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charges between retail and producer levels for large, medium,
and small eggs on producer price ratios is such that the
producer price ratios are always lower than the corresponding
retail price ratios. Relatively fixed per unit marketing
charges or flat margine alter the price ratios by exerting

at the producer level a downward presure on the producer

price ratio

4]

The downward pressure of flat margins or relatively
per unit marketing charges on producer price ratins
becomes effective when associated with falling price levels

or A-large eggs. The effect is accentuated by increasing

and A-medium or A-larc

ting charges of approximately
the same magnitude for the different sizes of eqggs and whic

contain both fixed and pe elements induce a more

{
=
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3
)
o

rapid decline in the producer price ratios, more so in the

A-small/A~large price ratios than in the A~medium/A~large

5. [he combination of relatively fixed per unit

marketing charges, falling price levels for eggs, and incr-
easing price differentials between A-~large and A-medium and
A-large and A-small eggs at both retail and producer levels
accounts for the more pronounced downward trend in the

oroducer price ratios.

Interpretation of Findings.

This study shows that in Manitoba the differences
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between A-medium and A-large eggs, and A-small and A-large
eggs, at both retail and producer levels, have been increasing

during the

1952 to 1957. In Manitoba, the level of
prices has been increasing for the period under study. With

other things remaining unchanged, falling egg prices const-

itute increases in rsal income. The increasing price differ-
entials at the retail level suggest that either consumers

are hecoming more irrational with regards to ec urchases
o

or that they are unaware of the magnitude of the differences

‘r‘ f

hetween the sizes of A grade egogs. It is possible that with
lower egg prices some consumers do not sericusly consider
purchasing medium or small egys, particularly if their decis-
ion to purchase eggs is based on absolute total expenditure
on eggss

The degree of correlation betwszen the price ratios

and the quantity ratios of the three sizes of A grade eggs

indicates that large, medium and small =zggs are not perfect

itutes for each other, Coefficients of determination

subst

<

31 at retail, and .717 at the oroducer level between
3 ¥

T o6

8]
o

the A-medium/A-large price ratios and the A-medium/A-large
quantity ratios show that there is some degree of
substitutability between medium and large eggs. On the other
hand, the low coefficients of determination between the
A-small/A-large price and quantity ratios imply that there

f

is little substitution of small eggs for large eggs. The
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1on hetwesen A

the effects of the subjective factors associated with
the discontinuity of egg sizes or that consumers are

naware or chooss to ianors the macnitude of the differences
unaware or choose to dgnore the magnitude of the differences

For many

in many

=r ignorance or of

=, therefore,

eqgs to market.



CHAPTER V

SUMMARY AND CONCLUSIONS

An attempt is made to examine the nature of the price
differentials between large, medium and small Grade A egus
in Manitoba for the period 1952 to 1957, and to determine
the factors and the degree to which these factors affect
the price differentials.

The hypothesis is put forward that the prices for
large, medium and small Grade A eggs, at the producer level,
do not adequately reflect the grade attributes. 0On the basis

of differences in weight, and using large eggs as the base,

o

A-medium eggs t

4]

nd to be overvalued relative to A-large eggs.

A-small eggs, however, tend to be more heavily discounted
than is justified by differences in weight between small and
large Grade A eggs.

The theoretical concept of the perfect market is used
as the standard from which imperfections in prices are
measured. This standard provides a measure from which to
judge the adequacy of prices to reflect grade attributes for
Grade A eggs. The perfect market results in a uniform price
for a "commodity" plus or minus appropriate price differentials
for different classes and grades within that commodity. A
constant percentage relationship prevails between egg weight

and esdible matter content of the shell egg, so that A-medium
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eggs contain 88 per cent and A-small eg 6 per cent of
the food material available in A-large eggs. Since Grade A
eQggs are homogeneoQS in terms of quality, on the basis of
weight the appropriate differentials between large, medium,
and small Grade A eggs are for A-medium eggs to be valued at
88 per cent and A-small eggs to be valued at 76 per cent of
A-large eggse.

