their hogs"

But it r^¡as not economically efficient because there rva.s inadequate

krot'rledge regarding the qu.ality of l-ivesLock, marke-b condiiions end



't¡¡-no.cìnino sl<'i11. between ì.he d.ror¡er åtnd the producer." Ali,hough---- 1-_ - -

coÍlpetition anong drovers t j"g-ht limi't excessive profÍfs accruing

to Lhem, it did noi, ensu-re equä,lly good returns to aål producêrse

Tn L922, live gradi-ng oí hogs vras established- as part, of

å. na{:ion-"",.iide progran to inpro-re the qiraliLy of bacon hogs. In

A934, carcass grå.ding (ca.J-led raiS- grading) l.ras ins'¿itul,ed as a

ñâçhe nf jmr¡pnr¡ìna lrqnn'¡ hne nrrq"i i *" 1-" *i"i¡- {-ha n-nrìrr¡ar nfl:lç4¡Iù vJ ¿ll+Jrvvr¡Ió rJé,UvIf l¡vó qu,rr,ÌruJ uJ ËrvJllë; ullv }JlUut¿uçJ UI

top grade hogs a'preríLi-un return in the rnarket for his efforts.

From W3l+ to l-9¿t0, be,con hogs v'rere soJ-cl on eibher n ïirrp nr,''ìohf.

Ðr carcass gråde basis at Lhe opLion of Lhe produ-cer" Ïn l-940,

i;he federal govertrmente by Or'der*in Council, ru.J-ed Lha', al-1- hogs

shoui-d be sol-d on a carcass or rail grêded k¡asis oni-y. Under fhis

regulatrione ål-l- hogs (excepì; ihose soldr to l-ocal- bu-Nchers) ha<L

i;o be sl-a.u.ghtered Íir å goverrurLent inspecied packing pI-ant, prior

to ihe grâde being establ-ished, and, in Lhe case of direc-L d-eli*

r¡erj-es -i,o packing plan'r,s, before Nhe tolal- price lqas dei,ermined-

The gr.acting of al-l- hogs ma.rketed ihrough the differenl" channels

became coÌTlpu,lsory and each farmei' .received a staiement of his

r^n- -..n.lne The *,,'l-l i ^-+-ì ^q ^{, *tro n,,i no nf ïronnll hOgS af SgVefA]-rfuÈ; óa GlLvÈ 6 rr¿v ¡ruu!+vq e-LvÁr v.l urrv yr lvv u,L uaUV

æinls, boge',,her wiih a Ì<nor^rledge of gi:ade requ-irenents and :-nar-

keting cosLs, enåbled farmers to compare fhe return obtaj-nabl-e

for their hogs on differenl markets" Such a sibuaLion made it

unnecessary for the farmer to direc b his hogs i;o i;he ceniral-

stockyards" This v¡as one oÍ 'r,he.importanf fac'Lors in the 6roiarLh

of the direci markeling of hogs, Techirical innova.'bions, su-ch as



inproverneni, of i,he r.roior iru-ck, Lhe concrebc highiuay and raciio,

broughL aboui; the decen'çra.LízaLion of l-ivesl,ock marketing. 'l-hese

changes also made dii:ecL delivery of _l-ives'iocit io plants ä. fes,-

sibi-e al+,ernaLive i;o consigning hogs lo cornnd-ssion agents l-ocaterj

in stockyÐ,rds 
"

0n Lhe other hand, the packing compånies aitempted i;o

operai;e a,L an efficient I'olurne in order io keep clor^m the pt"o*

cessing e.ost, per unii becau-se of Lheir ÍÍxed. costs" As å. con-

sequences a. packer nÍ-ghf påy s, lrlorihr¡ùile bonus to lruckers io

ind.u.ce ihern to del-i"ver farrneres hogs dir.ecl,l_y i;o the pla,r:t in

orderto secu.re the desireC volume of hogs vd-ihoui openl¡' bid"ding

up the price of hogs in bh.e public markeL"

Tire rna.jor considerations I_eading to ihe irend- iovmrci Nhe

dj-rect marketing cf hogs appeared Lo be (1) savings in cont¿i-ssion

fees, yardage and other charges involved in using the pu-b3_ic iûår*

kei; (2) adciitional speed å.nd convenience in direct seiJ-i-ng; and-

(3) ttre efforbs of packing cornpani-es 'uo ind-uce iruckers Lo ship

lii¡estock direcl:ly 1,o Lhe plants ùo procur"e sufficr"en'i, volune

fon nr,e-nÊiinø nt, an efficient capacit¡r; a_nd. (4) tire inùroducl,ion-*--Ò *

af cornpu-Lsor:y rail- grading for. hogs,z

From Table ï, j.N can be obser\¡ed bhat 1,her"e ?ras a sirong
'i,endcncy for l,he proporì;ion oí hogs sold dir.ect to pa.ckers" This

shift has 'l¡een especiall_y pronounced- sj-nce Igt+O, Tn L96+u åIrpro*

f3

Jl o lÀJe luooo e ^n 
ni* n Qvvé v4vo c v6 fø



:ri¡"gt.eì-rr QOî2, arf hnao a{- T.fqnifnì.a 6¡--i aìn r.;¿:np .hinnerì rìire-{-"1 rr
^41:-auv¿J 

/v.r v: r¡vöÈ vl I'tdJ4uVUo vj J_ò¿tr tdv.! ç È:lt]JþUu \r_¿I çv vfJ,

+ ^ *^ ^r-"ç * ^ ^'1 ^--ibo pacrr-rig,Fu-arrús, 'â.s compa:red r,rith 16,-% of hogs sold direcì;

in L922" After L965, the lel etype selling systent having bcen

establ.ished, the propor'lion of hogs sol-d direcl to packing

pi-ants r,ras su"bslani;ially red-ucea*

ïn l.{aniloba, thcre wcT'c onl}r ir'ro l',raj-n tïari(el,ing out-

l-ets for livestock, í"e", direci to the packers v¡here prìces

t{Íere negotiated bet"-v¡een the packer' ånd the farmer or the trucker,

nn :r nn.ïrr:¡l-.i=¡ t.nr..ir" ì-.qei-" *'nr{ .ì-i.nani. l-.n *.he nrr}r'lin eln¡þr¡qr.¡lvrr. e rvl ¿! e uv vt çavJ vaùìù 9 cfiru UIL sU U U\,r ullu jJL{UI.!U 5 UUUifJd,L-Lf

'¿vhere l-ivestock oLher" i;han hogs rlrere sol-d by public åLtci,ion,

Bur,, aål of the hogs in l'íaniloba Ïrere sold on ihe prluå.te ireaty.

basis" The::e were L1"ro cj.iffereni, x,.ray$ of handl_ing hogs shipned

to the public markete i"eu, (f) hogs'r¡Íûr.€ corr$igneci to one of

the conrmission fír.rns and wii;houi being unJ-oaded, 1^¡ere redirecied

rr¡necli-aùe1)' Lo a packing pla.ni on the basís of pi:ior årrangeinenis

between i,he comnd-ssion fi:r¡n and å, packer; (U) irogs were un].oåd-ed

in fhe sfocþa.rds ånd subsequentl¡r ss1¿ by priuaie treat¡'" l.fost

of the hogs pu-rchased at the stocþards r¡ñere sold to l-ocel^ bu,tchers,

smaller slaughLering and processìng planls and local r¡¡hol-esål-ers*

Some vrere purchåsed bJ' local order bqyers foi' firrns in Eastern
2

f;anä.då",- This hog narkeiing systen preväi]ed" r:rrtil !-ebruary L965"

a
'Se1ected Cornmitl,ee of the i,egislaLive Assernbly of

Iåvestock i,Tarketigg ip lknllqþ-a(tfinniþegr Queen?s Prinier",
ffi-r:æLJb4)e pouun

!r@t¿ uvUOg



TÁBLE T

PERCM'JT"åGE OF HOGS OF T.{Å1{ÏTOBÂ ORTGTN DI'LIVEREI] TÛ STOGKYÅRD
étüD DIRECT T0 pÂCKmìS, l_922*Lg67x
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ì'-"\922-I92t data wer"e obtained- frôm Â¡ì¡qeJ. IftafJ<_q! "Eç_q_:-ry;
L926-T961+, data i.¡ere obt"åined frÕm nepqi! o¡ Ciop à-1¿-f,ivesLoek.
T'faniboba Depariment of A.gricul.ture G*r ch""gðîo Yea:rbffiffi'
,&.gr:icuJ.Nure) ç

3-965*T967, ciab¿ it"ere tro{,&.ined" dårecù}y fyorn the 4¡g_qeå _Ilçpq_r_Þof ihe Marul-l"oba. 1{og 1{arketíng Commiseion arld i¿ represent +,he
peresnÈage Õf hogs so)-d by teT-ei:ype and by d-ireet såJ.es in the
yee"r e:ûded in March of tÌ-re foJSow'ång yeåï,.
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ln 1965, the iuianiioba Hog ifu.rkebing Comrission "r"rå.s esie*

bl-i"shed, since that tine, i;he conriission has had responsibiJ-ii¿'

underLhe Natural- Frodu"cts i¡lariceiing Aci; to ad.núnister L:egula'tions

r"ri-th respect to 'Lhe marketing of hogs in 'Lhe province of l.{anÍ boba"

The majoi: funclion of lhe conirnission is io prorride Nhe mechanisn

ancl. facil.i'¿ies lo operate a ÍulJ-y competil,ive hog r,Êrkei; Ín ord.er

to maxiraize returns 'bo producers, The furÌ;her objecl,ives are to

assisl in the development of the sr¡nne industry in i''I¿nitol¡a apc

provide mor:e ex-Lensi.¡c narkef inÍormation io proCucer""¿u

The Comni ssion conducis clay*io*day tel_ei;rpe operations

.for a perÍ"od of '',hree hours per da;r (10:00 A"IL,I, to l-2:OO noon

anrr 1:OO P"i,i" to 2:OO P,li")" .{'t 1,he present fi-me, tcn processor"s

åre conÍecied *r,o ihe sal-es circuii having buying inachines locaied-

in i;he'ì r or,rn p1-anbs, In s"dclition, cne order" buying machine is

l-ocaNed in fhe office of the ComirÉssion.

Forrr i;ypes of sa,l-es are in use, i-uc"y (f) tn¿ividual con*

signment assembl-ed into sale size l_ots of appro,ximaiely 60-80

head.; (ùrtOn tru.ckttê:rd.rtOn iruck en Roube"sales; (3) trOn Car

en Routet? såles; and (4) :-irei^reighi; aucbion "-* stags, soï^rse boars

and feeder hogs" i'l-le tren Rou'Letr iype of ma.rke-r,ing å,ppe&rs tc be

ver¡' popuJ-ar* The producer or his Pu.i:tic servj-ce vehicre trucker

Ì s required to call bhe St" Boniface office of the Com¡nission r:es*

kl'i* B. l.iunro,
f - g, 1.9-68-69'uÊnçer

l4aniioba ïnstiLute of

rTThe liog i.Íarkeiing Comn-ission, It Proc€çlLlngEi_
PrEsr'-am QeJ'ieq aq r-larheline (I^iinnipeg:
Agrologisis, 1966) 

"



pecting'¿he nu-rdoer of hogs on bhe loao and ihe iine of arrival"

ïï " Lï'IEP,¿.ILIìI R-11-/ïtr¡,1

Effg,ct .qn P,S,FioOAl. ftice Leve-ls qf $ellins lloss þE Te.Jely¡lq"

9þ_jeç!i.V-çq: The na'ïn purpose of ihe ne"med urojeci was 'bo

e.nalyze inter-market price differeniials betr¡een Toronto and l,üin*

nipeg prior .bo and subsequent io the introduction of ihe feletype

selling rnechanism to debennine the effect of the teletype s}'stem

on ihe level of hog pi:ices"

[V*q.,hg.Etg¡ fhe :elcbype äuciion r¡,rå.s ]1oìre conpei;i'rìvc in

bi.dding for hogs ihan was the lrao,iLional- priva,r,e treaty mechanism.

'-fhe packers l..rer"e indu-ced [o bid nore asgrcssively for hogs anci

*lro-ofana In now higher pfiCeS tO p1.OdUCerS"vvt¿9,4,

'I_hep¡gLicAl þas:is : Sa,muelson?s spati al equilibriurn model

Þôcñêôf.i¡o nr-i^o difference Ín Sp¿ce ttaS emplOyed a"nd Was modífiedr vuyvv

for 'uhe speci fic problen in that s'budy" Tne modified spatial equi-

librium rnodel declared that the hog price spread equåJ-l-ed the su¡r

of the me&t transportation cost between markets and the effect of

ihe iele i,;rpe system on hog prices,

Fnpi.AicAJ. e¡a,lysje: Tn 1,ha1, stu.d,v, -r,he mon'¿hly ar'd lreekly

Grade Á" dressecl hog price spr:ead" 'oett¡een Toronio and l.,Iinnipeg

a/Tl.; Ärv¿u o"T.
L-h¡, F. Lu-e ltllffeci on Regional Price levels of Sel-ling Flogs

'oy Te1et;'pe"(Unpublisheci l'lasLeres ihesis, -LJniversi.',,;r s¡ l.fanitoba,
hlinnipeg, 1968),



du-ring the periocl from Decernber, 1958 to June 1968 I'ras used" !'or

Èha nrri'mca ¡r Nhe anal;'sis the price serÍes ïIere divided infc

i,hree peiiods, i"€*, period I (before Lelei;ype); per,iod" II (tete*

iype operated ìn Ontario only)t ånd period IIT (teletype operated

in boíh Ontario and. l4enitoba).

T\'ro approaches lo,-ere ernployed- in bhe anal-¡'sÍs, i,e", (1)

1,he actual and ihe expected price spread- in each period were tesied

by Student*b t,est; a.nd (2) the frequency d.istribution of the net

price spread wås exarained b'y lhe Sign*tesb, Regarding ihe expecbed

price spread in each period: in period T, the prj-ce spreåds ",¡¡ere

expected 1,o be equ.al- fo T"C.(Ì;ransportation costs); in neriod II,

the price spreads wet-e expected f;o "ne greater than T.C"å in per"iod

ïTT iho n-¡i^^ Spreå,C,S.',^trere eXpeCbed lO be eqUa]- l,O T,C*" T'he5e¿¿À g vq qÇlJ

hypotheses ?rere accept;ed b)' l*tesi. Consi.dering 1,he freqr.renc;' dls-

ùribuLion of ihe net prjce spread (ttpS): in period. I and TII, the

number of positive I'JPS end negative I'JPS r"rere expected 1,o be the

säme; in period ïï, the number of posiiive NFS v¡as e,\pected to be

rnore than ihaf of negalivesso Th,ese hypotheses rlrere accepted by

Sign*íest"

Ç_oqc].qgj_94: From Nhe evidence obtained" above, it wä.s con-

ciudedt,hat the i;e-LoLype seÏ-I.ing syslem. both in Tor"onio and in

Winnipeg had a significani effect on hog pr.ices, Based on the

vreek1y hog prices, af'l,ei: te]-eLype, Nhe price received b¡r proclucers

Írom fhc sale oí hogs vras inc:"eased by fíft¡' cenNs ]:er cvd,. or

eighfy-one cents per heacl" Subi:raciing lhe adcii'bionaJ- teletype
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operatrång cosf,e the net, inc¡:emenN in the hog price '¡¡as estima.tei

to be l+6.5 cenr,s and 55^5 cenLs pet" head in Ontario and in l,lani*

tcba respectiveJ-yo The iotal- neí inc::ement tc hog producers woul-d

be approxi.mately liå112ü01000 and $3OOTOOO per year in Onùario ancj

in Manitoba, respective'Iy,

4q Ec_o¡ron!ç 4nal-yst€ of lhS le]-g|y+e ilos Uackp-liH Sys-t-q¡n iB
rÌ

Uan+tsÞE Qens"üa'

Qþiçc,iige_: The purtr]ose of the str.rdy rm.s Lo d.escrj.be in

frl1-1 fhe teleb¡l¡e aucbion, t;o expl-aj.n how iN operaÌ;ed and to eva*

luafe ibe teï,efype s;'sLeir ::egar.d.ing ii,s physical- efficicncy and.

*-.ï^-ì-^ af+'i^iannr¡ Tho fa---a* n.q,S COnSidereCl f,rfiih f,eSpeCi; tOls/r ¿v+raõ v! r.!vÀvr¡vJ ó !¡¿v rvr:rrvr t¡s9 uvrrùIuçt- çl¿ tïI

such aspecis as speed,, cosl, conrrenience and equiùabil-ity; the

l-aiter was concerned r,ribh bhe deternination of market priee and

l,he effect on market per"formåncee

Sye_q!þe.qiË: ïi l+as hypothesized ürat the tel_et;ype system

had improveci bo'bh the physical- a.ncl ihe pricing ei'ficiencies of

hog marketing in ltenii;oba, specificaì-T-y, ib r.ias hypobhesized i,hat,

competibion had been Íncreased in the markei si_nce lhe ini,roduc-

tion of Lhe l,e1eLype seJ-ïíng system,

rt
'J. C" lofe: ttÂn Economic É"n?lysis of Nhe Teletype llog

}'farketing System Ín Manftoba Cane.datt(Unpublished llaste"ts tneãi*,
Ûniversi'Ly of i¡frsconsin, I"Iadison, lp68),
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4¡r,c- -vþiq-ëå qq3¡gqe a+4 .q"e-çq,1 !q¡

(1) Ihe effecì; of fhe ûeì etype s;¡s|em on pricing effici eilc¡r 1n¡¿t

eva!ua'¿ed by comparing the aver"&,ge regional ¡:rice difference-*

the average vreekly price di.fference beficreen Toronto and 'urlirnipeg

d.ecreaseci by iiO.59 per cv¡t. frorn fhe J*year period prior to lhe

teletype ùo the Z*yeax period r'¡ilh the telel,ype system" For Lhe

same pe::iod, the everâge røeekJ.y pr:ice diffe¡rence beLv¡çen Winn-Ípeg

and EclrnonLon increased by,iil"55 per cvlt"' This evi-dence subsban*

tiaied i:he hypo'Lhesj-s that compe Lil;ion in fhe marke'i, had increased

a¡rd 1,hai ê, more efficienN pri-ci"ng nechanisrn did exist"

{a) ¿nalf'sis of churges in pr:i.ce -l.evel- and respcns'ir¡eness Lo suppîy

** 'fhe r"egÌ-onal pr"ice difference befi*een markets i.,ra,s exËressecl as

a function o-f rel-abive supply charrges betr,ueen markebs, price level

of hop;s ancl a dumnr,y variabl-e i',¡n:-ch represenfed ihe cffect, of the

marketing system" The model v¡as ma|hemaLically e:,lpressed as foJJowse

P *a +aD +bX +bS +bY +b,S +U
ii o ïoí"1 oit Loit 2it, 3l-iii

Toihere i= period l- (prior bo the íntroducLi-on ol fe3"etype sys'bem

lncludi-ng 159 r'¡eeks)

* period, 2 (after beJ-ei¡rye, including J-02 r.çeeks frorn l{arch,

1"e65)

P* clifference in avef'â.ge weekl;r pr'ì,ce between markets for

Gred.e B hog carc&ss È

X* rel-al,ive supplys represented ì:y raiío of veeekÏ-y suppl-y in

Lhe smal-1er markel, i;o t,he larger markeL ín fcrnis of hog

carcasses graded-'
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Y= price ier¿el of hogs represented by tr:ri ce of Grad"e B

cårcass in Toronto"

U= random disbu-rbance termo

D . 
* l_ rfien i*2 and u ero when i*l

^+

S..,* X,r,¡hen å*Z and zero when i=l
vl, u

S*,= Y, when i=2 ancl øero ¡n/nen i*lJ],I,

The regressj-on equai;Íon cbhained- for the tñ.nnipeg*Toronto price

diffe::ence l.ras:

P. * *2u756 + i_,639 Dut * *1"778 K, + 9"41"3 %, 
+ 0,1-20 yt * o.l-ru- ,Slt

(t:rs.tio) {r.r} {?-y} ß"j} ß,5} {*¿*,i)

tt-Z* ö "j,16

The regression equabion for ihe winnipeg*Edrnonton price aÍfference

1.¡AS:

P* = ^3"829 + 8,007 D + 7-,997 x, -6"50 s + 0,120 T' *O.l_12 SLof

{t ratio) (&,1} ß.2) (*j.j) (z,e) {-z"z}
nZ * 0"1+23

Lhe síg'nificance of 'the coeflicient of s",_, indi.cated that
'Lhe price level. in irlínnipeg had been changed rela1;ive tc ToronLo

and !"d.monNon" And the 1,esi of the regression coefficienl, of so,

indicated t hat the degree of response of ifirx.iipeg price to suppl_y

c-h.anges had increasod signi,fiican-bl-y after the introd,u"ction of
-r,eletype" The cornbined. resur-rs of 'bhe analysås of príce dif-ference
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for both regions ofíered inpressj.ye eviclence Lhat bhe 'lrüinnipeg

hog price l-evcl had'increased rel-al,j"ve to Lhe oihe:: Nr"¡o marke¿s"

Toronùo and Edmonton. sim1l-arJ-y, the I,^fuiuipeg pri ce r*as slgnifi*
cånbl y more responsive Lo suppi-y changes und.er the nev¿ marke L'i ng

syafenr. ït .'"¡as concl-uded that i;he introclucNion of tire telei;ype

sysi,em in Ma¡riÌ;oba had a favorable effecN on the pricing effi*
ciency of i;he hog market,

(3)nrrectonprofÌtearnedbybuyers**Tlreretioofihecostof.

ì;he re.r¡¿ meri;eriaf , 3-ive hogs, bo the price of Lhe producN (whole*

seJ-e price of pork) r,rhen oi;he:i: facùors coets l,/ere åsslmecl ì;o chanse

pr"opcriiona]-Iy or to be consNa¡rb beLr.æen bfinrnpeg ,9;ird Toro¡rlo v¡as

used to er"al_ual,e changes in compebítíon due i,o the change in Ltre

market'ing sysi,em. The resuJ-ts ind.icated l,ha'¿ conrpe|iLÍon hacl lteen

affecl,ed, in the tr'rtinnipeg m,arket because of the Iov¡er profíi, earned.

by processorso

(4) Eva]-uation of bhe matrke|ing s;ys'bem r"especLing Fh),sica_], effi_cj ency

-* l{ifh respect to physicaå efficiencye the new marketing sysbern

appeared to be superìor to the olcl cenLral markeb r"¡hen eval-u-atecl

on Lhe basås of speed, convenience, cost and equitabil-iLy"

ïfï. PROBLffi'L/iTIC STTU.ÂTION

ltos L proclu.cer gror"rps felt tha.t proclucers r.¡ere å,t a disacj._

variiege in the bar"gaining process by idnich prices for J_i_vestock

'aere esbabi-ished" TÄ¡i1rh Lhe reducLion of voS.urne on i:he stockyard.,

farrners began to fear thaf compeLition rças insu.fficienL to çnsure
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fa.ir prices, Tn i,he di-recì: r,rethoci of marketÍng, prices ï¡terÐ nego-

tiaíed in a l-ess comFeiiiive environrnen'b since ihe:"e î.{as onå}r one

buyer presenf and the seller ï¿as usuarly less r,¡erl_ inforrned then

I;he buyer artd I sss skíl-l-ed in price negofiai;ion" The i'ianitoba

Farmersv Union had er¡en si,ated thal, uthe rai). gracing of hogs

al-nosi compretely eliminated Nhe hog producer?s bargaining Irower
Hin l,lanitoba*f?" ]he el-fminai;ion of the hog produceres barga-i-ning

polreilr"¡ouid presumably resu.l| j.n a l-ower averåge nri-ce to produ-

cers i'or hogs,

0n ihe oiher hånd, "wiih the 1,rend toward direct rnarketing,

the smalj- p::ocessing p)-ants were åci-r¡erse]-¡r affecied by Lhe chan*

nel-l-ing oÍ" hogs ro the ma.joi: processorso ihe smal-ï Íinns in securing

theiL: suppl-ies clependecì. enbirel-y on hogs offered for sal-e at" the

publ-íc markeü, 'Ihe large processÕrs boughi, fer^r hogs ai the publÍc

market" ïn oiher tords, 1,he major bq)rers of hogs procured a lai:ge

part of their suppl-ies 'i.rriLhouf di::ec i, compeü-Live bidclíng againsi

other processors, consequentl-y, thís '""¡ould resulí in a l-oi+er &verage

price than v¡ould be obtained if aJT sal-es wer.e made ihr.orrgh ê. nre*

chanism which l^,rculd perldt all buJ'ers io bicl on atl loLs sold"

under beletype, each lof of hogs is sinur-ira,neousl-y offered

to arl- ¡ofential bqyers each of vfton has an eq.ual opporiunity io

become the highesi bidder. simpl¡' by being the firsù No pr.ess ihe

ol'Íanitobe. Farrners ünì on, Suppiç¡lgntgrg¡¿ Ðrågj tp thq Spe-cie}
dBgiç}_atiye Co_rnp;it_ÞFg"Ël.r¡qrugÊ -Lj.vestock l..farJ<e'r,ins iq ]aaniboba -
(trtinnipeg, Dec. \, L96L), p.ó"
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highesb 'bidder" Increasing the degree of compeùifion &nrorrg p¿¿ckers

has resulled in a highe:r åver"åge pri ce to hog producers accordi-ng

to the resul-ts of oi,her research projects d-iscussed above*

fn a.ddii;ion, after Lhe iniroduction of ùe]-etype, the p::ices

paÍd io produ-cers for markel,ing hogs have i:een constantJ-y changing.

In general-, prices paid for hogs at any market on an¡i d4y depend,.

largely on the volume o11 hogs being ofÍered for sal-e a¡d i;he de*

måfld i:Õr bhese hogs" Because ciemand fo:: hogs v-aries r",ri1,h tirne and

the qu-aniity of hogs avaílable al.so changes in the diíferenb ti¡ne

pcriods, pri-ces io producers åre su-bject io frequenN changes,

Four' lypes oí changes ihat' are di.fferenL in tirning ano in lhe ne*

ture of 1,he force causing ì,hem are (t) fong run treird-; (2) cycll-ca-L

veFiê,tfoni (3) seasonal v¿¡i¿Lion; (i+) shor"l run f]-ucLuations"

Þlosi si,udi-es of hog prr.ices in the past have focr:.sed on

seasonå-l- or clrclica-L change. Relatively lit,ile ati;ention has been

given l,o an analysis of shorL run fluctu¿tion, such as day*to-day

or saJe*to*sa-ïe r¡ar"iation. Tn facf, Lhe chara.cieristícs of short

ru:r var"iai,ion r¡¡ou^ïd be very impor'l,an| to bhe producerss decision

regarding t,he time a:rd mebhod of marketing hogs" If the price

variation cluring the day or: betrn¡een days r'rere -Large, 1,he procÌuceï?s

income v"iou-l-d be afÍected by {,he i;inring of the sale" }!or example, a

diffe¡'ence of trtrr dol].ar.s per cr+t," "woul-d mea.Tl ti320 on a load of

hogs l.:eighing 1610û0 pounds" This sum, if 1-osi by a price drop,

coul-d represent a substantj-a,1 cut in the neL refurn to
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the Ëroducersc For tlie individ'¿el íar.mer il núghi, mean fhe clif-

ference betvreen a profit and a loss"

Underi;eleiype, L,,he char.acrerisi;ics of short rulp::ice

r,'ariation are quiùe differeni from those received under privai;e

i;reaty, ilecause of Lhe impori;ant effecL of price behavj_or in Lhe

short run on producer decision making, an analysis rfias undertaken

of this 'phenomenon.

TV. OBJECTTVE ÅND SCÐPE OT THT] STUDY

ithe rnain objecbive of this sl,u_<ly is to enalyze Lhe beha*

vior"of hog pr'íces vd-i,hin i,he cl*y ancl be'r,r,¡een days in saï_es by

ielebype and by alLernative selling methods Lo tj.eterrnine l,he effecr,

of l,eietype seïl-ing on priee varia.tioyr ån the shor{, run, å f.ur"iher

objecLir.e is bo esiimete bhe efÍeci of different Þrice paiter"ns

on producer j-ncomeg 
"

å. highty compel,itive markei, v,'here the su-pp3_y is variab)-e

and the demand is not highly elasùic is likeJ-y to be characterized

by considerable pr"ice var'ÍaLion" Therefore, if is hypoLhesized Lhai;

hog pri ces flucl-uaLe more f.requenbJ-y årtd widety in sales by teletype

lhan j-n sales by pr"ivate trealy,

Ììor' fhe purpose of tlre shorb ru:r price anaJysís, the daå1y

hog price and pråces for åndividual se.les r'rere obtainecl from ùhe

Manitoba FIog Markeiing Comm-lssion for" the period ot Lg6'1, prices

for indj-vidual så}es cluring the day are noL available for privaLe

l,reaby sal-es but clairy hog prices ?.rere available for" private -r,r"eaty
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sal-es ì:o|h i.n }änntpeg 'rn Lg6lv and in Edmonion in l-967" 1-he data,

v¡ere obtåined fron Lhe tr'Iinnipeg Free Fr.ess and- Nhe trklmonLon

a
Journal"' Th.e price seríes for 1-964 r".¡as chosen for prirrate ireatJ/

sååes in l,Iinnipeg (1) because of bhe sÍm:iJ-ariLy of se&.sonaJ. price

patiern irr 1964 e¡rd 1967 (see Fígu-i:e I); å-nd (A) for ihe Furîpose

of corrparison betr"æen g:rivai:e ineaty and Leleiype aucii on in dif*

ferent periods, it is desi-r"abl-e to sel-ect periods as close Nogether

as possible and l-964 i'ras the las i, year Ín irhicir eål- saïes i"ære T:y

private 'l,rea'by" 'Ie]-eLype sell-ing r'ras introduced in 1965, Since

that firner Frice advenced sharply untå[ February 'L966, a¡rd fhen

regisì:ered. a sr"tbsl,anfåaJ. decline for the res-b of 3-966, é.s a conse*

{Tuence, Lhe seasonal, price paiierns in Nhese t',"ro yeetrs r*ere somernlhaÌ,

alypicaå"

Three kinds of comparison are made in Nhis study, ioe.,

(l-) private ireaiy j-n t964 in Winnipeg ås compared r'rith ieletype

aucl,ion in l-967 i.n Lhe same ma::kei:; (e) privai,e treaiy in Edmoni,on

in l-967 å"s comp&red -r,.rit'h 1,e1-etype auction in lúirinípeg in the same

year'å aì-ìd (3) direcf saJ.es j"n l-96? in lfinnipeg ås compared v¡ith

telei;ype auctíon in the same market and Lime peråod" It is impor*

Lanb to note fhat the prices of hogs soLd dír'ect 'Lo packing plants

in tdinnipeg in \96.i vtas no| inciependent of fhe teletype mecha"r¡:ism

sånee pri^ces pai.d at the p3.anN v¡ere åJ-most invar.iably fhe averäge

q
''Ihe data collec1,ed on bhe

eruor since each producei: selling
receive the i¡ubJ-ished price, Some
paicl by fhe packer" Unfor1,s,¡i6¡1,ely,

daity price are subjeef to some
hogs during the såme då.]¡ may nof
producers may gei a bonus or prenium
these kind of data are not ¿r¡¿i1able"
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of i,hose esi,å,blished .by i"he conrmission, Thei:efor-e, ihe charac*

ter"istics of the price p¿L1,er"n, eithei: day*ì,c*d,¿¡r or vreek*to*

vreek, are 6¡f¡16st j-dentical_ betr¡¡een l,eleLype aucLjon arrd direct:

sales in lrüinnipeg in thaf year. Âs to i,he first two cornparisons,

since pr"i ces for" individual- sal<+s are J_acking for" pri.vale lreaty u

the major comparisons €.re baseci on rhe claíI-y åveråge of pri ces.

Holuever, Lhe price characNeristics during the <ray in tel etype au.c*

tion 'øili- be exanr-ined in defail- and compared vriLh bhe price patüer"n

during bhe day for private ùreaty v,¡hich is assumed to ire hor"iøontel"

rn i,his sNudy íhe l:crnonion markeb whei:e ihe hogs are nia1rü_y

ço]-d on the basås of private i:reab¡, j.s useci to compane i.rith the

Winnipeg markeN which has a i,e-Ì_etype se]_I_irig system foy hogs" Tn

7965, 5/. or Lhe hogs sord in lhe rkimonton suppry aï"e&. vrere sol_c,

on the berminaL rnarket, and onì-y {,r^ro or three percen'r, v¡ere sold

at publi c eucLion"J'O Th* niarke|.i ng sysì,em and hog pricing in the

Edmonioir and lUinnipeg markel.s are d.escribecl in the following chapler"

Áfter Lhe in'l"roduction of üeiebype, coropetition arnong

buyers increased in Nhe lËinnipeg markeL. 'rne characierisiics of

p:'ice changes for hogs sord through telerype rr¡€re e]so modifj-ed

."riih respect No cLay-io*da;' veriation" In orderj;o.bes| fhe hypo*

thesis siated before, severa-J ne¿àsuïemenls r"egarding shorf run price

10-Travis hL Mennång, i'qclo:rnqqq_g p¡i r;Ì:e r{qg r,farke|inE srs i,em
ån 41þeq,.t'ê (AgricuaLural uãénõffiffi"m gAr=r;Ë"ffiffi
ilriversity of .A.]"berla, Departmerri: of Extersion, su:y zÇ67), F,9"



v*a,riåtitn are cåJ-c"rilafedll ancj

The effecL of Br,ice "paùberns on

Ï,rïr,ed"

T?!ra e nnn^r¡ rv u vvyv

fl-uc Lua|ion in Lhe

d"iscussed in deuail in ch¿pì,er J"

producer j-ncomes is ðj_so illus*

of this stucly is 3Ímitecl No ehort r.u_n pï,j-ce

hog market in t¡iinnipeg and in Edmonbon" fi is
mainl.y concerned "vrifh charac|erÍstics of price paùt,erns buL a.]-so

vri,Nh the frequenc;" and magnil,ude of price varj_ations ín the short

r"un, itio ai;Lernpb is made No identity and ånêJ-yze the facbors tha|

cåuse varåa'L,ion in the price of hogs sot_d by i;e]_eLy¡:e å.uci;ion"

1t_
Price varj.aLion boíh day*io*day arrd rr¡eek*i;o-rveek e.re

measured by the difference in prices betr"¡een days or" i;he difference
befiæen the hÍ-gheËL and Lhe l-owesù price cluring the rrreek* l,hese
measuremenLs are noL sígnificanLl-y affeci,ed. b)' varj-ations in ihe
qeneral- price level in the different Lime periods" For exampl_e.
the prices on lfonday and on ill-resday axe 1,127"50 and liüe6,OOu res*
pectiveJ-y during the seasoneS-1-y high prices while they are i¡iz5"so
ana $Z4.OO, respeciively, during bhe ãeasonaål_y low Brices. The-
prÍce difflerence,bel,v¡een I'fonday anri 'fuescÌay Í-s the sane, ,iL"5o,in-each cåse, a.nd- is independeni of i:he LeveJ_ of seasonal prícås"
;111 measurements made in Lhis stu"dy are based on the acb,uaJ- hoe
prices in Nhe sel-ected yeårs rather than using the ciefrat,ecl daIa..
Thomsen and Ï.'oote, Agr"icultural- Prices, s-ijate that price fl-uctua*
Li.oirs l-asüing for shorl, perìcds of fime have Sii,ile or no relali-on
i;o the ofher reguJ.ar movemenLs of long d.uraùion*
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MÁRKIT Pm.F0Rl"f,fii{CE ANll FRTCE 0H.ÉIRÉ,CTERTSTICS

Tïre prÍrnary purpose of bhis sLudy rras Lo enaiyze shorL

run price variatíons .for pr:ívate treaLy and te]-eiype aucl,ion

mecha¡isma in selected markets" Ttre pr"icing sysl,em plays an im_

portant rore in econornic aclivities* 'rne perforrnance o-f i,he pri*
cing sys|em affects ihe level of'price as r^¡eil- as price movernenls*

conseouenily, the incomes received by l:roclucers are affecì:ed.

Fr"Ícing sysiem do not al-i*ays perfor:m all{" Nheir functions r,¡eJ_T.

ïmperfec|ions may occur in 1,he o¡:erati_on of" the price s)'s.Le::n vñj-ch

resu]-t in an un<iesirable Cistribuiion of income, For exampÏ-e,

producers -r¡fno market hogs through di f ferent channels or ar dåf*

ferent iimes, or r+ho have dilferent bar:gaining abirities e.re of1,en

nob ¿çsu¡ed of receiving ùhe same price as oLher" produ_cers for
ïrogs of the same quaåiby mar.keted_ ai bhe same Lime"

The price of hogs sold on a privaùe treaty basis ar"e ress

subjecL to continuous fluctuafions because the bicìding is J_ess

aggressive* Before the introclrrction of teletypeu se-lling prices

lEe::e esLablished at" stocþar:ds where commissj-on firms conl,acted

severål buyers to inviLe bids before any seåes were compJ-eted."

'Ihis usu"a,1ly resuì-bed in a price le-'¡eJ- wl:ich, once es'r,å,bl-ished,

di-d not change ciuring the day" on the o'i;he:: hand, a ÍuJ-Ly com*

petitiv'e sel-Ting syst,em '..rhe::e lhe supnry is variabr.e and demand

is noj: extremel-y elastic tends .bo produ"ce frequent price f].uc*
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iua|ions. The shori rur.l price eharacieristÍcs u-ncler different
øe]-l-ing mechanisms are irighly diver"se* Tl, is fherofore appr"opri*

aie Lc exarnÌ-ne the circumstances u¡d-er l^¡trich pr.i ces are deLer*

nrined" 'Ihose circumstances may accou:rt Íor the ciiversiùj-es of
Þrice pa,i,terns,

Ï. EDMO}J1ÐI\T }4Åfi.KET

H_os Lte_{keåå.ne s:reþ-eg end F.riçins

å va::i ei;)' of channel-s and several- Nypes of agencies are

im¡olved in Lhe mor¡ement, ar¿d tracling of' hogs in Alber"tê..I The

most important ùypes of agencjes are ihe rneaf packing plancse com*

inission firms l-oca1,ecl at the stockyards, T:-z"ivaLe shippers, tr.u.ckers

e.nci shipping assocjaNåons. rn lJber.La, the major packång pJ-a.nts

secure their hog suppri-es by direci, pu-rchase, bhrough prÍvaLe

shippers and Lhrough shipping associations. Tess Lhan 2% of s]_augh*

ter hogs purchased, by major paekers in é.lbe::ta .r¡d-ûre procurecL Lhrough

i;erminal exchanges in bhe stocþards in l-965 (see T'able II),
Edtnp4top llvçgL_oçh excle¡se,, The Edmonton Exchange pro*

vided a weaker nrarket since Ïdmonton packing ptants purchased very

fe"ur (about o'L%) of their hogs on Lhe íerminal- ma::keL. Tn addibi_on_

the packing plani;s sei qp buying s baLions on aJ I majoi: rou,¿es

leading inio the ciLy'* This further" reduced 'Lhe volumes sold throush

1
-The revier.u' of Edmon'i:on hog ma,rlreLing methods is primariry

drar^m frsm T,l¡I, Manninq, Performance -of Lhe Fqg Mal:kgtinq åysig*
iæ 4.1-þceÈa (universiiy-árffi, ffi¡ffiîïH?î. *
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T"A-tsi,E ÏÏ

SOURCE OF SfuLUG}'IT'ER HOGS PURCHS,SED BY :IHE M,4.JÛR PÁ.CKÏNG PfuilIJ'IS
Tr{ .Ê,ï,BERTÅ.* )-965r+
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"sourceå i,"wu TuIa'nning, Ë_e_Efq.qnë¿Lqq -q,{ ,--t.jr_e lk Mp:fke_trinÂ $,yslery
ä ,&þ_e_qia (Universiiy of ÅJ.berNa, nO*J"To", *-tnu"."a, fgð'f,;
*Dir"ecb purchases i-ncl-uded de]-íveries by farnrers and truckers"
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i;he publ-ic më.rkeL*

The Rlmonlon hog aucNion sale 'ì s usu.e3ly held aÍtt er i:he

Gal-gary sale has been complebed and the te,Igary pr"ice is fhen

knor*n in Edmonton, ILe AåberLa, ffii¡esiock Co*operati.¡e (¿iC) :_s

the sol-e agency sel-ling hogs on the Edmonton exchanee" i,losb of

the hogs sol-d on the fümonton exchange are purchasecl by planis

in Brj.l,ish colu¡nbia and sm¿,ll sraughterers in '¿he Edmoni;on area"

None of fhe nrajor Fl ants in Edmonton regularl_y bi rls at the auc:

tion" The propori;ion of hog sales in Lhe E<rmonton sNoeþarcl pur"-

chased by the n-Lajor' l-ocal plants destined from about" zj'fl in 195?

'Lo abou-L 6in" ín lg65"2 T'he propcrii.on of hogs soJ-d. in the exchange

is riÏ<eï-y bo decljne fur'1,her becau.se proclu-cers consigning hogs

bo the sfockya.:cd j.n 1965::eceived a lov¡er nel p¡içs i;han l,hose

delÍvering directly bo packîng pla.nt {see Tab}e TIr).

lli-fpçt Êë..LqË." Dí.reci, purchase of hogs b]' eighL major"

packing plants in A]-berta aocounied fo¡" approxinatel-y one third

of ì,heir suppi-ies, Edmonton plants obiained- j6% of their hogs

by direct purchase (see Table II), Âbout tr,ço third.s of the clirect

purchase of Eklmonton pJ-anls l,rcre procur"ed through plani*or,¡ned

buying stations"

Tre price paid for direct saJ-es v,ras determined in a

varieLy of l*ays by several planis, rn generå-l-, a base pric€ "*rå.r]

paid anci an incentir¡e bonus or p::enúum rças add"ed in sorne rë.ses

"flor dei-ir¡er¡ al a. specific l,ime, for specÍa} qual-i|y or" for oLhor

2_'t'" l¡lu l.Ianning, gE" .çiI" þ Ë)"9,
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reåsrnsu füe base prico r.räs establ-ished in one of i;he fotl_owíne
?

'T,r"åys 3 
-

{f } the }ocal (C¿tgary or ECmcnl,on) terrinal- e:lchange prÍce for.

Lhe day of delivery;

{e) tne loca^i- terminä} price on ¿t pre-sel-ecLed d4y oÍ Lhe r,reek;

{l) the åverage of lhe locaJ- Lertrrinal exchange prices for N'¡¡o or

ihree days or the entire week;

(4) lhe higher of the Cal-gary or I$monron e:xcha,nge pr"i-ces on 1;he

rl rr¡ nf dpl i r;e¡¡r.*q,Jvvr')9

1-\{.5J the }righesi- o-f fhe t,ermin,aL exchange pri-ces ab calgary" .ridmonl,on,

or l.rT-nnípeg (less iÞe"Oo) on rhe day of deliver.y.