The basic assumption in this study is that large,

medium and small Grade A eggs are regarded as perfect

3

substitutes for each other by the final consumer. This
assumption is open to question as an egg is a unit not
easily divisible into smaeller portions. There are subjective
factors associated with the discontinuity in egg size which
further suggest that large, medium and small eggs are not
perfect substitutes for each other. The consumer may
associate the purchase of small eggs with financial hard-
ships or may feel obligated to serve two small eggs for one
large egg. If the decision to purchase eggs is based on
absolute expenditure, then even though the relative value of
small eggs is the same as large eggs, the expenditure on two
small egygs is greater than the expenditure on one large egg.
One possible result is that small eggs will be heavily
discounted before their purchases are even considered.

The hypothesis put forward is verified. At the retail

level relative to A-large eggs, A-medium eggs are valued at



5 per cent above the theoretically appropriate level.

comparison, o
for A-medium
A-medium egugs
2

2

are

6]

4

<

value of A~large eggs.

A-small eggs

ner cent above the theoretical level,

overvalued

P

f actual to hypotheticel producer price ratios

i}

di

3
0

tes that the prices of

e

to A-large eg

a

£

relative to the prices of A-large eggs are

or that A-medium

to the extent of 2 per cent of the

At the retail level, the prices of

relative to the prices of A-large eggs average

3 per cent above the theoretical level. In other words, at
retail, A-small eggs in terms of A-large eggs, are overvalued

to the extent

of 3 per cent. The oroducer price ratios of

A-small to A-large eggs are approximately 8 per cent lower

than the theoretical price ratios.

fo

[»]

producers

~

nroducers for

that which is
between small
Before
efficiency of
factors which
determined.
variations in
levels, is th
and small Gra

shows that an

The prices paid to
A-small eggs, relative to the prices paid to
A-large eggs, are‘digcounted far in excess of

justified on the basis of differences in weight

and large ‘Grade A eggs.

)

e

€3]

any sug tions can be made to improve the

&

the e A eggs, the

[«

ricing system for Grad
p g

N
v

be

affect the price differentials mus
By far the most important factor associated with

the price ratios, at both producer and retail

e supply ratio of large and medium and large

de A eges. An analysis of price differentials
proximately 72 per cent of the variation in the



A-medium to A-large producer price ratios is accounted for
by the variation in the quantity ratios of A-medium to
A-~large eggs. Approximately 68 per cent of the variation in
the AM/AL retail price ratios for eggs is explained by the
variance in the AM/AL supply ratios for eggs lagged by one
month.

A much smaller percentage of the variation in the
A-small to A-large price ratios at both retail and producer
levels is accounted for by the variation in the A-small to
A-~large supply ratios for =sggs. Approximately 45 per cent

of the variaticon in the AS/AL producer price ratios is

e

explained by the variation in the supply ratios of AS/AL eggs
Only 40 per cent of the variation in the AS/AL retail price
ratios is éccounted for by the variation in the AS/AL supply
ratios for eggs.

Thé degree of correlation between the quantity ratios
and the price ratios bear out the thesis that large, medium
and small eggs are not perfect substitutes for each other.
The higher degree of association observed between AM/AL
price and quantity ratios than between AS/AL price and quantity
ratios imply that there is greater substitution between

large and medium eggs than between large and small eggs

s

The lack of substitution between large and small eggs
indicates to some extent the influence of subjective factors

associated with disceontinuity of egg size.
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Another important factor which affects both retail and
producer price ratios of medium to large GLrade A eggs is
total supply. Approximately 23 per cent of the variation
in the AM/AL producer price ratios for eggs is associated
with the variation in the total supply of eggs. for the
AM/AL retail price ratios for eggs, approximately 31 per
cent of the variation is accounted for py variation in total
supplys. The effect of total supply on both retail and
producer price. ratios of A-small to A-large eggs. is
negligible. The coefficient of detérmination between the
retail price ratios of A-~small to A-large and the total
sunply of eggs is .030. The coefficient of determination
between the producer price ratios of A-small to A~large eggs
and total supply is .006. The supply of A-small eggs is
highly variable, so variable that for several months of the
year A-small eggs are not available at many retail outlets.
This extreme variability of supply may be in part responsible
for the low coefficients found for the A-small to A-large
price ratios.