Ffåv-+W shlp¡ì_e_f.9." A lypicaJ_ prival,e shipper asser,bl-ed. hogs

in a local producing areê,-" l,altooed the hogs, ffid provicled the tr.ans*

por'r,ation to the packing house" Privabe shippei:s receiveci. prices com*

parable fo bhose received by shipping assocí¿Lionø. The same base

price was used for both, Usual-]-y, bhe packer paid a commission fee

io the shÍpper for his services" Sometimes a bonus was al-so paid.

by the packer to assure continuous pa.bronage, for del_ir,.eries made

ab å specifj-c bime or for other reasons. Tn addi'cion, Lhe packer.

m:ighr pay s, bonus in ihe form of defraying aJ-l- or pa.ri of the l,r"ucking

cosi;" the shipper nrrgirl or nl-ighi not tra:,isfer all or part of the bonus

l,o the producers- lïis action prohably clepended on l,he clemarrd-suppI-y

condiiion and 'bhe loca1 compelil,ive sii;uatÍon wiih respeci; Lo assembJ-y

Æ" 3 p,l-ln
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servícesø The prices received by producers i./no sold Lheir hogs

i;hrough shippers appar:eniJ-y varied more bhan prices received. by

shippers" Shippers paid producers eiLher. Lhe base prrice or" the

base price plus ä" share of the bonu.s ob'bain.ed (see Table III)"

lhe privaie shípper channel_ l/ras å, major sou_rce oi hogs

nrn n r t.-arì l-rtr f J" e
"rvuqr -,,* på,ckers, å.ccouij.ting for Lv5fr af their purchases

in the Edmonton area,

$hipæing agso_cåations" iihe shipping associatione perforrned

marry of the ssme funciions as did- bhe privaíe shipper, bui; they

T,Íere oì¡;ned. and operated a,s Broducerse coöper.atives, i.{ost of i;hem

rçei:e aÍfil-j"ated wi.i;h the ltrlberia Livesiock üo*operative (/rÏ,c), bu1:

some of i,henr deaJ.t Ci-rectl-)/',rriih packing'plan-[s in setling hogs"

ï{car}y one fåfi;h of bhe hogs soi-d Ín E<l"noni:ori trere marketed by .r,he

"&.LC vdrich al-so sold hogs as a commi.ssiorr finn on the cal-gary and

Bdnronton exchänge, The Á.LC ui,il-ized. å contr¿¡.ct basis of selling

ín i;he Ecrnonton år"eå beginning in l'iovenber, 1965" Unde:: 'i,his arran*

gement, hogs r,rere sord fo packers ar a formula prÍce, The forrmrla

price was 40 cen,ts per hundredweight dressed basis above the Edmon*

ton market quotation less t::ansporta.'t ion cost fllom the countrl'

enìnr .rho flnm"l-a provåd.ed the base prÍce i,¡oul-cl noi be more than:Uv4:¡ v o

l|å2"00 beloru i;he þtrinnipeg price,

'Ihe producers cÕnsigning their hogs through shipping asso*

cia1,i-ons received the base price p]-us Lhe d.iviclend, if any, paid

by ihe sliipping associa|ion Õr É-T.C, bqt the;r flifl rrot pay the Íul_l_

AmOUnt Of LfUckino nnqj.a irr .sII cË,SeS beCAUSe thçSe ChA::geS Were
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GMSERAI,ÏZED BUYNüG COSTS OF P,{CI(TNG FT,III{TS ÅND NET PRICF$ TO
PIìOÐUCERS, BY I'ffiTHOD 0F pROCUREl.mnYI, AT,BERTÁ., Lg65.tç

I,le.bhod of Bu,vi¡¡g Cost of Ne-i; Price
Procurement Packing PI a,nt to F::oduce:lså

Through terminal- ï.ocal terminal price T,ocat i;errninal price
exchange p1u-s cost of buyer or rninus s-bocþard and

fee to order buyer comr,ússion fees (pj-us
dÍvidend fron ALC in
sorne cases )

Ðir"cr¡f, r^l elirrerv't,o Tle.se nnì"*blr.1 nq in¡r-n1.'ìr¡e lì=ea nni¡a Ín"ï', '.u-L!ç\, u uç!!vçJJ uu rd,È)ç }J!-Içu \JJruÐ ¿rruç.I,!u_r-vç *__ \lJÀ;s an*
n"lsni. hrr nrndrrnr¡¡ 'oonus in sopre cä,ses) *entjve bonus in somevvr¡sú ¿r¡ ùvriru \,GùvÐ , 

aaSeS )

Direct, delivery i,o Base price (prus speciai Base price
plant by trucker bonus bo tru.cker in some

cases J

Ðirect delirrery to Base p:.ice p]-us cost of ì3ase pr.ice
plant*or.rned buying operabing buying sùa'i;ion
sÌ;abion by trucker (plus bonus to i;r'ucker in

some cases)

Thror:"gh private Base price plus.corrn-ission Base príce (p].u_s shereship,aers fee to shipper (plus bonus of shipper bònus in
to shipper in some cä.ses) some cáães)

Through shippÍng Base prÍce pJ-us com-mi- Base pi:ice (p]-us pa-
association ssion fee 'to-shipping tronage dívj".ãend and

associatj-on (plus part of / or ieduction in
iru.ckÍ:rg cos bs in some iru.cking char.ges in
cases,l some cases )

1r-
T hl l{e¡nine An ^i {' * 1L. rÉvto r'Jau¡llf,ë;9 :1!l" *!.jr9 poIUø

åTn order to sÍ.tpJ-iÍJ' bhe anaJ-ysis, îtnet pricerr trfå,s d.efined as the
Brice received- b;' prod-ucer before hauJ-ing cosL or charges r'¡ere d.ed.ucted."

"T1:e base price is the l-ocaJ- terrainaJ. ¡rrice or Ì;he þi gher. of il¡o or
rnore terminal príces.
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sorxëtiüreË paid at, l-easl pärt1J¡ by the packing plant"

lqir_iae Syg!*q Qh_qrA_ctqris_!_icå çf PrÍçg FallqfFs

.4.lberta i s the rnajor surpl-us pork producing province,

&ccounting for about one fou¡th, of canadian pork production but
on]-y abou1, one twetfth of Canadi.an pork consumpiiorru4 lrborrt j-OiÍ

of Alberi;a hogs rrve::e rnarketed to Brí Lish col-unbia and eastern

Canada in 1967" The dÍstribution of Aiber',,a hogs markei;ed is sho.rrn

in Appenclix I. Thc pri-cing syst;em in ålbertå vrä,6 consequen.LJ_y su.b*

jecù to considerable ex'ber-naå infl-uence. i-ro",.rever, only Jil of hogs

in AlberLa were rnarkebed Lo pubJ-ic stocþ's.¡¿s (see Table IV) a.tr¿

Lhis snal I f:raction of the hog suppr-y established the base price

-for rnos'b of 1.he hogs sol-d, rn adclitÍ-on, ilre najor packers pur.chased

l-ess tha:r 2iÁ of iheir su_ÞÞ1i.es oí hogs .Lhrough ierraina_i- exchänges,

Thus, the base price establishecl for Alberta hogs did not neces*

<¡r-ni'l rr naf'l aa-l frrI -l r" +hÃ +^ F ql ,lÐo,*¿rJ rç¿-r-çuv ru,-!*LJ r¡1.rÇ þQUar tlemancl by Alberta packers* The very

small proportion of hogs soT_d by public auction provideci bhe only

direct competitivo infiuence in the estabtishmenl of i,he base pri-ce,

iufost ofhey rnarket outlets used ihe Fr:"bli c auction price as the sian_

dard in negoûiating lheir oim^L par:ticurar pri.ces" The pricÍng systenr

ruas presuroa,bly inefficient because of ina.dequate competiiion å"ïon.q

¡¡abl<ers,

the packers often did not bid" actively againsb one åìlother,*

ry.Ê.r
tQ¿q" u þ,J,

.aqd
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T'åBI,E T!

PROPORTÏON OF ,qLBERTA. HOGS DßLTVEIìED TO Y¿RJ] ÅJ\JD PT,I.NTS

Lg5g^Lg6'7-Y,

Year' Yard
(ß)

PLant
(,%)

Tobal T{ogs Mar"ke'bed
(r,ooo)

r ol.r
\962
TYO)
196&
l"yo)
r966
l aA"j

l_l-ø o
J-Voc.

coc)
ON
Ê?
o"r
.72

Oa (
t('/ìøo

¿iÕ e4
aoa
91"2
91"0
01 f)

92"?

-J) ø1

4¿o)
1 7^C

1^',|ì,

I Ã(,l,

ï63t+
L))L

t¿
" Source:
0 ttai'¡au

IåvesLock lrafkq! Eg,gleg, Departmenl of Agric'uJ.ture ,
Canacìa.

Presumablye peckers r'¡ere inhibited in bidding on the berm:i¡et

aucLion because higher bid-s ir'outcl resul-t in a. higher k¡ase price

for al-l- of the hogs purchased" Once ihe Ì:ase price vras estab*

lÍshed, Lhe packers? pol-iclr tended to meet thaL priceo Ás &

consequence* the prices of hogs tended to be uniform cluring ihe

day exeep'b for any secret bonuees 1,haL may have been ¡¡aicl i;o

some ¡:roducers"

und-er= tlie preseni" prrcing sysùem in åJ,berùa, Lhe lor^¿est,

neL prices are received by produce:rs v¡hose hogs are sol-cì. on

the ferndna.l- exchange since tliey receive the base p::i ce l-ess

yardage end eonry-issíon fees whÍle other producers geN at leasr,

1,he t:ase price ånd in some c&,ses ån incenLive paymenl and" I or



3a

some of 'r,he ir"ucking charges are paid by the packer, In other

words, prices receivod by pr"oducers selling hogs through d"ii-

ferenf channei-s are cl-oseï-y tied ro 1.;he base price even ihough

Lhe actuat prices paid a.re dete.rnrined by nreans of individ"uai

or Sroup negofiation" Ïn generai, rhe prices paid by pe,ckers

for hogs i;aken tc EdnonLon and Catgary pla¡rts by'prociucers ot"

truckers are the säme as the prices esi,ablished at -b,he pubtic
4

rnå,rket"' In other ïrord.s, if the Edmon'ton publ-ic market pr.ice

is ii25,O0 /"v¡í. for Grade A hogs, consigrunents delivered cìårectly

tc Eclmonton Backing pl-ånb are also priced â,t, tã5.OOfcvÉ., i,,rithout

d-eduction, This irnplies that fhere is onl¡' one price prevailing

for ihe day, É"s a resu-tr.t, ihe j.ntra-day price paNtern is presurnabl-y

a horir,onfpJ l-ine"

In Al-berta, n.earLy Jit of hogs u-ere marketed to sl.ock*

yards in 1-967 but many of the hogs consigned to commission firms

were not sold on the l-ivestock exchanges and vrere nrerely assemblecl

at"i;he stocþard by order br.lvers for shipment elserr'here, In Lg65,

51, of the hogs soLd in the Ed:nonton suppl-y area r^rere sold on the
/

Lerminal market but on]-y 2 or jfi r,¡ere sol-.d by publ_Íc ä,uction"o

lrha ?.*ee n-¡ina ""as es|abTished in a rela,tivel_y non-competitive

envír"onment and boLh clemand a,nd suppl-y quantiiies in i;he s'uock-

yards vre::e relai;ively smal-i. Even though prices changed- from on.e

\-Select Comnit'uee of the.legisiafive Assernbly of i.{anii,oba,
Ljv-eËtqck llark-e'b:!-ne ig l.{a¡}!þba (tnñnipegt Qu.eenes Pþ'ïnter¡ Feb.
roÁ,1. 1 ñ 1n?L/v+) I t¿tr lv¿E

A
"T . iiÍ î,fsnrri n c ôh ¡i j- n o¿6 cus lrGujrrJf1, Upø \_J-vø 9 pø/ø
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day 'ro the next, ehenges cluring the day ,r",ero ð.ppåreni,ly neglí*
gibl-e, Ás ¿ consequence of rimii:ed compebition, the price var.i^

ation betiøeen days 'øould al-so be srneLl"

ÏT* WTN¡ITPEG I{A.RKBT BEWNS TEI.BT}?E

Befor"e Lhe Íntrod"uction of i;eJ,eþpe* a-lT_ Manitoba hogs

r,¡ere so]-d by pr"ivaie ireaty Í;hrough fr,m main marketing outJ-eLs,

i'Ð"c deLÍvery of hogs ùo the public sbockyar<i rshere bhe pri-ce

r.ras negoùiated betrçeen comrnission fìrms ancì packers, a.nd di-r.ecl

deï-ivery Lo packång pÏ_an'i;s whei:e 1,he pr.i ces r¡fer€ negoi,iated betvgeen

producer"s the¡"nse]-i¡es (or Lrucke:"s) a-n¿ packers. é.1, one .;ime, i;he

ptibï-ic markei; played an ímpcrtp_n-L, rol_e Ín establ ishing ¡:rices for
hogs, thereby provÍding proclucers v¡åçh a slanclar"d for eveJ_ua.üing

Bråces offered ín oi;her markei charmels, prices paicl for hogs

delivered direcNly bo prani; .r.rere slíght]-y -lower Lhan i,he pr"ices

paid al, the yarrls but producers receiveci Lhe sa.me or slighu-y
higher net rel,urns for direct saJ_es J¡ecause of Lhe saving in mar*

îf
ketÍng chargeø*'

Tne proportion of Mani.Loba hogs markoted dÍrectly to p}anis

increaeed substen|iafty afi,er compusory rai)_ grading hras .ínsirÍtu.bed

ån 19&0" Tn L96l+u 1o.% or Maniuoba hogs røere markei,ed to sLockyårcts.

Bub a large proporì:ion oÍ hogs consågnecl Lo conrni-ssion firms i,rere

solcl direc b]-y to packi-ng companies and wcre not offered for sale

in the publie marl<et. Tuloreover" l,he large processors 'boughi few aL



',.he pubiíe market a¡rd secu-red mos1, oÍ their hog suppX_ies direc¿s-y

from produc€rs or l,ruckers, Nåtur.al]-y, Lhey vmirld lencl l,o be less

e¡:<ioue and. less aggressive in purchasing hogs on sLockyard.s, only

a few s'ma3l- buyers bid regularly for Lhe hogs sold on 'bire public

markeL" 'Ihe compebition sJnong buyers on Lhe pubtic markei; rvas

obviousl-y very )-imi'Led"

The very smäll propor"tion of hogs sor-d on ihe pub)_ic market

established t'he price on r,rhich Nhe pr:ices offered on d-irect, såles

wr6 ÉleneraJ-Ly båsed- 'Ihe price estabtished,:,i-mder the cårcumsùånces

of l-imii;ed compebi|i-on we"s presumabJ-y "lower than ihai ì,,rhich v¡ould

obtain in a highT.y eompeùiùive market" E\¡en if the p::opoi:iion of

hogs soJ-d on i:he siocþard'were increåsed, ii; r:"rouJ_d nob fu1ly en-

sure irhaL price i+rcul-d be esiabl-isheo in ¿ strong compebibive mar*

ket" Pr"esurna'niy, packers ai,fempt io bi_r¡' hogs at ihe lorrres| price

at lrhich their respeclive shares of market ean be rnainLained" rf
packeres pol-icy is i;o pay i;he p::ice esiab"tished in'r,he pubLic mår*

keL, prices r'rii-l tend to be riniforrn,

rn general- , afiler hogs ',rcre del-ivered. ùo the pubti-c stock*

yard, ùhe commission firrn conLacted several buyers lo soticit bÍds

before any sa]-as weT'e coìîplei;ed, "âs a consequence of adjusl,menf in
suppl¡r and dernand condiLionse a large nrunbe:: of separate saJ-es,

possibly aJ-l- sal-ese were consurnnated aL i;he sêrne price du.ring the

sa'ne markei day" ;1" privai;e ireaùy selring mechanism is tj_kely bo

resuLi; in a rel-afivel-y si,abl-e price pa'tlern"

'füe slaughteri"ng and processing 'ìndus|ry" in tfani'Loba consj-sfs



of ê, gree.i, variei;¡' of i"irr,rs in l,erlis of scal-e and nature of

operêì1,ionsu A.ccoi:ding to ihe Restriciive Trad-e Prac|ices Corn*

mission, bhere 'o¡ere l-8 fj-rms in '¿he ¡:rovince vùich slaughbered

in fsrìpr.sllr¡ ìnspected sl-augh|ering planfs ín 1959n Four" of these

oÌ'rned inspecfed esta'blishmen1,s" Si-xi;y other firrns t¡ere slaugh'bering

in uninspected es'r,ab1ishnents. A total- of 90 fj-rms r'rere involved
r$

in slaughtering, processing errd l^ùolesalinguo Hornreuer, the big

i;hree (Canada Packers, Swiíts a¡rd Burns) represenied. the largesL

propo::tion of ihe s3-aughie::ing and processing business in Fîanåtoba,"

Their coinbined share of the iotal r'reekly kili- in i'iinnipeg exceeded-

'/Oi/" as is shown in Tabl-e V" Ihe big l,hree packers in l.{anitoba ob-

iained mosù oÍ their supplies d-ireclTy fron farmers or. ihrough

agent;s opera'cing on the produ-certs behalf" Tn genei:al, they tried

No avoid open price competition a:id used non*price compefí'"ive

stralegies such as bonus payrnents 'bo secure their hog su-ppli.es"

Under ci::cumsbances r'drere the¡:e lrere on]-¡' a felr donÉnant firrns,

they woul-d probabl-y tend to be non-aggressive in .bheir prÍce pÕi_i-

cies because, Íf one firm bids up Nhe price, firrns in close conlpe*

f,ibion with it, i¡rill- l-ikel-y fol-I-ow suit sc, iha1, it may not atLyacb

a large vol-ume of prodtrct, The situal,j-on ni-ghl, be d.escri.bed as an

o1-igopsony*

OT.igopsony l-ies between monopsony an<I perfect competition

a-8cs=or! q][ æ Resttictive lrad_e Pracjt ices
c-e{¡.r.3¡s the þÎ_ep,i; Faç-}<_ing J¡rd.u"sllr (Otiawa: Q:reen?s
nQA

Comraission con-
ffi^:tff-
"frl-nlere LYj_L ) )
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itrSTIl'fÂT.EIJ I¡JIEKLY KILL 0rr

TÉ"BI,E V

N'JSFHCTED PI1CKITRS ÏI! IJnJNIPBG, 195?r

EsNimated llreekì-y Ki13,

Firms Ï,lo, of hogs
Percenila,ge of NoLa-1
i,üinnipe g slaught,er

Canad-a Fackers Ltd"
Swifi Canadian Co" Ltd.
Burns and Company Ltd.
"&11- others
Total

ó900
5300
2850
6324

2L37Ll

32"3
24"8
t)")
17 "O

100.0

-)f

sources ,l*c* Lolre, riÅn Econornic /:rraJysis of ilre TeTebype l-{og
Markebing Sysl,ern in i'{arritoba Canadan ([lnpubl|shed Mas-teree
i;hesis, UniversÍry of l¡trisconsin, Þladison, j"968) , þ"23,

in the compebi|ion spect::um" lin o-Ligopsoni_stíc rnarket is one

characLerized by a few T-arge buyers, each conscious of Nhe others?

a.cfions" ïn an oJ-igopsonislric markel, the individual, firnis learn

by experience io evoid a price war and engå,ge jn non-price com*

pefiLion to increase their. respecì:Íve shares of rhe markei and

Nhei.r prof5-ts* The resul-i, may be a price rt'nich is rather rigid"
ïhe T-arge buyers ordinaril-y åre able either to seL íhe pråce or

nego'biate for a favorable price* Tne sellers suppJ."ying a markel,

of a fei.r buyers l+il-i- not have given market demand.s for j;heir out*

pufs but vd-l-l- r'abher face a specific price or bargain-ing offer: macle
cby l,he bqyers,'In an oligopsonisiic markeü, fhe price is more

v'J, So Bain. Price Theorg (Ner+ york: John I^JÍ.Iey & Sons,Tnc- tqCr'l n ??Q*^'ve, *//.-t I Ì?") L/ç



likel-y to be infl-exihlte than it Íe in a 'per.fectl,y compeiitÍve

rn&r"ket.