Both the quantity ratios of Grade A eggs and the total
supply of eggs are negatively correlated with the price
ratios of. Grade A eggs at both the retail and producer levels
of the marketing system. A negative correlation implies
that when the price ratios are high both the quantity ratiocs

4.

and the total supply of eggs are low. Buyers tend to pay
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together with falling price levels r equs, and increasin
toget! vith 1ling price 1 ls Tor 05, I in g

~

price differsntials between large, medium, and small Grade
A eggs is a much more adequate explanation for the marked

o

decline in the producer price ratios, especially the A-small

P

o A-large price ratios. he use of percentage margins
results in less distortion of the producer price ratios.
Large, medium and small eggs are of the nature of

joint products so that the burden of adjustments lies not

with producers but with the marketing system. More research

is, therefore, needed in the area of consumer preferences

for eggs. Research is also needed to assess retail pricing

and merchandizing practices and to examine the nature and

T

composition of the marketing margins for eggs.
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APPENDIX A
ABSTRACT FROM REGULATIONS RESPUCTING THE
GRADING PACKING AND MARKING OF EGGES

Canadian [gg Standards

(1)

1. The Canadian

Fgg Standards

are based upon the

requirements of the Act and regulations and when they are
applied to eggs shiposd, transported, offered or had in
nossession for a7cf purchased or sold, compliance with
the regulations shall be obligatory with respect to

Y arad

(a) g;d‘Db;

(b) grading premises and eguipments:

(c) packing materials;

(d) grade markings.

(2) The name of a Canadian Standard &ga Grade applied
on any container of eggs shall constitute a representation
that the eggs therein have been graded, Darkwo and marked
in accordance with the Canadian Egg Standards.

Canadian Standard Egg Grades
2. (1) The Canadian Standard Egg Gr izo shall comprise
compulsory and eoptional grades as follows;
Compulsory Grades Optional bLrades
Grade A lLarge Size Grade A Extra Large Size
Grade A Me 5ive
Grade A Medium DSize
"\—; fom E‘?’
braede C brade A Jnall Size
brade A Peewee 3Size
Cracks
brade Al Extra lLarge Size
Grade Al Large Size
trade AL Medium Size

) Grade ALl Small Size

(2) Each egg shall be placed in the highest compulsor
or corresponding optional grade for which it qualifies and
any sgg not so placed shall be deemed not to have been
nproperly graded accordlmg tm the Canadian Egg Standards.

y
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(3) In grading eg
the three fo]Lwaum

5
)

0
]
3
-
o
b}
it}
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p
8
b
fos

be given to

(.

quality factor, as determined by candling;

£ ned by degree of
leanness and by soundness and construction
© o b

i

, ) All eggs bearing the grade designation "AY shall
comply with the following -UEPLFWCﬂtj ons:

(a) quality factor - yolk outline 'ndist%nct; volk
round in shape and reasonably centred, showing no
germ development or readily visible DOF”CVQ or
abnormal conditions; air cell shzall not exceed
3/16 inch in depth; fleoating air cells, blood

spots and meat spots are not permitted.

——~
o
R

shell factor - shell shall be unbroken and practically
normal in shap slightly ridged or rough areas or
slightly miugnu)“n shells are permitted, but definitely
misshapen, heavily ridged or thin shells nrohibited;
the shell shall be clean, but may show three stain

t none of which shall exceed an area of 1/8
x 1/16 inches.

(D

t factor -~ bLrade A Extra Large Size shall
Lﬂd"VLG ally at the rate of 27 ounces per

Grade A Large Size shall weigh individually at the
rate of 24 ounces per dozen or over.

hall weigh individually at
per dozen and up to but not
per dozen.

Grade A Small Size shall Wngﬂ individually at the
rate of 18 ounces per dozen and up to but not

including 21 ocunces per doz&n»

Grade A Peewee 95ize shall weigh individually at
the rate of less than 18 ounces per dozen.

4. ALY mggs esligible for the Canadian Standard {gg
that smaller in size or lower in :UQ]JLJ factor or shell

Factor than the grad on the container shall be

caongidered to be




G
[as]

5. At point of grading or : zggs shall be con-
sidered to be misbranded if they contain more than =ight
under grade fifteen dozen, and at any point other
than that of g r inspection if they contain more
than twelve undergrade eggs in fifteen dozen, except that

(a) 2ggs which soiling, not
more than shall he counted
as unde IQ g they are each
in excess of four i ifteen dozer and

(1) cracked egge only in excess of six in fifteen dozen
shall be as undergrades after delivery.