TTT. 'TTNNÏPEG 
}..IAI{KET AFTEIì TET,ETYPE

Reqiel{ gI ïqJ-eiype $eLl=ies Êy-qtc¡llCI

T-he tel-etype selLing mechanism ïJas inLrod.i¿ced on r"ebruar.y

25, L965 j-n Manitoba on a r¡ol-untary basis* since i;hai, time, I{anå*

noba hogs have been offered for saJ-e through .Í;eT-erype bu.'b prod.u-.

cevß e&n sel-r direct)-y to the packers providång Lhey nake æ"ppj-å*

ca'oion b¡r maÌ-T. Õr perîsonal- visel, to the commission e.t Lhe union

S1,ocþard in ,3L, Boniface" 'ftre::e are oirl_y t¡,ro assern-þÌ-y yards in

l,Tanitoba, the Union sì:ockyard at SN, Bon-iface and the Co-o3:erai,i,ve

Stock ïard aì: Brandon* ïf hogs are sold through teleûype, trm

alternatÍvË '/Íays are provided for asseinbly of hogs, å,eu, (t)-Utre

hog produc€rs cå,n del-iver hogs i;o one of the assembl-y yar:cls; oi:

{Z) Lhe producer may ship hogs i:y iruck or raåT-way car and. notify

the Comrnission by 1,ei-ephone regarding Lhe number of hogs and the

esl,inated 'Lår.e o-f arrival and- have them offeretL for. sale Brior

Lo a:i:r'ì.val at ihe mårlçet"

Under Lhe nerv seI-li.ng system, each l-oL of hogs is offered

1_0
For" detailed description of the operation of the tele'r;ype

selling pystem, qee ld" F..Lu, ¡tEffect on Regional- priee Ïevel_ of
sel-I"ing Hogs by Te)-ebype't( LinpubS-ished Masteivs thesis, urriversÍty
of Manj-toba, 3-Ç68) å J" C, Loltre, t¡An Economic .qna1-ysis of i:he TeJ-e-
type l{og Marketi-ng System j^n Mårritoba Canadam(ünprrbl-ished ivlasteï"çs
thesis, . Un-tversilf 

"of Wisconsin, 1g6S) arrd J. Co Lov¡e, þg tîar.kefå¿g
þy ï-el-e trpe, 

- 
þlånitoba DeparLmen t, of A.gri-cul"tur"e publiáaãonffii-ffi

l'.finnÍpeg, L968,
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sim"ul-teneousJ.y tÐ aåI" po'beniÍ4] buyers, each of r"rhom has æn ec¡ual

opportunily to Trecome the highest bidder sÍmpiy by being i:he first
fo press the bidciing key" sal-e is by Dufch auction ,¡áth offer i¡ríce

varied by running l,hrough Nhe releiype a pre*prmched price bape ,øith

a declining price scale in drops of five cents per hu.ndr"edr^ieighb over

å one doll"ar rånge* FrÍces quoiecl are on Lhe basis of a hundredweighr

of Grade Å dressed carcass, Hoiqever, ihe Coimission seJ-ects a pr"ice

ùape appropriaie, in its judgment, for such facLor"s as the tota.l-

supply of hogs a::rirring af i;he stocþards, 1,he marke.t situaiion in
Toronio and 1¡Jinnipeg prÍces on Lhe prevåous ¿ny"ll

S-f.f-e-c-t ar tl:rç_e Terip.liw

êIùhough bhe introduction of ùhe new markel,ing sysbem clid ¡¿of

aÏter the sl,rucbure of the Índi"is'Lry i-n Menitoba, ii did affect ilre com*

petitive performance in ceria-in ?rqys " :lccorcling 1,o 1,he conclu.sions reached

by l,u and Lor¡e in Lhe research discusserl Ín chapùer onee conrpe';iNion åmong

buyers increased and the more compeùitåve markeù responded more readiS_y to

changes i-n Íac'l"or=s su-ch as demand and supply after the teletype s}rslsrn l.r&s

instituied" Before l,he inLroducii-on of teJ_etype, lolnen competibion v,ras less

effecLive, 1,he Þ::Íce tendecl fo be less fl-ex:tbl-e than ii mighb be expected

to i¡e in a more competít,ive markei;. Frice rigidiLy is an essentieJ aspect

T"t-tÂ nei^r grading system, basecl on an index of rralue, nas introaueeri
in Jan' , 1-969 " The i-ndex va-lue has been established on tÌre basis of carca.ss
r.reighL and i,he actual tctal- of t-i,*o backfai; rneasu"rernenLs, The bid pr.ice on
any given }ot will- be the price/cwl. of aJ-l hogs wii,h an index eq.ìrå] 1,o IO0.
Fo: exampl-e, a 1551b, carcass r.rrilh b-ço backfab measurements tolaiL-i-ng Z,gj-nches wnuid have a l-03 index" If hogs lrere !ii3}/cr,ri., val-ue of the carcass
?,rould ¡e {þ42"Sç (tflO u AOJ,fl x l-.55 ewL. ),

'Ine basis for sel-eciíon of price tapes r,rå$ reporteci No the author in an
i-nLervier,r Td"ii,h iqr" i;ri,B, Mrinro, Flanager of the Î:.fanitobà Hog I,fe,rketing comm:i_ssion"
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of normaL orÍgopol-ístic price strategJ "L2 lt particut-ar price i s

rigid when i1, is noi changed in su.ch ä, wäy ihal bhe firm operates

where marginal cost" equals marginal- revenue, assu:n-ing 'bhe fir:n is
seeking i,o maximine profit"" Tt is a corol-J-ary of this definitÍon

tÏ:a,b there wii-l- noL be price rigidiiy und.er perfect competíiion,

since l,he individual" conpetítive firm has no conL¡"ol over pric**.l3
The t'eletype auction is more conrpetitive in bidding than

j-s the privai,e trea'þ met'hod of sell-ing hogs. since Lhe Ídentiby

of the buyer of eachi lot i.s not reve&.1_ed, the buyer ¡riil- not be

influenced by the bidding of ]-arger fir-ms u¡less l,hese Íirms buy

a^].l- lots offered a'L a higher prlce. There Ís l-íLtTe opporiurity

for tÊfoll-or,,r the Ìaq'Jorl8 n-¡{ni-^ in a highly competitj-ve sensifirr+

rnarkei,14

In gener.aå, each packing plant v¡ants -i:o buy enough hogs

ùo achieve an efficient, operation v,rith the existing scale of pl_ant,

Âs a resul-t, "bhey ð.r€ åir,Ë,pÐ of the ?rogs T:,eing offered for sale in
i,he ma::ket and wiiL orclinaril-y aítempt, to buy each loi of hogs,

Buyers mlght adju,st their bíds consÍderabl-y during the day or frorn

day to day as they seek to fill- their orders or å,s they beeome less

anxious to bqy once Lheir basj-c requir"ements are fiil_ed, TL míght

'<Kuïdu RothsciriJ-d-, ttPrice
in Price llreqJy ( Chicago: Richard.

'Iheory and Ol.ígopolyto, þ_4dinqs
Do Imdn, Inc", ]-g5:Z) , llfi;*
ojl Pqiçs (Nelv Tork: Tne ì,íac*

13G,J* Stieler" The Theorv"
I'ä.i-l-an Conrpany, 19ð0) ,-ffiZ"-

| 1,*,.aJ.ivestock I''rarkeLins in lt'Ianitoba" n.i-70-
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bs e:q:ectecÌ lhal, Nhe var.ia.r,ion in ,bhe ciernand*sr.rppi_y condi1,ions

during fhe day or f¡"om day to <iay rrculd r"esul.¿ in a ftexible
price pai;tern,

ft1 anr price series there ê.re many minor fl_uctuaiions

for comparal"S-vo]-y shonû periods of times, sucir as houl: Lo hour,
dqy bo day o* l'reek bo i'æek fluci;u.a1,ions, These short Lrme pr.ice

fLucbuations are caused mainly by three factors, i;:e*, (T-) varia*
iion in supplies; (z) fructuation in demand; s.nd (3) ttre erperi*
mentatíon involved in lhe discovery of oupp[¡, arrcl demanci concliLions

Tr
å.no. prl,ces4-,

l.Inder ieletype auclion, hogs are grou-ped into rã]ors'i and.

each J-ot of Ïrogs is of feï'ecl for sale i,o a.lT_ po i;entiaå buyeï.s on

Ùhe eircuil,, beNvrcen tOsOO*lZsûO å*I4* a¡rd I-;OO*Z:OO p*jol* eech day"

Before i;he markei, is opened, fhe packer has to C"ecide lhe bidding
pri ee al v¡hich he is wilJ-ing to buy" l4ost packers have their indi*
'¿idual judgmenL as to ldnab hogs are r.¡c*i;h" ilhese judgmenLs are

based upon opin-ions ås to i;he resar-e value of processed hog pro*

duc bs. These opÍ-nj.ons as io fuiure vaïue ar.e baeed on informat ion
regarding fuiure hog suppl-ies, suppriee of hog producis in sùo::ageu

prospecbive suppl-iee and i:rices of eompeting foocls and fuL,ure oo,.--

sLrmer demånd* ïi is pracficarTy n.ecesse,.i:y io esbimaLe suppL¡r ¿pd

demand eonditions aJìd prices"

Tr
-Fol,n Thor¡sen and iì,uJ.

1'{cGra,i.¡-Hil-1 Book raa-n^--" T-^wvltrPEa¿rJ, MLia 9 ffiFk-å Priqes' (irrew York;Foote 
"

L7)1) g



ïn general, "r,he process of price di-scorrery has tuo phases:

(1) eval-uating the condítions of demancl and supply and deierrni.ning

the general l-eveT of pr"i-ces for i;he coruroci.ity whi ch rrill- resulL

from these conclitions, (Z) Oetemining the value of ê. specific l_ot

of the comrnodii,y.l'6 T.f i;he packer has nade a, mis.Lake and. he is not

gel;ting hogs or :s peying too nuch r:eLa*¿ive to his competÍ-'t,ors,

Nlrøn he v*rll change his buying ånstructions" Tre individual buyer

has Lo decide lhe buying price for each particular l_ot of hogs,

lÏoluever, the packer generally r"re.nts io secure nrininun requ-irenen-Lg

in order to operate efficien'Ll-y, Tf l'ie has been su_ccessful in too

felv of iris bids, he wi.l-l- be compelled.'io bÍd a liiite higher price

bhan he was iniLial1-y prepared to ¡ray. once he has purchased. a

certain volu-me, he Ís less l-ikely to -oid. aggressívely, The adju.sL*

ments invol_ved in ihe discovery of price ru-ith respec.L io the eva*

luation of su"pply and derûand conditions wii-t resuLt in consj-derable

prÍ-ce variation"

t6rþ¿g, 
e p"'zo"
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Bl"lP ïRIC"AJ, triféJ,Y$ïS

The 'bel etype selling sysiem is ¡:ri:-marily aimecl at increa.-

sing the conLpeì,í-i;iveness of ihe ;orÍcing mecha_nism ancl ther"eby in*
c::easing re'[u"r'ns to producers" Ðue to Nhe hÍghly compe|i.bive seT-ling

mechar¡-ism for hogs, the average hog price has probably been raised,
Ånother apparent effect has been a change in the pråce pai,tern"

Prices, both ínÌ;ei:*day and intra-d-ay, are ¡rore va,rÍabl-e for tele*
iype ihan they rvere before J.965, The oÌ:jeci;ive of ihís s.uudy is
to investigai,e non*rêndom pr'åce char"acierisLics of' te]-etype au-c*

tion on a.n hourì-y and ciaiiy basis, & cornparison between tetetlçe

and non* beïetype market operations lrd-i-i- be macle i.n ord_er to deter*

niine the effect of Leletype on price r¡ariati.on in the short run,

Three comparisons 
'.lre 

mad.e in fhis siud¡r, namely:

(l-) private treaiy sal-es in trriiienipeg in 1964 vs" te1ei¡pe auction
in l,Iinnipeg in l_967 z

(2) private i;reaty sales in Ectmonton in lg6? vs, teLetype au-ction

in l^ärrnipeg ín Lg6Te

(3) ¿irect sal.es in Winnipeg in I-967 vs" i,elebype a,uctiori in I¡tin-
a 

^/ñnrpeg ln lyb /"
"vùith regarci to items (l) an¿ (Z), hourSy clata were not

available to cornpare in de bail_ Lhe prices froru sal-e to saJ-e d.wing
fhe day in 196& in lr.finnipeg and in lg6? in Bcjmon.r,on" Á.ccording .Lo

l'{::' fiurnro, l{anaging Direc|or of l,ranÍ'Loba Hog MarkeLing conmission,
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l,here is onl-y one p::ice du-ring t,he day in Bd¡nontonn Tt, is not l-ike

fhe iel-eiype Þrice i'ñích rnay change even within five r¡inuLes. on

this basis, it is assurned i;hat all hog p::oducers in Ed.monton receive

Lhe seme prj"ce for hogs sol-d dur"ing the sanLe d.ay"l Thu saroe siirra*
tion existed- in ihe trdiruripeg market in 196& becð"use bhe hoEs were

sold by priva'be treat¡r in'bhat rnarke, in the earlier yeår"

ïn actual praci;ice, afùer the Íntroduction of i;eletype,

'bhe produ.cers sel-l-ing hogs dir"ect to plant appear -r,o have reeeived

tï:e dail;' ð.r¡erå,ge price es'Labl-ished b;' ieleNype in i,,frnnipeg*2 The

príces for direct sal-es rr,rere the sg¡ire fo:: a,J-l_ sales rnad.e during

any single d.ay" rn o-bl"ler i^rords, a single price prevaii-ed_ "*rithin

each cÌay in each na::ket ancl l,ine period except ,for. 'fhe teleiype

ãuclion" Thus, the intra*d,ay price þattern for .i;eleiy.pe witl ìre

examined in deiaÅi" FinaS-iy, Ì.he effec| of the intra*d.ay price

pa-i;tern on individua"l- prod"ucer income wil-l- be il]ustrated"

Ï" TTST OF CONFOP.}.,].|TY OF VARTI}NCE I]BTlfITEi{ TELETYPE

Ál'JD PRI\IATB TREA'IY PIÌICES

ïi, v¡as hypothesi.øecl- thaÌ; hog prices would fl-uctuate more

1T" irh* exLenL that bonu-ses or premuì-rns or
over i;he reported p:.ice rnay harre been paiA io sone
p:rices r¡¡ou].d not be idenl,ical-*

Zma:rit"ba 1-log l,Iar"keting Conr-nr,ission, 4rUr:lal
endecl l'Íarch 19ó8, p,f"

varying a¡aount
producers,

åe_pqr,!, year
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in sal-es by te"letvpq 'uhen ihey ,*çìr3d irr sal es by privs.te 1,reeiy"
rf:l^.i 

^ i.-,.- ^+L^^* -lnr-s nypornesr-s r,ras l,ested by Nhe F*tesL. The resul-ts i-n Table vr
indicaùe tha-b Nhe efendard deviabion of tetetype pr-ices in l,linnipeg

i"n 1967 was significantly higher i;han ihat for private ir"eaty pr.i ces

iri trfinnipeg in i-96/+ and. in Edrionton in 196?, ri; l+our-d be expected

that" a iiighl-y con'çeLitive market for a commodiiJ¡ of adrich Nhe supplv

i-s variable and the demand is not particul-arJ-y elasbj-c rmrrld exhÍbit
considerable price varíafion* The resul.l,s also indicet,e that stan*
d-ard deviai;ions in Nerei;ype prices ansj concur"reni dir.ec.t, sales prices
ln L967 in. winnåpeg v{ere noN sÍgnÍficentty clifferent. Tbis r*sås to

be expecteci because di::eci; sales prices.ç,rere cüreci;)-y based on 1,e]-ety:pe*

TI,BLB VT

,q TBST OTI CONFOF{T.4TTY OF VI,LRIANCE oF DÅTLY ,A.VER,q"GE
PRTCE DMTI.{G A YE"åfi

Selling System Market
SLanrlard

ïear DeviaLíon
Degrees of
Freedom

f-TesLL
Rebio* Resul_t"

Te1eLype sal_es
Frivaì,e treaty
Direcl sal-es
Private Lreat'f

V'Jíienipeg 196T
ltdinnipeg Lg6[
I,rr'iruripeg 196T
lìdmon|on ï96T

Lø)
I,l
-Lc J
l,lv

2-hl+

4+O
205

l_"4
"T aì

1,1-

-)i

5*F raiio r.Ías me&sured -b;¡ dividing the standarcl de¡¡iaLion ínteleLype b¡r fha| in eaeh of .bhe oiher maFkets*-
1-"'fire i;heoreLical F value Ís 1"0 al, the significance leve}cf boíh 5fr and I,í tor degrees of freedom above J-ZO_
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ÏÏ. ÏNTilA._DÁY PRTCE VÁRTÅ']]TOI\I

The import¿n'L componenbs or price Ë;aiterns are Nhe mag**

nitude of change and the direction of movemenL. They will be pre*

sented separai;eJ-y in Lhe nexL sections" Finally, i.hey lrrj,Tl be

combined. ån an attempl i:o cl-assiÍly inrra*day price pabterns.

.EneqqeJlqiË Die-triþsËLq_n s.f Prå_qq Faqgq wi_rlr_in the åeï

The rnagnitudes of price renge wåthin the day for i,eJ-etype

'r,rere hi"ghl-]' flexÍbl-e" The range variecl from z0 cents per cwf, to
a high r:f more than Lv¡o doli.ars, Table vlr shows the frequency ciis*
tribu"tion for Lhe differeni: deys of the v¡eek. The pri"ce rå.nge rçiihin
{,he day "r.ras highes'u on Monday for r¡,hich ihe most, frequeni, range

vn,s 76'ho 1"00 cenbs a;n,tL lorçesi: on Tu-esd.Oy ancl Friclay utren j:¡.¡e mosg

cÕrïì-rnon rånge was 26 to 50 cenl,so llowever, the average ma,gnåtude

of change ïri"thin the day was lar:gest on Tnursrlay and sma,llesù

on Fríday" Frices e:J'iibiieci a consid.erable degree of fructuatior¡.

during the day on Thu¡:sday and someldnat less varåaiion on F'iday"
Tn coni,rast¡ i,here xdês no price change wii,hin ilre day for

private ì:reaty sales i.n Ìlîr:nipeg in 1-961ç or in Eci.monfcn or' 'truirrnipeg

in 1967" As a resu-li,, the producer"s received unifor..m i:rices fo'
laogs wrl,hin ihe day in these rnårkets comparecl io the, varriabl-e prices
.: * +^'ì ^+.*^ -"- - + -trr uçJe i,ype ä,u_c r,3.oi'to
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FREQUH{CT DÏSTRTB{-ruION
T'BIBIYPE

TABLE VTT

OF PRTCE Rfu\GI] I'JTT1.IT}]
,&ucTi0t{j 7967

THE D,AY9

Price RanEe

G/eurt^f
TED THU TifT

(nunrber of days)
TÐTAL

Q*25
26*5A
5l -?5
76-lo0

l-01--l-25
l_26-150
I 5l *'t ?6
3-76*2öA
Over 201.

0

12
1l+

l+

9
0
0
l

L:t
_LU
IN
Jl.

o
T

'"i
J
,1

..r

10

o4

iO

t

L2
l-1-

J

2
O

o

0
I

arta

JT
7
5

5t
l-

l-
d

t1
atL4,

1I

rì

n^+ ^: &rV UGA

.&verage RangeCI

¡,5'ì¡lvb

92
l1/

clt() ¿+oo
)¿
ar"j/(

\/
ô)

oToial nwnber of obser"yations ås l-ess irjhan 52 for some daysbecause of holidays during -.r¡dnieh ihe rnarke t, vras c]-osed 
"brnu 

1.,g-"age price range 1^ras measured by divÍding 'r,he actuar-
¡um o._f the price rpnget by,the number of ,iuy*, rather" .bhan
by usfng the formula, rfixl/rfi v¡here xt i"*-åfr" niidpoint ofcJ-ass, f1 is 'i;he írequ-õnõy of*each class"
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Fne-qgap-q. -Ðiqt.d.þulå"qi1 Ð.r.- Ð:.r.eq Þi_o_qc. oi Fråc_q Çhepeç

rhe pu-rpose of '¿his mee,surernent r¡as i:o shor.¿ hovr oÍien

lhe pr"ice chariged in each direciion from sal-e io saåe within

the day in ferms of a priee rise, or faIJ- or no change, 'fne

procedures used to calculaie ihe percenLage of sales v¿hich

occurred a'u, higher, no chånge or lol'¡er hog prices r,Jere as fol_low.s;

(f) ¡y counting the number of sales rn¡hich occLrr"ed ai an increase

in price (i-), oLl for a decreasê ôït nô nh-neo i" ¡nrì f .¡"i¡sner.-
T 

vGuv vL ¡¡u v.r¡élfðv u , 
D 

*rr* tN -t.Ç¡rIjgu-

1,ively, for e*.ch day-"

(Z) ¡y divi-cÌing ihe Írequ-erc¡r 6¡ saies aL inc::easect or" ciecreased

p:rices or rro change in pz.ice by lhe Lolal numbeL: oi'súes (N)

during Nhe day, Lhcir nul-biei-ying by ï-oo, i"e., Í"_/i'j (j-oojr),
J

f^/U (fOO/.) anð" f",/N (100:á) , Tne frequency dì stribution eÍ claysll N'

as calcul_aùed on NhÍs basis ie shov.¡n in Table VIII,
'Ihe r.esul-ts in Tabl-e VIII indicate thaN over haLf the

íime on every day of Nhe lsreek during \967, more then 5O¡q. of
saJ-es occurred, ab an advance in price oyer the -pre.rious sal-eu

For examplee on ZLr of !6 Moncla;rs, more than half the sal-es durin.s

bhe day occur::ed aL an acivance in price* Tn con'brasb, .L.here were

only i,i":o days dur.ing bhe yeåre bol,h Frid&yse on r.¡hich more l,hen

Sj'fr of seles du::ing the day occurred. at a decäine i,n price, There

were rel-aLivel-y fen days rodren more fhan ffia1f of sales occurreci

wíihoui a price change from 1"he precedång sare* F::Íces î,,rere gen-

e::a1-1y much rnore siable on Friclay tha:n on olher eiays" 0n one day,
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FREQumicr DTsrRrBir'TTON 0F ilÅTS l,frrH ¡,TAJORrry oF sÁLEs
OCCURRTIJG $"T HÏGIÌER, Lohr&l oR Nû CFLANGE IN HOG FRrcE-

0N TELETÏPE, trrIl,üirtlpEG, l-g6?

l'h¡r¡rber of Deys wiih over
501Í, of SeSes Occurrine a.i, TUii ï1mll TI]Ïi lrnTi,101{

No change
H'i oher Þni ¡a

ïøwer Pri.ce
Total Obserwa'i;ionså

1+61-l_z
2L 29 31 3L 35cÕ002
t+6 5l- 52 5z 5L

3*Total- 
n.umber" of obserry.aiions ås

because of hoi-idays on uhich the
J-ess 1,hm 52 ïar sor.re days
market l+.as closed..

Apri'l- \8, 861â oí saL.es shor.recl no change at aJ-I in price" .i.his

rras the onry ciay in "'he year idnen i;he 'L,etetype price pattern

fol-l-owed. ihe typåccå pattern oÍ' pr"ivate treaty prices.
' ïi ís evidenL i,hat advarrces in pri-ce during. the day is

a heavi1y domi"nant paitern, particula::l_y on Frid.ays, rn exanrining

the speci-fic prÍce patterns within the day (in tne next section),
ii vrill be observeci tha'b the l-owest pr:tce d'ring fhe day almost

invariab-L¡r occurred at the fårst sare* the price pattern. wi.thin

the day 'ûypically hacl. a¡: upl,rard 'Lrend 
"

fi, shouLd be noted that a high percenLage of sa-i-es repre*

sen''ing an a.d-vance in prÍce clid noi necessarÍly meån ð. ï-arge vari-
ation. in price, Prices rn:igïrL be increased but onl-y in mod"er"ate de*

gree" For exarnple, ot-ì Jrrne Ç, 196T u every sal-e occurrecl at succes*

sivelv- higher" prices but the total- price range v.ras onJ-y {$t,35" 1r,
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conbråsf, on r\"u-gust u+u 7967u ihe price rå.nge lvas Íiz"2o vñite

an]-y 56',( of saJ-es occurred at, increased gvrices, The price range

wa.s greater ûn Au"gust ld though tlre price advanced mucir more per.-

sistentï-y oil JunÊ 9, The fÍgure in Tabl_e r/Trr indicai,e onT-y hovr

eponrranflTrr nr.i^e changes of each Ì;y¡pe dominatecl the sal-e Lo sal_e,j/ y!.¿vv v¡¿!4r6vú v¿ vqu

patLern ibr ùhe different days of i,he week"

I'fajor and signifícant price patterns durÍng ihe day wi]_I

be di-scussed in the next section, in rutrich ì;he magnifu.de of prlce

chartge anci- the direci;ion of rnoverLent t"¡il l- be consiciered joini;I-y.