-

6. (1) With respect to the quality factor, the seller
shall bhe deemed to have misbranded any eggs, which, within
thirty-six hours after delivery by him, are found to be below
the grade stated on the container at the time of delivery and,
with respect to the factors of weight and appearance, he shall
‘uem‘d to have misbranded any eggs which are found, within
seven days after delivery by him, to be below the grade stated
on the container at time of i

period specified in
found to be below
rest on the
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PPENDIX B
ARGINAL CUNDITIONS

of maximum welfare ares;
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TABLE IX

N

RETAIL PRICED PER DOZEN, GRADE
EIEICIN , 1951-1957*

YEAR 51ZE J 3 M A M J J A S 0 N D
A-LARGE 55 49 55 57 64 68 73 76 78 T6 68 66

1951 A-MEDIUM 53 47 53 55 62 66 71 74 76 T4 62 A3
A-SMALL 50 44 47 50 56 60 64 68 69 65 55 56
A-LARGE 49 46 44 44 44 46 50 60 60 62 6B 52
1952 A-MEDTIUM 44 A4 42 42 42 44 48 58 58 58 60 47
A-SMALL 41 38 41 40 41 40 44 48 30 A5 45 44

A LARGE 50 48 55 60 61 6Y 73 76 75 79 59 54

L9353 A-MEDTUM 46 46 53 58 59 59 71 74 3 74 53 49
- SMALL 42 41 45 47 52 5 58 60 60 55 48 43
A LARGE 50 54 56 49 46 46 S4 61 58 61 61 48

1954 A-MIDIUM 48 50 53 47 44 45 52 59 56 54 53 45
-SMALL 43 44 48 43 41 43 48 49 47 37 39 39
A-LARGE 48 46 46 50 50 51 60 64 6B 68 66 3

18955 A-MEDIUM a6 44 44 47 48 49 58 62 65 5 58 355
A-OMALL 37 36 36 39 40 40 43 43 44 44 46 4S5
\wL/(GL 55 50 50 56 56 56 60 66 66 66 67 S0
A i "W 52 48 48 54 54 S5 57 64 59 564 56 42
A a7 44 44 46 46 46 42 55 45 40 41 38

50 47 5 46 46 46 58 60 60 56 500 49

1957 42 37 42 43 43 43 56 57T 53 50 44 43
38 35 35 36 37 37 44 44 41 36 32 33

*Hased

to 1957.

on

data Trom

the

Poultry

Products

Market Report,
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TABLE X

PER DUZER, GRADE A
1951-1957 *x*

YEAR SIZE J F M A M J J A 3 Y B 0

A-LARGE 36 42 50 56 57

o
o8]
i
[0S]

SR
=
U LA

Iy

5 ) 5
19851 A-MEDIUM 34 3 40 48 54 55 6 48 49 33
A-SMALL 32 29 34 3 43 46 46 47 39 g 29
: : 31 32 30 29 30 36 41 41 4d® 42% 32
29 34 28 27 28 3 3 39 37 3% 29
2 26 25 24 23 25 25 25 24 27 23
g 32 38 44 43 55 B2 855¥® 57 40% z3#
28 30 36 38 33 50 51 51 32 £9
2 2324 28 3t 39 3 39 37 27 24
34% 35 32% 31 31 38 41% A4Z% Al
30 32 38 Z9 29 36 34 34
25 28 26 25 2% 25 20 20 7
300 30 30 31 32 45 30% 49% 47
28 283 28 29 30 43 44 41 39
9 18 20 21 22 23 27 24 29
36 31% 32 37% 38 : 43 47 47 34
33 029 30 3% 36 42 42 41 38 28
20 24 24 - 30 23 32 2 23 22
3a | 30 30 30 32 38% 40 400 31
27 27 28 27 27 30 34 32 30 26
20 20 20 22 22 22 22 24 22 16 16

*%¥Sources; Poultry Products Markes
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