ïntra*Day Pri ce Pattern

The Manitoba äog t'{arketing com¡alssion oper"e,tes it,s cår*

cuif daåly fron l-ü:ûO*}2:CCI Â*14" ånd l-:00*Z:00 p"l4"e l,ÍoncJ.ay.

i;hrough Friday" lTre price varies by the .Lime of day as rr,e1l" as

by rlays of Lhe T¡Íeeku Prices vâry even ror- successíve sal-es wåi;hj*n

a feþ¡ minutes" This is a 'bypica)- characteråstics of tetelype

prÍcing while the priva.be 'r"reaty se]-J-ing systern, by contrast,

exhibi-'i,s onx-y periodic price ciranges,. usuaS-1y only one price

change per day, tïre change from one clay to the nejcL,

å. <ionina:r.b char.ecteristic in 'the Nel_etJrpe price patlern

ås thaL the J-ovsest price usualiy occurs at i;he fi.rst sal_e of the

day, For 196? there v¡ere oirry 40 market days out ar z5z ldren this

conditi-on. dj"d not hol-cl, The excepij-ons occurr"ed. e.bout Nvrrice ae

ofl,en (i-3 tj"mes) on Friday ås on âny o.f the oNher d"a¡,s 61" i¡,*

week. l4oreover, the pric+ a1, Lhe fir.sir *al_e of the d"ay vras usuaÏ-J-y
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l-ov¡er Lhan the pr"ice of Nhe J-asi s.ï.le on the previor:_s day" Thj s

condi tlon hel-ci for all- bul LB market days and on 1,2 of Lhese ihe

Price for Lhe first sale -was the sane as Nlie price of ihe l-ast

saJ.e on the preceding day" Ihus, onJ_y once yn 252 days ctid fhe

markei open ai; a highe:: price.Lhan the previous day€s close" Early

saJ-es during the day ::arely pr-odrrce the best retu::n bo Lhe pro*

ducero Producers delivering fheir hogs to bhe sbocþard earl-y in
the da.'r usually receive Lhe rowesl price (ancl_ perhaps the lowest

refurn) of the d.ay, and e}nosL always a l-or"¡er pr"ice than NhaL for
bhe 1a.s1, sal-e of 'Lhe previous day* This would encourffi,ge prociucer.s

to mar"keL theår hogs ra.i;er" in fhe ciay, This L:esoonse çour-d be

predicbed frorn ]moi'd-edge Lhai a high proì:abi]-iiy exisi;s that pr.Íce

wj-ll advance d-ur"ing the d-ay (n.LentioneC" in .bhe Lasi; secLion) a^nd

fha'L a high proportion of 1,he price paN'beyns r¡ri1,hin the day revear-s

an advance'r,o a Feåk, follov¡ed by a d.ecI_ine (see Table TX)" Én aoe:

quate expJ-anaüion of these Srhenornena" is beyond the scope of i,he

present sbudy. iJor,rever, Nhe frequeni devia"bion from .hhe usual p&Ltern

on Friday may be associaLed in some vray r"riNh ilre cl-osing of planr,

operation for the v¿eekend, The packers ¿Lppeared io bid aggressively

at bhe beginning of Lhe da;" en Friday and less aggressivel¡¡ J-a.Ler

in the day- the f"riday prices on i;hese occasions reacheci a peak

eatLy in I'he day anci then decl-ined so that ùhe lowes b price occr¿r"red

T.ate¡: in 1,he riay.

ïn analyzing hourly hog prices on i;elet¡rne for Lg6T, several-

dåfferenl paLterns r"flere observeclo Theee included a. price movement
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t¡ibh an upi'rard i.¡:end bo a. high pcÍ-n,;, foïlo.wed by a subsequeni

dec3jne, leaving a sångie *peakrr in i;he series (see seciion Tr

of Figure z), sinr-i-i-ari-y, ino or mor:e peaks rnighl, ocÇm- or i:he

pr"ice migh| be quite stable (ny oelinil,ion, vary onry v¡ii;hÍn 20

cents per hundr.edvreight)" In ad_cli-¿ion., a Trrice paliern of a. de*

creåse Íollor.¡ed by an Íncrease vras cìefined" as a utroughrr (shovrn

in section rrr in Ïrigure 2)" various degrees and direciions of
price charige l"¡i-thin ihe day are reported in cletail in Tabl-e IX

and classif:_ed in price pa1,'Lerns in Table X.

þpes of price change conbributing lo disíincbive iencle'*

cies ca-lled ttpat,terns'r are specified belour" These ai:e requi¡,ed .lo

foi:rnul-afe precise deÍinítions for single oir mr_il-tj.ple peeks or"

froughs, lkey are specifieei as follows;

(f) S; any series oT suecesoirre sales j-n v¡hich the r-ange of pricos

i-s Less than ?0 cent"s per" cvrb.;

(e) a: any series of successive sares in v¡rrich Nhe price advances

cumul-ativeJ-y by ZO*50 cents per cr,rt,, isithout an inüervenine de*

cl-íne of 20 cenLs or more;

ß) laz any series of successive sêres in rdnich i:he price advences

cumulaLivcl-y by more than j0 cents per cwt. rsithout, a:e in|ervenine

decline o1 2O cents or moreË

(¡*) ¡: any series of su-ccessive sales in,¿rhich the price declines

cumul-aiivel_y by ZO*5O ceni;s per cwb. r"¡ithout, an intervening prriee

ådvance of 2O cenis or moreå

(5) ÐDs any series of successive sares in -,,/nich the price decLines



50

cumuïatir¡el¡r 5y more theJ:r 50 cenbs per c.?f1,. i,n¡-bhoiiL an in-t erveníns

ï:rice ad.¡ance ol 20 cents or mores

Acco.díng to i;hese specifícations, priee paN-berns during

Lhe day r,orere cl_assifíed and identifiecl by various combÍnaLions of
Nhe above s¡'rnbols foi" al-l- market da¡rs 1r-, Lg67 " Several_ syrnbol_ com*

binaLione r=eflecf essenti a1ly ihe same Nype of pri-ce movemen.L" Con*

seogently, these r,flere glrouped together and classified as various

price trpatternstt (see Tabre TX)" Ten distinctive ¡:rice patter"ns

are depic-i;ed in Figur.e 2" Tne natu.re of j;he dom_i.nanf price patterns

of each, gïûup cayr be describecl as fol]ows:

Stab1e paLtern (S): P,:ices changing only wiihj.n ü, range of.ZO cenls

cluring 1,he Ca;1r"

rncreasing paLLern (r): prices movj,ng r.r"pi+a::d by rnore r,han zo cests

dur.ing 'Lhe period withouù any intewenin,q de*

c]-ine of more than 20 ceni;c.

Sing1e peak patiern P(1-): prj-ce moving upr,,"ard. by more than 20 cenLs

a.nd subsec¡:en|J.y dectining by more than Z0 cents

I-eaving a single 'upeê,k" ín ihe series, usual-ly

fo].lov¡ed by a sfabl_e price,

One and one*haI.f peak patfern p(tå): Frices moving upwe.::cì. in excess

of 20 cenls folloured- by a decline of more [han

20 cenLs and a. subsequenL advance of more i,hari

20 cents"

DoubTe peak paite::rr P(2): prices mwving up ihen dor,,"n by nrore iharr zo@,

tvricc in succession. leaving iwo peaks in the series,



IT-uciu,aiing pai.bern (PF): Prices ad.vancing and deciining cumu]-a*

iivei¡' by nor:e than 20 cenis, more than *,,i,¡o

i,imes in su-ccession, leaving nore than tr,rro

peaks orbroughs in the series,

DecT-iníng paùier"n (Ðe): Prices raovÍng dor,¡nrriarcr by more than zo

cents during the period without eny inter-
r¡ening advance of more than 20É, Tnis pati;ern

r*as usuaïLy preceded by an initiaj- periocl of

stabl-e prices.

Single trough pal,tern f(f.) s üsual-ly cornmencins .çdLh a periocl of

sNabl^e prices, fol-ioiu*ed. by a decline of more

than ä0É e,nd a subseqrrenL advan.ce of more therr

20 cents forrdng a, ttiroughr{ ín the series,

One and one:hal-f Lrou-gh par;'r,ern T(få) e i-rsua)-1y begånnÍrig "ørth a

'períod of stabl-e Brices, folT-or.,ied b3' a d-ecJ-ine,

an advance a"nd a iurth.er decline, each of more

'i,han 20 cents*

Double trough. patNern T(Z): Prices moving dolrn-r then up iwice b¡r

more th.arr 20 cents in each insiance 1eenring

tvro troughs in fhe series,

ln the case of ihe increasing pattern, the Á*S conh,ína*

tj,on. (an inítial advance of more than 20d fo]-l-owecl b¡' relai;ive

stabiiity) of p::åce changes occurreçl an jj days a:td the ÅA*S

combination occurred 2s 'times" These Ll'ro of the fi.fbeen cornbÍ-

nar;ions observed in thís category made up abou"i, 66'fi af L]ne
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DïsrnrBlrfrON oF pRrcE PATTEP,IIS l'ff1'Hr¡I TIÏE D.eJ BT TypEs
OF PRTCB CHANGE Á}TD BY D.6.YS OF TIIE hTEEKs ]-96?

Conbinations of Price Chanees l.{01,{ l.üED THU FRÏ TÐTAL

Al-l- combi"nattons
A
AA
É"*s
t\Â c

ffiæJ

s*f"( s*.åA)
S*A-S
A*S-Í" ( ¡tA*S *Á., Á-S*ÅFr )
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fià ê n ñ ñ
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a"A,-S*&{*D*S
,1 ¡^ñneu-ùÐl-r,
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02"0017
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T.åBLE T,ï {Cont")

Corùinabions of Price Chanees TI-IU FNT TOTAI

i.*D-É-=S( ÀA*D*ê"-S,
å/I-DD-A-S, AÂ.- DD-AA* S )
1r*DD-S-ÂA(AA-ns*a)
A-D-S-ll*Á"4-S
A-S-D*:A-S (ÄA*S*D*É"-S )
A- S; Ð;A ("1-r-S* IID- Á- )
A_S*,{_D*A*S
A-S -.4.- D-A ( ¡*'r-s-¿- n-"e" )
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"41I-DD*A-D-S ( AÁ.-D*Åj.-D*S )
A-D-"{*S-À*11-S
é"4-s-ÐD-.fLi.*D*S ( AA*S*llD*.43"*D )
:LA-S-.4"*DD*Å*D

"4Ll- combína.tions

Al-1 cornbinations
S*D(s*ln)-
S*D*S-D( S*D-S-D*S)
DD*s( D*s)

Í.11- conrbinations
S=DD*A(S-l-.A.)
S-DD*Á*S( S-D-le*S)
DD-Ä(Be-44.-S)
D il*.a,{- s-11- s ( D*A.*S-AA- S )
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Al-l conrbi nations

Dou.bl-.e Peek Fatt,eLn_ p-(?)

L5550
12.320
2üi"j0
i.Õ1-0r
02000
üiû00

E+r¿ç luaÐinq -P._q*Js,q$ ( TI ) ?1i_62.0

!"e-c¿eq_pj"nÊ patier1l ( DeJ
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].000öl_
001-Lo2
00201_3
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4

2
I
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1020t+T
00:L0l_2
1_0i-01"3
000022

30043Lü
û00033
i00102
l_00102
10C2Õ?

!91,1Þ1S ,kqueh fai;l,-er:n T(Z)0l_000
a,
This pattern usualLy invol-ved a

the day, this sel-dom occurrecl in
b

ttr pr"ice ¡ral,tern invol_vÍnÊ more
d.e.fined as rlfluctuatinsrt,-

definife overall
ihe other rtpeåktr

ihan Ll¡c peaks or.

decline du.r'ing
cases e

'Lroughs is
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?rj"ncreasing$t patLern" füe typicaT- type of mo.,¡ement wiürin i;his

pattern h/Ës &n adva"nce in price fol-lov¡ed by a rrstabl-er? series*
Sinrilarly, Lhe Á*D*S combi-naLj on rrî"as ciorninant ån ihe single peak

ca,tegorry; Å-D-å and É"*D:Á.-s in the one and one*half peak category;

anrl Å.-D-Å*Ð and -å.*D*Â*D-s in the d"oubl-e peak categoï.y" These charac_

Leristíc pr5.ce movemen{, combinations indicAted that i:he packers

usual-l-y avoÍd bådding aggressivel-y at the begínning of the day and

laner bid i:r & müre aggressÍve manner and finar_i-y i-n a r-ess *ggres*

sive afr^nrrer,

Ïn Table X, the cåsbribution of price pai;Lerns i.s sufimarizect"

by days of the vreekn Hog prices vrerû (rstabïe d.uring .L,he d.ay on onSy

five occasione in lg67, or abouL Lwo pereenfl of Lhe tåme" Th*f is,
pri-ces r.ar:e3y fluctuated by J_ess iha,n äO cenLs per ci."rb,. This ån*

stabiS-ity chare.ctez"åsiic r,¡as a"lso evådenL in Tabl-e vrr" pri"ces

shot¡ed å, very strong f,endency fa1 rtps¿ku dur.ing e&ch cr.&y, .É,bout

9ö'fr or the market days were ch&,r'acüerired by a price pattern i,¡hich

began at a relatively low l-evel- and" increased" Trat, is, bÍdding
ç¡&s restrained at the begiruri-ng of the day" Especiai-J_y domi-nant

was the increasing pr.ice pati;ern (f), a riee j.n price noL follovred

by a subsequenl declÍne, a pa't,ter.n occurring on abou.¿ i?,1" of aal
rnarket d"&,ys*

É. price -pæ.'',tern ån.¡oLvång more than tt*o peaks was d^efined

a.s t¡fl-uctu&i;ingrt arid srnrbol*jøed" e.s pF, Th* stabl-e snd fLuctua|j-nq
patterns i"¡ere simil-ar in tha.t príces moved. both up and down but
the fl-uc'i;ua,tíng paitern ånvoLved a rsider range of price change
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T.Àlll,E x

FREQUEI{CY DTSTIìIBIIITON OF 'TELETYPE PRTCE PÁ.TTBPJ,ï
l"IrTHl{ THB Dl"T, l,ün{t{IPBG, l-g6?

cl assification of Price Pa'btern Ì"fO}i rtrfl l{ED THU FRT T0Tp.t 1l

I, Stable Price

Stable (S)

ïï. lni.tiall-y Increasing prices

Tncreasing (I)
Singl-e Peak P(l-)
Ðne & a hai-f Peat p{Xå}
Doubie Peak F{Z)
Fl-uctu-ating ( PF )a

Su,b*totaL

III" ïnitj-a1T-y Ðeclining Prices

Decreasing (De)
Singl-e Irough T(l )
One & a hal-f Trougfr T(1å)
Dorrble Trough T(2)

Sub-total
h

l0ral_

20 ä_ 2J 13 l_B 939 r_À É i-8 1"5 6t+
7?998/+o
h.555019l-16201-0

Ur Iß Ì+9 UT &l- 226

j-020j+?
3O0Ì+3t0
r_01-L03
CI10001
<1?Ëriô'1/r-))tLJ-

Ì+6 51 52 52 51. Z5z

.)ô

)ÕoY
/-)ø4
15"9

te-t

&oo

89"7

4øl
4.0
'Le É.

u"4

aì-o")

I rìrì n

*The fluctuating category is incJ.u.ded in
in al.l- instences the firsf prico movement
the opening price"
h"Tie LotaL nurnt¡er of obse.i:vð,tj.s¡* ås l-ess
of hol-idays,

the !rTncreå.singrl group becâuse
i:epresented, an a¡ivance from

rkåJlr 52 for some da)'s becaçse
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than the sbabl-e paLtern did" Tre ftucluating pr.åce -patter.n aJ-so

occurred twice ao freqoently as ùÌre stabte pablerxr djd*

ïn cornpa::ing Lhe frequenc¡' of inÍfial-Iy L:rcreasing anC

initial]-y d.ec]-iníng prices, a very sharp contrast is obvious"

0n only 2ï- days, or" e:ï-gh-b 
_pe::cenl 

of the Ì;ime clid ¡:rices open

at a high l-evel- and subsequently ciecïin.e" In conLrast, prices

began at a low l-evel- end subseguentJ_y advanced on 90 percen{, of

the market, days Ln L967, There is no theoretieaJ- bas.is for ex*

pecting the increas-íng price pai;ter.n i:o occu-r more f::equently Lher:

the decreasing pattern íf facrors affectÍng pri-ce d-eterminat-îon

occur randonil-y' and are irnmedåai;eI-y refl.ected. in price acì.justmenlr*,ä&

ïn a, random dis'Lvd"bution there v¡ould be ari approximatel_y equa.j-

p::oportion of the trrc patterns* By calcul-a.ting i:afios of fr.equencies

f¡'om the resr¿l-ts in Ta.bl-e l, a striking contrasi betv¡een ,uhe cor*

responcling opposj-te cå.ses is 'inclicated as shovmi in Tabj-e xï"

Tó.BTJX XT

COT"ÍPÁRTSÐN OF CORRESPONDTNG OPPÛSTTE TTFES OF T\TRA-DÂT
rEf,F,TypE PRICE PAT'IERI{S, hrT}ðI{IpEG, 1g6?

(a) tnitiatly
Tnnna:¡q'inr Þni na

/r \
\ D I lnl-Ll-ä.-LJy
llcn'linin- Þ-i..a

Ratio
(a)/ (¡)

Pattern

De
r(1)
I \ r-ãl
r( e)

Pattern

(ï)
p{r ì

þrîår
p(e)

Days

93
o4
4u
lq

Days

7
:LO

)
t

| <¿ I

k"1
t 4è |

I O,1

)n
Insi;iLubional- fac i;ors

i,elebype sel-ling mechanism or the
¡:rûcess appar"enLly &re non*random

such as sel-ection
n:t-rr-np nf hrrr¡a-nc I
in n.ature"

of price 'bapes

b*havioz" in the
in Nhe

Ìri rì¡i'i n*v Àqs¿À r¿5
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Pri ces 'i;endeci i:o ríse vrithoui a subsequeni decline abou.t

1J times as often as the iiever:Ëe patter-n occu.rredo sinirarì-y, the

sÍngle peak pati;ern occurrecr six t-imes as often as fhe single

tr"ough pai.bern; the p(l-å) paLtern rJ tirnes as often as the T(1å)

pattern and F(2);T(Z) -dð,s Tg:1" Tkie evidence is very c]_ear zha",tu

in i;he Menit;ôba teletype system, ttre prícing mechanism resul-ts

in a iypical- pricing paiter.n v¡ithin Lhe day of a lov¡ begÌryfpg

price fol-J-o-wed by a progressive Íncrease 'r,o a peak forthe day,

Sometj¡res, prices then decline from thai peak before lhe ::narket;

cJ-oses for the day, or there mê,Jr be a ser"j^es of peaks. The ï"everse

type of patie:"n rccurs bui seldom" TJre maín objective of this study

w&s to investigaíe and ci-assify the price variations anC, iCen¡ifir

characteristic pricing patter:ns in Nel elype selU".ng, The e,xplana_

tion of the price behavior observed rnioul,d regu-Ì"re further analy'sis
'beyond Nhe scope of ihe presenL stucly"

The p'ice patterns s,"ere rather similar for aT-I_ days of the

ïreek, a consistent price increase being tlie npst conìrnon pe.ttern

exeept for Tnursday vfien the ÌncreasÍng price patiern occu-rreci

less frequenbþ than díd Lhe síngte peak 'patfer"n, Tn the inc*easi.ns

príce pati;ern, the ÅÅ-S combinatÍon ?#ås dominani on l4onday and

Ttrursday v¡fråj-e the Å-S combinafåoi1 l.^,"as most corninon Ðn other d.ays

of Lhe week" Tre singl_e pealc a¡as the next nost common pat|ern for
ell o|her d,ays except for ]rÉed.nesday when ihe one and one-haif peak

occu,rred sråghiiy more ofien" The singl.e peak pattern occuryed

mosi: .frequently on Thursci.ay (ffi Nimes] least frequenily on Tfednesday
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(8 times)" The i;y;pical combj.nat'íon in this caLegoÍ"Jr l-rå.s A-D-S on

aIJ- da¡rs of fhe r{eek except, for Fr..iday ,,.¡hen the A*D combination

occurrecl most, frequently, Friilay had a sonevdrat higher incídence

of stabie or deelÍning pa,iì;erns i:han other days" No double peak

or fJ-uctuatÍng patLerns occurred on Friday, The l{ednesday price

forlovæd a fï.uc bua'Ling pati,ern more frequently Lhan dfd rthet of
other riays- F¡:ices seemed to be mosL sensi|ive on ]¡,"rednesday and

Thursday and l-east sensiiive on Friday,

Ån a.dd-ì tíonaå pr¡i sing phenomenon r¡¿s the d.eferrnent of the

first. sal-e until- after l-:- Á.*M. on seven d-ifferent d-ays ån Lg67 
"

This tine iag in the opening of sal-es rnighi have been du-e to me*

eha¡ricar or ùecir.nical difficul ti-es but the reason is more T-J-l,;eLy

due to the refusal- of buyers tÆ bid in the price rånge offered on

tel-et¡rpe" ltJo records are avaiLaþle af tapes run through iele-bype

for t¡hich no bids r,,rcre register.eci" Presumabl_y the Commission î1Íâ.s

atl,empi;i.ng t'o seL the price å.bove the equil.ibrium price as judged

by bqyers or el-se the buyers rûrere attempting to force the price

dor'm, 0n these days no saJ-es oscurred untiL eíi,her. üre conrnrission

or buyers or both acljr:.s-Led- 
-1,o 

bhaL siiuafíon. Derayecl openjng

of sal-es did not occur f:requ"enfly enough to permit si,a.LisLicaj-

anaJ-ysis o.f bhe circurnstånces"

ÏIT" DAY_TO_DAY PRTCE V,{RTATTON

flgqqPgJìqy Distribution of qa:i]-y Ffiçq Changes

Tthe'Pxa^rrair^-" disfråbution of day to day eharrges j-n the
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averê,ge pricee measured with respect i;o i;he nagnitucl,e a.nd direc*

tion of the ckrange) rra.$ clear:Iy differen| for beletype ín irfinnipeg

in L96?, pr'Ívate trea'i;;r in Winnipeg i-n i964- and ín Edmon'Lon in

2967 u but was simil-ar for tel-etype auc'bion and direc'b saJ-es i-n

Witrnipeg in l-967 ( comparing Tab]-es XIV arrd LV). Tne most frequen L

change in the averê,ge dai]-y hog price on teletype in lirinnÌ-peg in
l-967 v¡as an advance of 25 cents or l-ess bebv¡een successi-ve days

of i;he r^¡eek excep'b for }fonday to T\:.esday lrrhen 26*50 cents ¿eeli¡re

wae moat cômmolle There rsere natu-r.alJ-y few obser.vatinns in tlre
cla'ss of no change from one day to the nexi; because i;his rep¡:esenùeci

a sing3-e ,raïue, not e rêrrge of possibl_e val,ues"

ConveE çel y, å'n privaie treaty in rrtån:ripeg ån 196& and_ i.n

lld.monton in 1967, rero change ï;€,s the Ìr$-ghes.t, frequency on evÊï"y

day of the week" specifical.ly, there were l.g instarìces (about g6il

of the times) in vrhich no price change occurred betr¡¡een ll"rursday

end Friday in Nhe Winnipeg marke,¿ Ln J-96t+, Zeïo change in price

r*-as regístered on aLl-.occasÍons in the Rlmonton rnarkei; during j_962

for same pair of days, Íue", fhe Friday prÍce r,m.s always identical_

iru'ith 'rhursday price, rn the case of private treaty pricing, about

95/' or the ì;ime, the Thu.rsday and Friclay prices rrere identical,

ihe"pricing Tdas quiLe rigid And p::ices 1',,"ere unresflonsive to suppl_y

eondil,ions, This is one typical chara.cteristic ín Nhe private

treaty se]-ling method, Hol.o"ever, ån te]-eÌ;ype seil-ing, zero priee

change Í"rom day to day oceurred- l-ess than ral, of the tåme for each

day of Lhe week, or 5'fr of ihe time for the r,¿ho1e t/ê&r.o
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Frice chamges of I ess i,han 25 cenis in aþso]-ute value between

ciays accorrnted fo:: aboul, 87!f and 75,il in -,,,rinnipeg in l-964- arrd j-n EdnonLon

in1967, respecl,ivel¡', buy a3Iy l+2,Í. for' ì,eiei;y¡:e aucfj-on (see Table X\¡I).

i'{oreorrer¡ pr-ice cha:rges of more tha;: Í|1 "CO ]¡er cwt" i"rere absent in pri*

vai:e treai.;y sales in !üinnipeg and Edmonion but on z{ occasions price

changes between days of rnore fhan lût"OO occu-rred. in l:he teteLype systrene

fn Tabl-e XVÏ, it is indicaie that [,he fr:equ-ency of a.bsolu|e price change

between days was concentraied much more in the classes of smaJ-l changes

in priva'ue Lreaty than ii: r*as in Ne1etype. These resu-Lts showed a me.rkecl

conirasl bebv¡een lhe teletype and private treaiy selT_ing system eiiher
j-n Edmonl-on. in ï967 or in i/inn-i-peg in 196ll. i.,¡ri.h r.es¡:ecf fo day to cla;r

price variability" lhe hog price changes ulnich did occur from one day

fo the nexi v¡er"e of greater magnitude Ín the ì;ol-etype auctiorr ihan i:hose

in prive're 'ureåL,y in ihe ye¿rrs compared"

Under 1,he 'celetype selling system, pr:Ì_ce exhibi^bed a fendenc;¡

to increaËe from fhe previous day on Ì'{onday, 'rnursday and Fricìay ancl

TABÏ,8 tr\IT

SUI\þIåRY OF FREQIJF$ICY DTSTRTBUTTOTT OF DAY_TO_D-&T CI{ANGES ]N
HOG PR]CES

Amount of Åbsoluie
Price Change

{é/cv¡t. J

PrivaLe Tl-eaty
hlinnipes" 19ó/*
(oayã)"- (:tl

Private 'I"reafy
x&mont on. IYb'1ì, \ - ÍÅ\\oaysJ \1")

Teletype Á.uction
I,{innipee" ï967
(¿ays)-' (ß)

o"25
25*50
5a*7 5
75*r-00
Over 100
1.^+ -'! a!V VG¿

Å'7 2

OA
,-}|,l,

no
0"0

i_00"0

.-]ì, a
1A O

3 "l',
laJ

0"0
l_00"0

l+2.L

'1¿: ,J) ø+a2
a'7

100"0

144
fÕ
oÒ,()
2?

2L+7

L5l+
¿!1

t;,

o
¿vQ

21 j.

(

)J,I

*Total number of
oi: lack of market

observaNi"ons is less
repori,s 

"

fhan 260 beca,use of holidays
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to decline on 'lhesday. lrlednesday changes r¡¿ere eerxsfly oÍ-stribu-ted

be|v:een positive and negai:ive, The price ad'ranced beLr"¡een Thqrsday

a:io Frida.y about 55,fr af the timeu the ]-argesN per.cen,c¿ge for any pai_r"

of days. rn very sha.rp conL::asL, the price advanced on no single occasion

from Thursday to Friday in p::ivate treal,y sales in winnipeg in 1964. or

in Edrnonton in L96? "2o rt addiLionu the greaLesf ru.r-mbers of large price
advances and dec]-i_nes were rnade fron FridgSr .uo Monday and from Tfecinesday

to Thursday on ûe1eLype" Tn oi:her l'Jord.s, pr"iees fl-uctuated rnos1, on Lhese

trso pei-rs of days* In privaLe tr.ea.by in Winnípeg in lg64u bhre greatesi

number of advancee and deel-ínes ,,o,rere måde from F¡:åday rlo Monday and þron*

dey bÐ Îr:iesday, e:rd ån &jmonion in t96? the gr.eaLest number.s of both ad*

1lånces and cleclånas octlulirec, from ìi'riclqy Lo i4onday* In sum, i:he magpi-

Luces of ¡rrice changes and ihe frequenc;y of: price ehanges .f,r"om the pre*

vious day "'uere much smäIler in prival,e Nreatl Lhan on ielei;ypo. The com*

pa::ison of posiÍ;ive and negal.ive d,ail_y price changes vrill be marle ån

ths next tv¡o sections*

tlem Ðelty _Che,nge þX Deys ç{ _the W-eSk

The ari-ùhrnetic me&n was carcur-ated of fhe everâ,ge advance

or deeline in price fz"om Lhe preceding day for each day of the

week foi: a rdrole ¡rêa.ro Under the 1,ele|¡rpe selling system, lhe

å.veT'ê,ge price of hoge on l"londay averaged. rnore Nhan eieht cenfs

ZbTh* Fridæy pråces were ælmosÈ idenLieal v¡åth Tnursclay prJ.ces and,?;ere nob ¡sspsneive fo suppl-y var:iaùj-ons, Tne Friday ås a ricl-eä**up*,¿*¡,
for fhe operal,íon i¡r the paeking planb when an a-,,tempt, is maJ*-to eomplebeÙhe slaughLer of-ali- hogs reeeiveci* The vo}¡me is reis,tivety small a¡rd the
Ð"t+e* on Friday ås eustomarity based dír"ec bly on ùhat of thË fi*äious aay"This pråce characl,eråsl,åe ås üypieal- for private Nreai;F sales,
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peï" üIr'L@ above Fridayss åver"age priceo The aver&,ge pråce on 1l¿es*

day and. lfednesd-ay was i¡lpicaì-l.y T-ovrer than fhe pr"ice paid on the

rcspeeiive preceding d,ays" The p::ice on Thursd-ay and l¡riday l,nas

higher than those pej"cl on the previous deys by about .L-r";o cents

errd seven cents per cwb., r,esÞeciively, I'or j,he yeå,r as a whole ,

these :resulbs indicete thaÌ; hog prices on Ì,,Jeclnesday ïrere gene::aåly

the Lowesü of the r"eek. Tabl-e )fl/rr i.ndicates the average daiTy

price and the mean of the d.a¡r-ts-day cha:rge foi: each day of fhe

tæek for Lhe year aS a t¡hol-e" 'lfiese t*,t"o me&sureÉ &re cgnsis.i,ent

rrrith each oihe:: and il-lust::aie tire i:endencies meniioned. å,-bor¡çu

T.eËt qf Lqq+T-¡=ly q{ -!.þe N@lqr .q{ Positive lfssativg Chq¿rees

T,heoreficalTy, in fhe absence of a l,renc uprorard or dor.¡n*

ward for" '¿he r'rhoïe period, the frequ"enrJr of price ad-vances and

decl-ines i,rou-Ld be equal- if ihe pricing system iç neutraj- with res-

pec'b to adju-stments, i"e,, the probabål_it¡. of posiiive pr.ice changes

r¡cul-d be Lfz" The nu¡rber of positive ci.aÍ]-y changes in price r,¡ould

be id.entical rrith 'r,he m:-nober of negative changes" 'ift.e test resu-lts

are shovrn in Table XVITI.

ïn private tr.eaty saJ"es in lvinnipeg in l96i+ and in Ed.mon^

'bon in L967 u there wå.s no signi.ficani clifference be.i;irreen tire mrrn*

ber of posiLive and negative changes except for i;he Tuesciay i;o

idednesday change i-n'¿he Ed¡nontorr narkeb, rt, shoul-d" be noted thai

the rtno prÍce changett category accounLed for a high proportion

of the charrges between da¡'s 14 ihose tl,uo markçts, Even though

4 h.t@¡q
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the d,ifference in ihe number oí positåve åJ-rd negative changes

on TilE-Ì,''ffiD in 'r,he Edmonton markef was significant. Ì;he nurnber

of posítive and- negaLive changes v,'rre cornparaiively much snarler

than i.n the tei-etype auction"

ïn the case of Ler-eíype å,ucLion, there was ð. signifícent,

di fference beil-¡een the num'rrei: of posi j;ive and negative cha;rges on

thr"ee out of five days oÍ .bhe week, 'fne "r4oncì.ay-Tuesday charrge had

a negai;ivc z val-u"e vdrich indicaLed that bhe nwnber of negative

price changes vras signi,fican'Lly greater than fhe num'ber of posi*

iive ch.a:rges' FTowe*re::, t'be 7, va,Lu-e r^ras posi tive for hred.nesdair*

Lhursday and thu-rsday-F::iday indicaiing ùhat the posibíve price

changes for t;hose days xous** significanLJ-y greaf,er i,h¿,,n fhe nun-

be:: of nega-bive charrges.

Tne i;esf resuits in't'æble -,v*ITI imp1ied that the hog prices

tended to rlecl-ine frorn Ï.{ond.ay to fr;esday and shor*ed a signi-fj_cãnt

tendency to ad"vance on Thursday and on Friday from the preceding

day*

Daily trariabilitv of Pri-ce o{ Ilqeq

Aye.J:*gg darly pfLcs sh_qn&e fq¡l !þq yqar ês_ a ïdrqig. One

r,1eå.sure oT daily ;ori ce verial:il-åty is the absoJ-u-te sine of change

on 'uhe åvera,gee from one d"ay to the nexi" Com¡:arabJ-e meå.sures of
ihis change for Í.he cii-ffereni" days o_f the .¡seek can be obtained by

expr=essing the &l/eråge daily change ås a percentage of the ãveregc

d.aily prioe on the day of the change" These percentages so ceJ-cu.*
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lated å,re referred to as coefficients of dait"y price varianilify-
t¡¡hich removes fhe effeci of diffcrence in the l evel_ of þrice from

one ciå,¡r of the v¡'eek to anoiher"

The average daiL¡r change and Lhe coefficienl: of variabi_

lity were greatesi from Frid_ay rÕ l.{ond-ay excepi for private treat¡,

in 1964 in I'rvirrnipeg r"$ren i;he greatest variability oceurrecl from

I'tonday to 'fuesday, ffid change r.¡as '! east from ïlur"sday to F::iday

in aJ-l- cases (see Table XIX)* Price changes.were sim:ila"r in mag*

nitude frorn l'Ionday to Tu.esday and hlednesday No Thu:rsday flo:: each

mechanism but, ùhe¡" were nuch g'eater in magnåLud.e in the Ne_l.el¡1¡:e

sysiem than bhey r'¡ere j-n private Lrea"'t;y" Direci saJ.es in l,,Jinnipeg

in L967, when pr"ices rlrere based. d"i::ect]_y on ieletype, regis.bered

char:ges app;:oxiäratery equaå in magnitucte io these on .Leletype,

The average dail-y change a,:rd the coefficient oir pyice

va:riabiLity in Lhe tel-etype systen vrere from Lr*o Lo four times

as great as in pr:-vate treaty on at1 days excepl" Tnursda;y,r;a

Friday' 0n ihai day, they were more rhan 20 times as greai" rn
other l^Jor"ds, Lhe average daily cha:rges for Thu-r.sday to Fråday

r,çere rnuch smaJ-l-er than l,hose on i;he o|he:: d.ays in;orívate treaty
in T,',iÍnmpeg in l-96i' and in Edrnonton in 196T " The average claily

change from Thursday to l-rÍday "ums actualiy aero in the l_atter

market. lhis vra"s in significant contrasN to ihe teT-ee¡pe aucij-on

Ín lirinnipeg r'd:ere the average daily change ín Í,he sao'e p&ir of
days uas !J- cents per hu.id_r:ed_rueighì;,

From j;he data in Table xlr, it is clear íhaN 'Lhe prÍce
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veriå¿åon is greafer in LeLebype auction tiran in i;he pråva1,e t"rea'-uy

mechanism in terms of average daiJ-y change and coefficienN of var"ia*

biliLy.

.E_{fçqt a_f s_-egF*ol} qq qêËy variêbili-Ny qf_ pJ:ice." The tíme

of year had an ímportant effect on price variabj"l-ity, pri ees weïe

much more fi-exibLe Ín some seaÉon$ of the year f,hæ1 in oLhers"

ïn i;he case of private Lrea'by in ltrinnipeg in 1964, from

Fríciay i,o Monday bhe average dail_y cha:rge (see Tabl-e XX) lru,s greater

in the last .four"*i.¡eek peri-od (42 cents 3ler crrrf,, ) ttran fori;he sam+

day of tlie week ín ð.n5' other" compe,rahle peråods durrng 'bhe year.

ïn throe four"*v,¡eek peråods the gve;rage chenge rrÍås H€r"re F::orn 'Jhurs*

day to Friciay, Lirere wer:e pr&etieal]-y ner ch&nges et any fíme of

the year, I{og pricee on Fri-day Ìlrere generall-y j.de¡:bieal- i"råth priees

paid on 'Ihursday" From Friday tÐ Monday, the coeffic-ï ent renged

from o to l-*7 perceni for bhe thirLeen foilr*v¿eek periocls, and f:rom

Thursday lo Friday, fi"om 0lo 0"5 percent wiih a uero coeffcj-eni

for el-even of bhe LTrirteen periods" The Thu::sday-Friday pattern

of change varied l-ess seasonal-l,y than did j:he price change pa"itern

for other days*

ïn the case of privaLe treaty in Edmonton in l-96?u LLre

period of the most veriatÌon ín a.verage dai-)-y change f-'rom Friday

to Monday oecurred in the second four*væek period. ar a lerrel of

þl cent's per cwt" , Åt the othe:r exbreme w&s & zerc¡ change i n the

sevenÙh period* From hrrrsday bo Fridey, there $r&s no change in

hog prS.ces ð,f eny ses,Bon and Lherefore no seasona.r- variation, The
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coeffici eni, of varj_abj-Ïi|y ranged frr:m øero i;o i;v¡c per.cenL for
aï-.1- d"ays and periods excepb for Thursclay to l.riday v¡hen j-b ?¡ae

æera 'for aI-I periodm (see Tabl_e XXI).

ïn sales by tel-eb¡rpe, for Fr"iday to i4onday, the B.ver&ge

príce change r*as 95 ceni:s per ewt* in perÍod i-0 and 1Å, cents in
period à" From Thursd.ay Lo lrriday, the averå,ge change r,¿as gl- cenùs

per cwto in period 5 and ï7 cents per cvrL. in period j, In sever.al-

períods, charrges in Lhe åverage hog price from Frid.ay to þfonday

amounted to more l,han two percent of the prices paid_ in -bhose

pe::iods* The l-ov¡esL var.iabål-ity occurred ån per.íod l¡ when lhe

*oefficient r"ms onl-y 0" 5% and the highest varia?rilii¡r occur::ed

Í-n period lo a,i level Õf j,j%" From Thursclay 1,o Frj-day, Lhe fl-uc*

tuat'ion j-n ave::age daily hog prices wê,s gi:eatest in perioci 5 at
abouì; 2*7'l and l-eas'i; in period I at alou| 0,6,q," The grearest sea*

sonal- variation occurred in the l,tednesday to Thursday pr"ice chanse

and the lees| in Thursda,y tñ Friday (see Tabi-e XXIT),

ïn sal-es direci to prants in }{iruripeg in Lg6T, the aver:age

ehange in "bhe deily hog price and bhe coeffj,cj-ent of variabixity
r'rere pre.ctica-lTy identi-car ",øfth teletype price changes j_n Lhe sarne

markefl for the same pe::iod."
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TÁBLB XX

ÀVERAGE DATLY CH,AJ(GE A}.ID COBFFTCTENT
CFIAi\-GE Ï{ ÁVBFAGE PRTCE OF GRÅDE .4

1'REATÏ, BT F0UR*knEK PEIìI0DS,

OF VARTJ.BTTTIY OT DÂTLY
TIOGS SOLD BY PRTV,4TA
lrniNIPEG, l_96À.

Average change (&/evrt,,) Coefficient of Variaiion(;ã)

..âverl-oq*
FRÏ I4OI{ :TUE

*I.-ÍON *TUE -!dED

}MD Ti]U

-THU *FRT
TiJE

-f'{ED

FRT

-MOT\T

MON

-T{IE
irdED THU

*TI{IJ *FRT

o
0

t5

U

o
0

25L7178
883825

?.5 31_ l? 0+j

a3660
0 t3 i-3 l-3

33. \9 19 3!
928625
061-9L9

l-9 13 13 3-3
0L76\3
8 Ì+2 38 33-ajL3619

l+Z ¡+2 25 I

i-
-<.

?
t,

o
I

ô

L0
-Ll
i4J-4

0
A

0
0
0
0
o

1"03 CI*óg
o"33 0,33
I Ats
J-' U) tu JJ
t;5À. o.27
0.0t CI,53
\.23 O"73
0"35 t;08
0"CIt A*Ð+
o,7?.t o;48
0;Õ0 0.65
a^3L \,'.12
t" 51 ö,52
l-" 68 1" 71

O"69 0;31{, 0;00
1.49 1*oo O*25
o"53 0,t0 0"00
o"27 O"oCI o.0o
o"53 O"53 0"0ü
4"73 A*zL 0.00
O;21+ O,95 0"00
0"?4.4"74.0^00
0"&s 0"&8 0"00
O"2l+ 0"â9 0,49
L*55 L.3O ü;00
0;26 ö,77 o;oo
1"03 O.3Iç 0"00

^{ver"age ta o"60 ö,79 o"68 0"63 o"06

o'Tn* year is dirrid.ed tnto bhirteen periods of fou¡: l.reeks for r,his
calcul-ation,

l-brt/
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TABI.E ffiT

-qV}T"ùqGE DATLY CHANGE AND COEFf'TCTE¡ùT OF VARTA3ILTTY OF DÄ"TLT
CÏIÁ}üGE NI ^EVAR"A.GE FRTCE OF GRADE -q HOGS SOIÐ BT PRTV"{TE

TREATY, BY FûUR*i,{flgEK PERTODS, EDIvIOIü,IONå 1g6?

Aver"age Change (É/cwt" ) Coefficien.L of Variation( , )

FRÏ i'CII{ TUE

-l,fON *TUE --r{mD

T.MD THIJ

-T:LIIJ *F.RT
FRÏ iqON

-I,,{ON _TU'E
tr'rtfD THU

_THU _FRI
TUB

-WED

L7L7L7O
t+7 1"5 0 6
3270].7
2.2 27 L3 i-Õ
2833CI30
v7Lü050
ü2028T7

2223233
7oü13

33 30 5 t+Õ

33io730
38025O
L74023o

l_

L

{
L

ry
I

Õ

l-0
i-l_
L¿

nt

0
ü

0
0
0
0
U
n
0
ü

4.59 0;59
L,6h. o,52
L,L5 A,2)+
0;86 1*05
L.0l- l-.1_6
t,58 O;3t+
O*0t 0.71Þ
CI,84 0,8À,
Õ"25 O,00
i ^/ n rALa 1Q LoJ-L
1.31 O"3g
L;52 0"00
0.66 1.60

0;60 CI"00 0"0
0,00 t,22 0"0
0-0t O"6¡+ 0'"0
o,5l- 0"38 o.o
0,00 1"06 Co0
0"00 \"77 0.0
1.03 0,63 O* O
a"B7 0.1-2 O,O
0"00 0"50 0.0
o"l_g l.50 o*o
o.29 i.l-g 0u0
L*02 0,0o 0*0
4.9Ì+ 0,00 0*O

Avera.ge 1c¡IU 1_i_ T7 0,90 a.66 t"J+z 0,62 0"0

aæ'lhe ¡rs¿¡ is divid-ed into thirteen
cal-culai:ion"

periods of four wÐeks for this
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T]TBJ,E XXÏT

.AIJERÁGE ]],A,TLY CH.q\JGE åNi] COEITTCTÀI\IT
CT{ÅJIJGE Ii\] AVM^AGE PRTC,E OF GRADE .TL

SïSTfi'{, BY FOUR-IIÍEAK PERIODS,

OF VAR.ÏAB]LTT.Y CF DÅTTT
I.JOGS SOil] BY TET.ETTFE
I,IÏINNIFEG, i-96?

Average Chenge {$/ctr'",) Coefficierrt of VarÍaiÍon( í")

..Gverl-oo
FRÏ I.4Oi\i TUT;

*MOit] -1fUE -I,\iiID

I{ED THU
*THU *TRÏ

FRÏ
-i'fo}T

MON TUE ¡TED TT{U

-TI'E *I,.,MD *T}IU *FRT

¡,c)

Ì,t
l7
¡1n

+4
5i,
/n

atjt-a

r+5

3r+

73 37
// J+
õ.1 4r1-1 1-)
nl | /L4 ¿+O

25 Lyg

57 87
1n t fL( 4Þ
/ 

^ 
F4oÈ1 )0

7T 20q( {A//
t4 -dt+) )ö
45 3380 17

T¿

a

,)

6
ry

I
q

t0
ii-
12

^/4U Jb

4lt^
tLt, 4v
209
?1 l+0

?)+ l-i5
&0 2'7

22 4ü
rA / ^)v Ðu
q? rir,
vl t¿

89 75
.\t .t /1,t+ )a
67 t+2

L"22 Lr66
ô oq '1 

"ç¡vp /) Le)a

l-;38 0,60
o"32 û,89
a 1r 4 nat")4 4o ()
3 

" 
81 l_,21

0;gB 1,49
L,!+3 1"89
2,06 0*90
2;6a L"g7
2,77 1"Ol
L;36 l-"68
a la 1 

^d-L aOI Io ZÕ

2.t+8 L;23 L.36
1;80 1,1-1 Õ,¡+5
L,32 l-* 20 l-"1-5

0,87 L;96 2")+t
l-"94 2"76 A.16
0" 5B L"63 \"h3
2"l+L 2,09 0"81
2.68 o"70 L"72
3,3L 2.OA 2^gA
L.59 r,38 3;28\,69 't,23 0"gt
2"93 2,89 2,52

Average 53 L,Bt,\l+B /+1 L"85 L"66 \"57 1"68 L.ì+3

a*- fhe year ís divided into
caJ-culation.

lhirteen per"iods of four l,¡eeks for this



TJTBLE XXITÏ

jIVER.{GE DlLrËY CHÁNGE tr\TD cOEFFrcrETüT op v"ARrABTLrr-f or DAÏLT
GHÁ}IGE ÏN AVERÅGE FRTCE OI GRADE ê. HOGS SOT^D BT DIAECT

s.qLESe By F0LrR-i.ffiEI{ FERïOUS, 1,.IT},ltüIpEG, Lg67

Average Cha.nge (#/cwi,j Coefficient of VariatÍon(%)

-Herao(l
FRÏ I.fOi{ TUË

-Ì40T'í -TUE -I'JED

I^IIID THU
*THU *FRT

rRÏ
*MON

J\.TO}J TUE ITED THU
*TUr -tfED -TtltÌ -F1ìI

74 38 41 39
5r+ 3L L6 25
37 36 35 hT16&82a8
'¿r+ h7 69 À'0
55 85 25 t-CI8
l_8 r+5 ¿þ0 ',¿.t*

62 52 22 ì+3

75 20 t+9 60
95 55 8i- 6',7

L3 36 85 76
h5 32 ZJ-v 35
79 75 64 53

n
-L

"Í

f7
¡

l-0
Iå
"T ¡T

t1

tÈ+)
Ì+2
lfl

/1

öU
4v
?q

J,qry/

2,5L 1;2S
L;78 1;03
L"26 L;25
0" 58 L;Tt+
o.8& 1"6l+
1" 78 2;69
o"62 l-;59
2.2L l";88
2;62 0,?0
4'^^a-A^
)q /-Y i øY1
a rlro )o ìoJU
1,68 L"21.
ôñ^^dÎ
d-ø aV ¿6ö |

3-;39 1.30 L,52
o;53 0.83 L;36
1,2l_ l_,61 O;33
0.n- 0;30 0"gg
2"35 l-"35 2,70
O"8l- 3"57 i^31+
L^t+3 0;8/+ l*39
O;79 3-"51+ "I.7?
1.68 2"06 O"S7
2.86 zúz z"Ot+
3^A6 2"8Y o"g6
CI,9û i";30 1,69
2'l+T L' 98 0"80

Åverage 1.,82 L"62 1*56 l-.óS \"36

(;L

The year: ås di-rrided into thir''been periods of four weeks for Èhts
cal"culaii-on"

tt
+Lþ/Jo
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ItI, r¡¡1EEK-T0*t,,F,llK PRTCE V¿"RTÂTION

Frequency Distribu.tion of Pr¡c-C .Ran"eç du{ing hJeek

The weekry price råf,rge sras usual-ly ress thæ:r 50 cenLs per

cwt,o in private ireaty in hr-innipeg ín 1964 and in Edmonton in 196?

and there vrere on)_y a fer,* obser"vations wiLh large pr:ice variations

during ihe weeko lJowever, in the case of te]-etype auction, the

"øreekT-y príce range usuaJ""ly exceeded j0 cents per cwt"* It ig

obvior-r-s from the frequencåes shov,Ín in Tabl-e Àl(Tv i,tiat tÌre teJ-etype

aucì,i-on generabes a much greaLer nøgiribud-e of pråce change iturång
'tlre 'r¡+eek i;hen Coes the Bråva'l,e .breaty mecliånism"

TåBLA T,Xff

FREOUE}JTY DTSTRTBUTIOI\i oF }flEEIflY HOG PRTCE RANGES
INDE"Î, DTFFERENI] PRÏCIïG 1,4trCHANTSþIS

the

Arnount of Fr:iva,t,e Treat¡'
Price Change WS"nnipeg, 196t¿

ële'*L" t_ 
ãtU

Private Treaty
&ümonrone lyb'l

f r+"L LL
ala

Teï-etype Au-ci,íon
Winnipeg, 196?

f rfl
i ii

narVV
44

?at/
Å rqv -t)

ry^Õ| //
| ¿rlL+ 4D

^^ 
tl4v 40

lô '¡ñÁv
I t<r+/

922
l^f
D? ¿A
Õ 4¿I

ñ4óv¿Õ
3, 30

gq
'ì ã âlL) 4,+
Ìt, ?*

)v

? /."ï/rye
4rr)44
atr¡ /, ary!

¿, L+l

0
a*25

¿Þ*)u

ro1 nA^lo*ruv
10t*l_25
Over L25

Total-a
403Ü

ln

f3*T,ess tkan 52 beeause of hoJ"ådays or a,bsence of sal-es reportsu
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I,'.,'eekly Price Pat'cerns

tdeekiy príce patierns i"¡ere obtained b;y expressing ihe de_i-ly

everë.ge price as e percent¿gs of the ueekl-y simple averåge price*

The characieri stics of tÌ:e '¡¡eekhr pri ce pafterns were d.ifferenl

for tel-etype auction ancl pi:ivaLe ireaty* 'fne freqrrencl of varíous

paùterns are tabulated in Table Xlfrl"

The daily price always varåed frorr one day 1,o 'the nexb i-n

'relelype whj-l-e the daiLy pr.j,ce was frequenLì-y .î denLieaJ_ wj-.Lh .bhe

preeeding day 5-n privafe 1,reaì;yo Frice patterns l,rere horir"ortief_

for nåne o:: ten weetr<s for privabe treaiy sales bouh ån kiå::nipeg

in l-964 a¡rcì ån lijdmonton in t?6?. Tnis.'¡¡as one of the most cÕrflrnon

paLl,erns, The vreekly príee pafLerns in re]_eNype auefion were quåte

di-f-fereni," Prices increased consåsùentl¡r ¡y", Monday ùhrough Fri-*

dey in three out of À'7 r,reeksn 'Ine most frequenb vleekly pråce pab*

L,ern ,for hogs sold by teletype r"rå,s one ín idnich prices r,endecL to

decline and then re@over" Tnis pattern occurred about, TZ:fr of th,e

time' Ihis írnplied that the pri ce was rnost ]-ike]-y to be at its
J-owest poin| for the 'çveek on T\resday, lfednesday or Thu-rsda:y (at¡ouL

10, 13, åJld :-0 tímes respecLively)" Under teleLype auction, prices

Lendecl fo decline and recover during Lhe vreek more 1;har¿ i:h¡-ee times

as often as they bendeci .Lo rise arrd ihen fe:l. Tn contrasil, uncler

pråvabe ì;realy, pricee i;ended lo d-ecli.ne d.i.r.ring the røeek aboui as

frequenlly as bhey tended to incr"easeu
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v. ï¡''lPLïciiTrON 0F PRrcE P"qrrERi! EOR pRoDUCER?s Í'rcor,{E

The charac'i;erístícs of pr'åees of hogs soJ-d by i:eletype

have-been exani-i-ned in ùhis chapùer'* T.ne pricee in belebype auc*

tion clearly fluc|uaLeri more than tirey d-id by Ërirrete Nr.eai,y on

bo{:h 1,he sal-e Lo sale and" bhe day.bo da¡' basís* ,.Å"s a consequencee

price and ineome i:ncerLaånij-es wj-ll be faced by some ¡:roducers

selJ-ing hogs lhrough ieleb.ype" For example, on Ju"ne gn Lg67 tn
irrrinnipeg Nhe markei openecl al !$29.1çfc1sL, ancl ùhen advanced sleacìi1;,

Lo {i;30./+5 per cl+Ln" Tne price range'rras (b1.35, fn 1,his BarLj-cu}ar

cäsee ihe indirridual- producer se]^ling hoge just after ihe rnarket

opened" received {ft"35 per cw'," l-ese iha.n the producer. sel-J-j-ng }:ogs

ju-st before Lhe markeb c)-osed, Prociucer"s sold, on ihe ð¡¡erage, abou.L
-

BuZ hogsr per consågn-ment, a-rrd dressed i,æight pe:: hog in canacla in
1967 't^¡as L62,A lbs,4 thusu i,laaiiob¿ ¡rroducers sold about, L3,2B h.undred

I'leight per. consignmenb., The prod.ucer sel-l_ing tha{, amouni; of hogs ai,

Nhe opening of the market on June 9 r'eceived j$].?.93 j-ess ùhar-r he

r"¡ould have received if he had sold just before the cl-ose of the rnar*

ke1," Moreo\¡ere ùhe vridest intra*day pr"ice re"nge during 196? v¿as lf?"à5

per cwL,"" rn this ease, tho difference in reiurne for the averaqe

,*3.rii:?l* t{og Þrarketing Comrnissionu &grSAl Ee€q_rj, year
endecl ir,larch 1968, p.J,

I

e ^tn 
q1anarla. DepartmenÌ; of .{griculNi:.r-e, Ur¿g.piqçJ{ lfa_fk_ei &qjqåe:q¡,

J-YO I s PoOZo
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producer shipnren-,, r,¡oul-d be S3e,5h GïZ.l+5 T1.AB) bebv¡een Lhe highes.i;

and Lhe lo*o¡es b i.eve] of price cluring the day. itìre producer rså,s su-b*

jected io a gr"ea,t deal variation in reLurns ar-ising simply frorn

tinring of markeLing within the day, rn teletype sei-Iing Ín idinnipeg

in L967 the l-or.¡est price ï"ange during bhe dø;y was 2}þ,/cwi", but,

lhere være onry five occasions on vùich the price pa,.c,rern wå.s

cLassified as sLable shoi,úl in Tebte X, In sltch ca"ses, producer

retu-rns v¡ruj-d not be affected much by variaüion in time of sa1e

I.,riLhån the day.

unde. leretype, hogs are sold ån a more cornpeiil.íve envå*

ronment and iL has been esii-mafed i,hat, ì:he &veråge prorÌilss¡vs re*
ten:r:n has been raised" Ho'rever, i;he hog price l:a.nge duríng i;he day

in tel-eLype is much I'rider and prices fl_ucLuate more Lhan i:hey do

by privaLe Lreai;yu Produ-cers consequenLry face an uncertainty

siLuation i,*iùh regard to their. reLurns from selling hogso However,

producei:s had Lhe alternaLive of selr-ing hogs direct Lo plan| in
",.¡hich case -bhey generally ::eceived the average daity price estab*

l-ished by tel-eLype" Producers i^¡ho have a significant aversion

to risk pro'oaroly prefer direct sales to i;he teletype auc'bion" This

could 'be one of the reasons r,*'n¡¡ some prod^u.cez's choose to mar.ket

their hogs directry to plant raLher then by ierei;¡rpe aue1ion*

0n the oiher hand, ín a non*ì"eletype mar.ket sueh as E<lnon*

'i:on, alÏ hogs røere sold by pr.íva1"e i,reaby a.nd 1,he prod.ucer.s receåved-
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al 3eaçj, the base price r,¡hich lrås reprrted. for i,hai marl<eL each

då,v, The same base price u,sual-]-y prevailed. throughou.t L,he d.ay"

Even on successive deys, 1,he pr.od.ucers would often receive the

same price, conpared rcith the var"iab]e price in teletype borh

intra-da¡r and inter*day" Therefore, a horíxontal_ intra*day pr.ice

pe.fLern fo:: pi:iva1,e 'brea.by saSes is assumed in or.der ío ill_us*

tr"aùe ühe impact of different price paiterns on a prod.uceres

income" ïi. is atso assumeo thab ihe p::oducer sel_ls l-3,2s hund.r,ed*

weighb of hogs per consignmeni*

ïn exarnpÏe I, trigure j, on teïe-r,ype in l,J.innipeg, the pr.ice

varied beLr¡een {}28,10 and, $3O,!0 pei" cl"Íb. on Sep.b" ZS, Lg67, ?ra*
du.eers sel-3-3.n9 their hogs on that; day rece-ìr,ed pr.ices varying by

{$2,40 pei: cl,rb*, Froducers selïing bhe åverage of T_J"2g hundred*

weight pei: consignment t¡oul-cl I'ace a variation in returns amou:rting

to {f31"87, However, Lhe producers sell_ing hogs by direc.b sa}es in
ïrlinnipeg received the price of i|Zg.&.O for the day" In ihe Bdmonfon

mai:keL, on the same day, ttie pråce lq'as {]ì26,10/ctEL"" The transpor*

tabion cost betrr'een ÞIiirnipeg and Ed.monton r,'å,s $l, jg f *v*t,. on the

l-ive hog basis.5 ftri* i¡ould Ue $ie,OOr/ch¡t" of dressed cå.r.cå,ss" ïlr
Lhis parLicul,ar casee the lowest price in I,fi_r.,nipeg wås abouL equal-

Lo íhe EcÌmon|on pr.åce pl-us ir.ansporlation betr.¿een r,.tinnipeg e.ncj.

Edmonlon, i"G,¡ ({Þ¿6'ro+{¡2.00)=få48"30, rn oLher words, the ï{iffi-ipeg

Broducers enjoyed an absolube ad.vaniålge or: al l-east did ec¿ually

{
'DBS /Í23^203, p""9, Lg6T,
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".rell- in se11-ing hogs l,hrough teleLype even though some hogs sold

aL tÌ:e I owest level- of ¡:rice end al-l- faced a varj-a'ble price revel-

during .Lhe dayu The adventage of higher price by teletype i"s, hor,,r-

e\rere not equally distributed &mong producers"

Tn examp]-e I.I, {l¿9"26 and {å25"50 were reported Lo be the

&verage hog prices per cwt* ín lliruripeg and in Ednonton, respec*

tively, on Oct,, \9u L967. Tre price r&nge r,ras {ål"JO per cv¡.i,u in
Ir'ünnipeg v¡here i,he hogs were sold through teletype auctÍon" rn

fhis case, sornr producers in Triiru:-ipeg wor.rJ-d reeej-ve a l-or¡or pråce

for hogs Lhan producers ån Edmon'bon after a)-rovnng for j:rensport;a*

tion eosì;s even though th* averagc pr"åce was higher in winrrepeg

than lhe &verð.gr Þ::ioe in F-dmoni"an p]"us transpsrtaiion cos.bs" The

major concer:ns of tiro producer &rË ïlresumabl;y bhe j-evel_ end stabi-

].ity of reburns from i,he seåe of hogs*6 In ir*l-ufype aue|ion, ùhe

a"verage price receÍved is hÍgher but Ïess süabl-e" If prodi.zeers sell-

hogs at the loin¡esi, l-eveJ- of pri-ce forthe day, Nheii: returns,Éir.e

significanì,1y ]-ower than they vmril-d be if they received the s.vera,ge

priceo ïn conbrast,, in Erì.monLon, Lhe producers ostensibty receive

i;he same price d"urång the day except, for any bonue over Nhe basie

grrice" Froducers get ihe same prÌce by seT-l-ing hogs at any iin-re

during the sane day*

É.ecord'íng bb,the ill-ustr"e.i,ion above, the producers faced

6rr tn*
.bime periodu E

sl,abl-e incomen

volume of
re3-a&ivel-y

hogs sold was more
stable pråce v¡puld

or l-ess sindJar for each
l-eacl to a r.elativeåy
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&n u.ncer¿aj-n incorne from sal-ee b;r teleiype in ,,rfu-nrlipeg compared

vrith 1,he Edmonton mar.ket" Tliis pr"oblem could be overcone by pooling

the returns to producers dur'Íng ihe day and producers couïd si,il-t

geÌ; the advantage of ihe higher &verage returns of sell-ing hogs

by te1eLype" But, sÍnce bhe tel-eiype aucLion is on a vol-untar.y

basis, produ,cers cåJl obLain the average price for hogs onï.¡' ¡U

sel-ling direct* Faekers presumably prefer to purchase d-irect if

it hel-ps them to assure su.fficienl, voïume of hogs to operat,e aL

ær efficienL I errel, Ho"icever, måximum reiurns rnj-ght, be rea-liaed

onl-y if a large px"opo::tion of hogs are soLd by teletype" Otherrrise,

conpetitiol'L srnong packers mey be reduced, and this ecul-d resrr-lt in

a lorçer d"ai]-y åve-1t&ge price to producers" The irnperl,ant question

for p::odueers ís hor+1,o reduce ¡rrice fl-ucLuati.ons and siill- achieve

the highest poss$-bl-e l-eveï- of -pri.ce* Before a higher pr.oporfion of

p:'oducers aftempt i;o avoid price f'l-uctuaLlons by se]-ling di-r:ect,

car"eful- si;udy of the facLors affecLing price variation on te]-ei;ype

woul-d be desirabi-e to asse$s ihe significance of .bhis variation

for producer returns*
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SLI¡ß4ÁNT Â"Ì]]D COIVCLT]STONS

Tn 7965, 5f" of hogs sol_d in the lHrnonton suppl-y ar"ea

r.¡ere ssld on the termj-nal- markeì; but on]_y z ar j,Í of hogs vrere

sol-d bry public âucti-on* Mosb of, the tenninal- marke'b sal-es vsere

rnade *,,o Bi-i'Lish col-umbia packing pi-ants and priced" on some nego-

tåated basis, The base p::ice for mosi Ålberta. hogs is estatilÍshed

on the ternrj.naJ- exchange, bu-t most, of üre acLual prices Baid- i"o

producers are dei,ermi.ned by aeåns cf ind.ividual- cr ErouF ncgo-

ti.atrlons, sorne producers received a secret, bonu-* or parÌ;åal pay*

ment of truckång charges in addition to the i:ubx-isi:ed base price"

'rhe very smal-l proportion of hogs sor-d on bhe catr_gary and Edmon*

fon terminai markets establishecl the base price" ,rhÍs pricing

syslen is obvj"ousl-y inefficient because of .bhe absence of vi-go-

rous cûmpeÌ;ition Lrnong pê,ckers* The buyers ?fere relueùanb to

bi-cJ. u"p the terminal markeü príce because ii vmul-d result in e.

higþier base price for oiher hoga purchasecl, -& eonùinued decJ_ine

in the propori;ion of hogs sol-d at, pubJ-i"c stockya,rds rrrouJ-d pro-

babi.y r"esu-LL in a further decr.ine in the competi|iveness of

buyång, The lj¡r-itai;ion on cornpetitåon i s evident q"flnen competi-*

tors are ferrr in number and anxious to avoid aetive compefÍtion

vråth re*peci Lo pi:Íce, The price established. under iÌre circum*

stënces of råmited compeùition tends 'i,o be less variabl-e bhan

that in a ful-I-y compei,i-tive rnarket,"



Before 1,he inì;roduction of Lhe Leleùy'pe sell-ing sys1,en,

al-I ]'Ia:iitoba hogs ruere sol.d on a priva|e ireafl' basis afber di*

recL del-ivery Lo a packíng planl or to the public s.i;ockyard" The

public stocþard played an important role in establ-ishing price

since ihe price discovored there r"¡ås used as Lhe starrdard for

ai-l other markel.ing channel-s. Holrrever.u in ag6h, on].y l-O/i of ho.gs

were markebed No i,he public siockyard and Lhere mos'r, of them v¡ere

sol-d to l-oca..l butchers, sma].l slarrghNer"ing and Í:rocessing p]-ants

and Loca"l vrholesalers" some were purchasecl by tocal ord"er buyers

for firms j-n EasLer"n canada, 'ITre major" bqyers bough'b onJ-y a fei.r

hogçs at the publie markef, rn o'bher iv"ord.s, Lire rnajor buyepu Nonclecl

Lo avoici direct conipetibÍve bi-ddi¡rg aguins'i: each o-r,l¡er: in the pu,b*

li-c markeb" tr{r-th the Tínútçd rrol-ume sold. on the stocþa::d and in*
adequa|e conpe l,ition among buyers, i;he ð.i¡eråge priee btas lokler

Lhan ir. vpul_d. have been if êll ça.les r.rere made ùhrough a mecharrism

iEhich rnul-d penni',, alJ bqyers Nc bid on al-l- l-ots sold, Once the

prÍce ll-as esiablished in Lhe stocþard, bhe priee paid. lo Lhe pro*

ducers for hogs del-j-vered direclly to pla"nts v¿as i:hereby esLabl-ished

af a simi]-arï-y depressed level-, Fresumably, packer"s atfempt to buy

hogs at, Lhe l-oøest price at which 'i,Ì:eir respecl,ive shares of ma::ket

can be main,tained" As ]-ong as i,he packeres polÌcy ís to pay the price

esfabl-ishecl in 1,he pubT-ic market, fhe price receÍvec. by producers

r,ril-l tend io be uniform.

ïn Manitoba, the 1,hree big packing pJ-anLs, Canada packer"s,

Slråfi;s and Bu,rnse repre$eni; a l-arge proporùion of the slau.ghter:irrg
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atld pt"ocessing business, r.ccounling for ¿boul 7OiÍ" Under eircum*

sLeJrces r.fnere Lher"e are on]-¡¡ a few domånru¿i firms and a number

oí' sm:lT"1 fi rms bhe si uualion ¡¿ic'ht he desnrìlrerì ^- *n n'?"Ì ,'ñ*^^-vr ürrr#-¿ .L-Lr rrrù 9 utls Þ-i- uL{'c, uJ.ull" IiI-)-6'r - vv uveul ruw* ä-S ån Off gOpSOïlj o

ïn an oligopsonistic m&rkete the individ"uel- firm learns by experi-

ence io avoid a price t,iä.r and engs,ges in non*-price conpetiLiont;o

increase iis i:especLive sh.ares of 1;he markeL a¡rd iLs pro-fitsu The

l-arge buyers mey be able to influence pr"ice or be abl-e to seÙ Lhe

3:rÌ-ce or -r,o negot ia-r,e a favorable price, 'fne srnaJ_l- buyers aay ju.st

fo-Llor'¡ lhe large buyer:s s offer. prj-ce beeause 1,hey ühink the J-arge

buyer"s å,re more efÍicient zurd beLler in-formed", The p::ice is likel-y

to be relaiively infilexibl-e r:nd-er' 'r,he cì rc¡¡ns La.nces of en olj.gop*

sonj-s 1,:!-c rn¿u:kef "

1'he te"leb¡,pe selling system r,',¡as introducecl in ì,fanii;oba on

Feb" 25, î965 on a vol-unLary be.sis, Since thaL, time, Þlanitoba hogs

have been offered- for saSe tlirough Lelety-pe buN producers have

been perrnil,Ned fo sell- cliree'Lly lo packers proviåing they nake

application to Lhe Conmission at 1,he Union Sbock Yards in S'1"

Boníface.

Hogs are g:rouped in|o selLing Io'bs of 50 to about 60 hogs

each" Bach lob is i.hen offered through the Leletype system to atj_

potenLial buyers. SaJ.e is by lluich Á.uction with the price lis'becl

on ê, pre*punched price t¡pe of one doJ-1ar rå¡ge by rnea:rs of v¡hich

i;he askÍng price is reducerl by successive s'beps of i'ive cenLs p6y

hu"ndredvæi-ght"

In general, each påcker måkes his indiviciual judgrnenL ::e*
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gar"ding ihe pr.ice he wiii_ bid for hogs. AL l_east, sone of Lhe

peckers musi decide on their initiåå of fler price before ihe rna.i:*

kei opens' ït Ís neces$å.ry for ihem io evar-uate the srrpply and

dema:rd condiùions anc i;o estimate the general price l-evel- in
r,he process of price discover"y, unde:: fhe LereLype solrìng sysl,em,

each pa"cker has an ecua]. opporLunit)' tr bid on al_l- lo i,s of hogs

o.ffered for sale, ïf he makes a mistake in estimating the príce,

he will- not ge'r, i,he hogs or" he '¡i11 pay tco much rera'l,ive to his

competítors" 'rhre packers vril-l make consicÌer.abl-e aclju.s'cmeni:s i¡
Ïespônsr lo cl"lange i-n demand a:rd suppS-y conditions. .ås a conse*

quencÊ, the prices esLablished i:nder '1,hese circumsûances vrj_l-l ìre

continuously variabl-e,

The main ob jecLive of bhi s sì;ud-y i,ras to anaLyze lhe be*

irar¡ior of hog prices l,¡ibhin Lhe day a¡d beiirreen iì.a;1rs:in sales by

i;eletype ancr by aJbe¡'native selling methods to debermine the effect

of tel et¡rye se]-lÍng on p:ríce var"ial,ion in Lhe short nm. A furt;her"

objeciive u'as io estimaNe lhe effect of differenb price Bai,ierns

on produ-cer incomes 
"

Tne main hypothesis of bhis study Ís bhat hog prices fl_uc*

'bu-ate more frequently e¡rd v¡j-rlely in sales by ieletype tþ¿¡1 in sa_Les

by p::iva1,e .Lr.eaty. ïn ord-er to substa¡rtiate tho hþpothesise com*

pa:risons are macle be'br.¡een bel eLype ín tr'trinnipeg in 196? arrd private
'L:;:eaty -noi;h in 'n]inn-ipeg in 1964 and in ECnioriton in Lg6T resS:ecLing

'the kind and Lhe degree of intra-day and inter*day price va.r'ia.l,ion"

Severaå measuremenls of pri-ce variabion p,ncl observed price paiLerns



ð.rc sumaårized benow" Áccor"ding fo the resul-ts sip,*çed belov.r, it,

ås dêmons-l,ra|ed thaL the telei¡.pe auction pricee change nruch more

frequentï-y and wideJ-y lhan those in privale breaLy sel-3-ing in

lfiruiipeg in i-96/+ and in Edmonton in 1967"

ï, su¡.fl'ÍÂRY 0¡' FII{DII{GS

By usång fhe F-testu it r¡¡as found bhat the standard d-evi-a-

'ilion of the darly feletype ¡:rice in l{innåpeg in 1-96T was signifi*
cantly higher tþran for private treaLy pr{ ces in Winnipeg j-n J_g64

and in Edmonton in 1967, but a¡as noL significantT-y differ"eni ab

fhe 5/" l-evel fron concurren'r, direcf sê.Ies pri.ces in bhe same mår*

lce i; and sarne tirne peri.od,

The feletype p::iees "rrere highly var"iabte during 'i,he day,

bhe arnou.nf of Ílucl,uab,ion re"ngÍ"ng from a l-or,¡ of Zö É/ew+,. Lo a

high of more that'l 'Lwo dol-l-ars rÊril-e Ì;he prices Þrere consi;ant for

al-l- sal-es made during the day ín privaie breaty in Winnipeg in

196{' and in Bdmonton in l-967 and di::ect sal-es in Truinnipeg in 1967,

The yearl-y average price rånge urithin Lhe day on teletype '""¡as J_&r*

gest on Thursday and smal-l-est on FrÍday,

The tel-etype pri"ce on successive sæ.3-es r.nlLhin each day

rroved progressirreL.y up"trry,::d nLueh more frequenil-.¡ 'chan it moved

dovnnvrard or rema,in unc?ianged. The lowest price during the day

al-mosi; invariabl-y Ðccu-r"red a.f the first sale. This price r.{as

al^most, invariabJ-y ]-ower i;han 'Lhe price of the tas| saåe on i,he

previous ciay" This irnpl,ied that producers del-ivering their hogs



io fhe stocþerd ea::ly j'n 'uhe day usu-a]_T-y receir,recl tire lawest

price (and perhaps i;he l-onest retu-r..n) of fhe dayl This v¡¡u.3c

encöu"]îê,ge pr"odu-cers to rnarket their hogs J-ater in the day"

j"bou-i 9a'l af the market days ïder:e crìê.racterized by a

price ¡:att_ern in r¡,Ê:ich prices began af e. rel-atively low ievel_

and subsequently advanced to higher level_s, Án especialS-y donri-

nant pattern ndas that of an'încreåsing price, & rise in pråce of
more than 20 cent,s without an inlerirening or eubseqr.:"ent <iecïine

of more than 20 cents" This Ba.btern occui:r,ed on iT,fr of the markel,

dqvs during 'L;he yeare

The p'ice pabi;erns vre::e r"a.ther simir-ar fcr" arr ce¿r,s of
the i.,reek, the increasÍ-ng price patiern beÍ-ng ihe mest comrnÕn

3:aitern for aJ-l- days excepl, Tlhursday iorhen ilie singte peak pet.be'n

occurred rnore frequentT,y" The single .¡¡eak irras the nex.b most com*

mon pattern except foy" trttednesday r¡¿1çs the oire and one*ha}f peak

pabtern occr¡:red sï_ightîy more of-Len" trr,lednesday irad a higher fre_
quency of fLuctuating price patbern tha¡r did other cLays rndiiì-e ilre

Friday price had- a srightly higher incid.ence of siabr-e or decliníng
pabbe::ns 'Lhan oi,her d&ys" Tne prices x¡flere somewhat more sen$ii,j-ve

on lilednesday ancl Tnursday asld l-ess sensii;ive on Friday"

ïn 'Lhe {,or-et1-pe sel]-ång system, re'o price change from

day to day occurred 5Í6 of i;he iime in l_g6? r¡¡híIe j-.r. occurred 62/"

and 66/. of the time in .pi:iv'ai;e treaty sales in wÍirnipeg in 196à

and in Edrnonton in L967, respectivel¡," ¡n addition, absoLu.Le price
changes of Less tkan z5þ/cr.d " from clay to ciay occr.ir::ed a,bouf tvgce

I
Reburns m:i-ght no| be l_ov;esi, if labor or

r+*n'ì r¡ rìoJ irrprrr?r¡r
shr"inkaee i-s reduced,



es frequenLl-y as it clid in teletype {42%}, Hol,fiever, ¡lríce e}ranges

of more ihên fÞl-.Oc did not occur Í-n ,or"ivaie l,:reaty sales lrrhil-e

changes of this rnagnitude occurred. on 2Å' days during 'r,he year in
tËl-elype å.uction,

Unde:: the tel-et;rpe sel-3-ing $;'stem, pr'åces exhibited a

tendenc¡r to increase from ihe previous day on ivlondey, Thu-i:sday,

snrì tr'ri rì¡rr nnrl {,6 decl-ine on TUeSday. ChangeS f::Om T\resday to

wed-nesday t+ere equaï-Ïy distribuled bei:ween positive and negative"

Tn príva1,e treaty så.T-es, Nhere r¡.ras usual"I-y no sÍgnificani differelce

beLrt'een bhe trirmber of positive and negative changes,

'fhe yearly average price was highest, on l4onday ancl lovrest

on I¡lednesday Ín telei¡pe and concurrent di.r'ect sa3-es in winnåpeg

Ln A967 " ïn comparison, i,he yea.rl5r å,ver&ge pri.ce r,ms highest on

Monday and lowest on Tìresday in p::ivate Lreaty in l^iirrnÍpeg in T96U,

Prices wer:e highest on Tïresday and Loruest on Thursd.ay ancl Fr:iday

in ECmonton"

The average daiLy change and the coefficient of var'åabi*

J-iby were greafest from l-ridâ,y'bo lilondey except for" private treaty

in trdinuipeg in 1961r" when ihe T-argesi average change occu*ed -from

Monda¡r to 'fuesday" Changes were l_ee,st frorn Tnursday to Friday in

al-l- cases' Frices were much more v¿rriabl-e in some se&sons than in

oihers" The å,ver"ê.ge dail¡r change and the coeffåcieni of variabi-

T-ity nere therefore somev¡ha.l, higher in lhose seåsons¿

The avera,ge daiLy change a"nd the coefficien.i of variabi*

]-åty in the tel-et¡çe spsi:em were e.bor.¡.t tr"¡o lo fou:: times &s ¡¡reaL
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å,s in privåt,e treaLy on ål-l- days except Thur"sday to Frj-day" 0n

thaL day, the¡r x;svs more than 20 l,irnes as grea¡ as in prívate

ireaty sales in i¡linnipeg in 1961+, fre average daiLy change of
*--{ nn fnnrn ¡Fhrrpc
f,r'-Lt;t; -Lr'(Jrr rrrl¿rsday bo Friday vfas zero in Ed-monton in 1967, as

cÕmpared waLh )+ïø/cv¡|, beti,¡een bhe sårne pair of d-ays on teleLype*

The "weekl-y price range in private treaiy sål-es 3æ,s usuål-ly

less than 5Aþf cv¡t" r.dnite it v¡as u.suäIj-y greater than 50 ë (So',$ at

the i;ine) in ihe ieT-effie system, The price patterns v¡ere horizon-

tal- for t9Í of the r+eeks in 1964 in I'ün¡iFe.g and for, 33/, of ihe

'ç,reeks ån fdmontcn in a967" Il:rder prirrate- ireaty så,T-es, pz'ice tend.ed

to deciine during ì,he **eek aboui as frequent3-y as the¡r tended to

increåsen fn contras'i;, pri ces shovred a st::ong tend-ency -i;o follow

a paifern of decline and recover,-F during l.he week in ihe t,e3.etype

sysiem {72:,4 "t the time).

TT- Ï\MLTCATTON OF PF,ICE PÁ.TTEEN FON. PRODUCE]I ÏNCOI'ÍES

Variation in returrrs to individuaJ- producers for Lrogs

marlcei:ed on ihe Ëafrle day m&y oocur becå,use of prÍce fl-uctu.ations

during the day" Re"ulì.rns may slso våry as a resu-l-t of a difference

in the n-Lerhrod oi markebing, Und.er tel-et¡pe aucùion, hogs are sotd

in a more competi'bir¡e enviroirmenl, ancl ít has been estima'bed the,t

ihe average producerls retu.rn has been i;hereby raised" Trre hog

¡n"i ce variatíon dur.ing the clay is much greale::, hoï,rever, ranging

from a Loi,r of Z\Ê/cvtL" to a higþ of more tha¡r Lv¡o dol-I-ars, ancl

prices fLl¡.ctuate more from day 1n day in telet¡pe auetion* 1l:e
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hog pr-ice range duri ng ihe i"æek is genera.lLly rrtore 1,ha¡r 50 cen-1,$

and ofLen more fhan one dol-ler" In conl,rås1,, a single prìce pre*

r¡ail-ed during the day in private ireaty boLh in ],'linnipeg in t96lr

and in Edrnonton in 1967. In Lhese markets, the price rênge during

the weelç 'r,ra.s u-süål-ly less *ut 5oë/cvit,, Consequentl-y, producers

received ihe sarr,e retur"ns from 1,he sal-e of hogs at erry houi: of

the day Ín private treaby saJ-es aE compaïed to 1"he variable re*

iurn in beletype åucfion" Simil-arly, produ-cers received- more

variable returns from satres on successive days than those obtained

by Lhe pr$-bate L::eaty nethod. D4y lo day ori"ce changes ?rere se-r'erðå

tirnes as greaL in beleL'ype sales as in privafe LreaLy sales bofh

in tr',tirrnipeg ín i964 and in Plmonbon in L967 " HoviÞver, in direcN

sales in l^iirxripeg in \967, the price tras dÍr'ecLly based on Lhe

aveï"åge dail-y pri-ce on teleÈyçe" Trere ïsås no varj-ai;ion ín reùurn

received by producers for 'l,ire hogs sold dii:ec t, du::ing i;he d.ay,

But i,he &verê.ge price received by producers on successive days

was as variable in direct sales as in teleL'¡rpe auction.

Conseo;;iently, i;he producers encoun[,er an uncerl,ainty siLua*

i;i-on regarding ihe re'Lurns from sel-líng hogs on teletype. Ïf pro-

d.ucers mar"keù hogs once or Lwice å Week, ihe average .r:eturn of

selling hogs vrilT- noi be af fected se::ious3-y by the Ïarge pri ce

variabions. lìor 1,hose t¡ho marke| hogs only once or bwj-ce a yeare

price variaLions could have a. sigiiificanf effect on realized, in*

con'reø Tne tel-ebype aucti-on has had an apparen'i; advani;¿ge in raising

'l,he average return i;o producers" Horçever, Lhe advanfage is noi

equ-al}y sha:red by producers* Bub the producers sell-ing hogs di::ec1,iy
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No plarrf receir¡ed bhe seme avera.ge re'ï:urn as bhose rdno soti by

tetr-e'b;ype " If is írnpossible t;o rnake an exact cornparison befween

íel-e bype auclion and direc t, seles lrrith rcspecL bo Lhe eÍ'feci on

individual- producer" incornes ¡¡i i;houi, collecting data directly from

ínciividuaå producers 
"

IÏÏ" SUGGESTÏOI\TS

I, In anal-¡rzing Lhe price movement, during Lhe dayu it was ioirnd

t"haí 9A% of the market days during L967 r¡ere characterized by an

inÍLia-t-l-y -incr"easj-ng price paNLern, 'Ihere is no theor.etical- basis

for expecfíng i;he increasing price patter"n to cccur more fr"equcntly

than the decreasing pa.itern if' facLo::s aÍfecfj-ng price deùerrlina*

Lion occu.r :randoml.f, Iir is hypothesized Lhat a dormnant pricing

patl,ern r'¿ifhin the day of a ïov¡ beginning price fol-l-or"¡ed by a. pro*

gressive increase to a peak for l,he day, perhaps 1,hen fo1-Lov,recl by

a decline from Nhaf peak before Lhe mar"ket is closed i s a resul-t

of ins tiì,utional- factors su.ch as i;he telei;ype selling meclranism

or Lhe nafure of bqyerst behavior or 'ooth"

2, 'Ihe increasing a;rd single peak caiegories are the dominani,

in'bra*day price paLi;erns in teletype" I'loreoveru å,boui: hai-í' of l,he

iime 1;hc hi-ghest price of ttre d.ay occu-r"r'ed aÍi;er noon (1:OO*2:OO

P"!i*) excepi on ltriclay rlnen iL usrrall-y occurred during j-1:00*12:00

.å*Il. " 'Ihis shalr-ld encourage producers io deïive:c ialer Ín Lhe day

on al-L days buL lìridray (see Í.ppendix II).

3. The average claily prices on 1\-r.esday, h'ednesday and'ihursday rrrere
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iower Lha:r i;hose on l.londay and Friday. lio'.+ever", bhe de.íly supply

of hogs sol-d Lhrough Lhe ielet¡çe syslem u'as gr"eatesL on l,fednesday

in 33 weekç oi:-t, of Lt5' Tt vras highesL five t"ines on each of 'Iu"es*

dqy and 'fhursday (see Á.ppemlix III)" In general-, higher prices

a.re assoc'iafed r,ribh a smaller suppTy and vice vÊrsåe The heavier

suppl-y oi hogs on 1¡Iednesday did no b ah"¿ays bi:ing abouL ihe l-ov¡eef

price for the rçeek" Áf-though ihe average hog price in Lg67 on tele-
'Lype 5-n Winnipeg was lol.rest on ltfednesd.ay, the difference from the

;¡earJ-y ðJrerage prices on T\resday anci thursday was very smal-I, five

cents artd 'cwo cents reøpec"cively, Und.er cer'ì:,ain condi bions, ihc;

sale volu¡re of ouLpul må]¡ se1l for arr appreciably higher. or J-ol^"ær.

pr'íce aL one tÍ¡ire as compared No ano1,her" 'ïhis may "oe drre lo such

faeNors as changes in neaùher condiiions, buyerse behavior, bhe

genera3 price l-evel in rel-aied rnarkei;s, ihe relative pr.iccs of com*

pel,ing producis errd exporL markeb condii;ions. Fu::ther s1,udy woulci

be desirable fo ÍnvesLigal,e ihe facfors affecLing price behavior""

{" Under the tel-etype sell.ing system, lhe price iended 1,o decline

eJrd recover during the r.¡eek more Nhan three Limes ae ofl,en as

if i;endecl -uo r:se arrd- lhen faSl-, The average price vaas 3-Íke1-y

to be lov¡est on Ttesday, lr,lednesdEy or Thursday" Consequen{,J-y,

ihe producers deli.¡er"ing i;heir hogs on those o.ays r"rcu1d receive

loiçer returns than theyl,¡oul-cl i-f Lhey del-ivered on l.{ond,a;¡ or

Friday" Ii; mighi pro\¡e advarrtageous if producers aji;ered ùhoir

marke|ing paii,ern to deliver more hogs on Ì,-{onday and on Friciay
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morningsa This nright bring aboul, &, more eiæbl-e ¡rrice si,ruc|ure"

5' under the iel etype sys'bom, prÍces are rnuch more variabie than

'bhose pri or bo i,e3etype i,n tr,Iinn-tpeg and in Ect¡ron'Lon in lg67 e*t*

though the price level- ha.s been r"aÍsed.* Tne na,jor coneerris of

producers ere presumabl-y the l-evel and stabåI-åty of retur"ns fron

the sare of hogs" ïf the vol"u¡re of hogs sold j-s more Õr l-ess corr*

sbant over successive days, a si;abl-e pr:i"ce pattern rrill r"esul-t ån

a rel-ative].y stab]-e income dis|ributien Lo producersn Therefore,

åf rnay be advant&geÕirs Nc pool prices for Lhe day vftile retaining

the ædvantage of the competi'i;ive sel-T_Íng mechanisrn* Hovðever, the

producers sel]"ing hogs direcl to p]-ant usua1ly y"eceive 1,he average

daily price on teletype- IL is probabl_e tha.t, the proportion of

direci saJ-es r.rål-L in.erease gradual-],y as T-ong es f,ire packer:s pay

any sort of a bonus ån addition 'bo èhe average pr.åce or npooledrr

price for the day" The packers may prefer di-rcct sales to i;e]-etype

since they reaååze the competii,ive bådding in tel-etype wil"l in*
crease 'the average price l-eveï for direct sêJes and ttrey rsilj- no'i;

aJ-vrays be sure fo obtain hogs at 'bheir offered príce t¿nder tete*

type au.ction* ïf bhe proportion of hogs sold dÍrect to pra,nts in*

creasesu compe'LíLion emong packers is reduced and dhj-e me.y resuf-L

in å. lor"¡er daiþ år/eragç priee 'co prodi,rcers,
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APP|]ÅJDTX TI

TREQ.IIff$CT ]]ÏS'ÏR,IBUTTON OF THE TTÌ'.(TI.JG OF HOG PR]CE ËE,4fiS DURTÌ{G T,tr,tr
DÂY, BY HOURS ålll1l BY DÂYS 0F THE ì¡mEI{e Oi{ TETÆTYPE, T¡Iili}tIpEG, 1"g67
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