Abstract

QUOTA
ASSESSMENT
EVALUATION
June 30, 2017

Since the 2005 BC Farm Industry Review Board’s
Specialty Review, the British Columbia Chicken
Marketing Board (BCCMB) has developed successful
new entrant and specialty programs, providing
opportunities for new entrant growers and supporting
the development of new poultry processing facilities
serving regional and specialty markets. These
programs are successful partly because broiler
chicken quota trades freely with few restrictions on
transfers. While quota transfer restrictions can be an
effective tool applied to quota granted to new entrant
growers, they have unintended consequences when
applied to long term growers who have already
invested considerable time, capital, money and other
resources in the industry. Restrictions on quota
transfers reduce quota liquidity, making it more
difficult all growers including new entrants to expand
their operations.

2017 BC Chicken Marketing Board Quota Assessment Evaluation

1

Contents
Abstract .......................................................................... 0
Introduction .................................................................... 2
Relevant Policies ............................................................. 2
Stakeholder Consultations ............................................. 2
Objectives ....................................................................... 3
1.

New Entrant Grower Program................................ 3

2.

Transfer Assessments & Restrictions ..................... 5

3.

Alternatives to Declining Transfer Assessments .... 7

Discussion on Transfer Restrictions and Leasing ............ 7
Recommendations.......................................................... 8
Lessons Learned ............................................................. 9
Appendixes ................................................................... 10
Appendix 1 .................................................................... 11
Quota Assessment Evaluation Notice April 18, 2017 ... 11
Appendix 2 Quota Assessment Presentation to Growers12
Appendix 3 Online and Written Submissions from Individuals

13

Appendix 4 Submission from BCCGA............................ 14
Appendix 5 BCCMB amendments to NEGP December 9, 2016

15

Appendix 6 2016 NEGP Review Notes (from Telephone Interviews)

16

Appendix 7 2016 BCCMB Strategic Plan ....................... 17

BRITISH COLUMBIA CHICKEN MARKETING BOARD
101-32450 Simon Avenue, Abbotsford, BC V2T 4J2 Phone: 604-859-2868 Fax: 604-859-2811 www.bcchicken.ca

2017 BC Chicken Marketing Board Quota Assessment Evaluation

Introduction
In 2005, the BC Farm Industry Review Board (BCFIRB) provided principles and direction to B.C.’ s
five supply managed agriculture commodity marketing boards to ensure the existence of
programs to adequately support specialty markets and new farmers.
In 2017, the BC Farm Industry Review Board is reviewing the outcomes of some of the directives
of the 2005 review with the announcement of its Quota Assessment Tools Evaluation.
In this report, the BC Chicken Marketing Board (BCCMB) has evaluated quota assessments as
they pertain to chicken quota in BC and has recommended changes to transfer assessment
structures that are needed to maintain sound marketing policy, taking into account both
industry and public interest.

Relevant Policies
The four key policies from the 2005 Review that apply to this evaluation include:

1.
2.
3.
4.

Quota is intended to be produced.
Quota is transferable.
Producers are actively engaged and committed to the industry.
Quota is available to commodity boards to support policy objectives, including
development of specialty markets and providing for new entrants in the supply
managed system.

Stakeholder Consultations
The BC Chicken Marketing Board consulted for this review via emailing all stakeholders, website
with an online form, attending at regional grower and BCCGA director meetings, participating in
meetings with other supply managed commodity boards, and referring to our 2016 New Entrant
Grower Program (NEGP) evaluation.
Email & Website
On April 18, 2017, the British Columbia Chicken Marketing Board sent a notice to BC chicken
Industry stakeholders group (Appendix 1). The notice was made available to the public by
posting it on our website with an online fillable form. The notice was made “sticky” to be first
item visible on our home page from April 18, 2017 to June 12, 2017.
Regional Grower & BCCGA Director Meetings
BC Chicken Marketing Board staff presented this project at regional grower meetings where we
participated in face-face listening sessions with industry stakeholders (growers, processors, feed
companies, hatcheries, and banks). A copy of the presentation used is in Appendix 2.
Online submissions
In total, BCCMB received 9 online submissions and one submission from the BC Chicken
Growers’ Association (BCCGA). The BCCGA directorship consists of 9 chicken producers with 2
directors representing the Interior, 1 representing Vancouver Island, 5 representing the Lower
Mainland and 1 representing specialty producers. Because the BCCGA are elected by the 325
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chicken growers in BC and represent the different regions and production types, we put
considerable emphasis on this submission.
2016 New Entrant Grower Program Evaluation
The BC Chicken Marketing Board (BCCMB) conducted an evaluation of its NEGP in 2016. The
BCCMB will not be recommending any major changes to the NEGP as part of this evaluation
because this was done in November 2016. However, because many issues discussed in this
evaluation are relevant to this report, data and feedback from the 2016 NEGP evaluation were
carefully reviewed. In 2016, ten NEG’s were interviewed, including six mainstream growers in
the interior, three specialty growers in the lower mainland and one mainstream grower on
Vancouver Island. After completing a full evaluation of our NEGP, the BCCMB made two
changes to improve it, increasing the entry level of quota to 20,000 kg and establishing a
matching “buy one, get one program” to help mainstream new entrants purchase quota. We
have included details of this review in Appendix 5.

Objectives
BCCMB’s objectives for this evaluation are:
1. To evaluate the efficacy of BCCMB’s New Entrant Grower Program, as well as other new
entry in the industry.
2. To identify and evaluate the impacts of transfer assessments on incentive quota, both
based on the current scenario and in the case of a pro-rata mainstream quota increase.
3. Identify possible alternatives to declining assessments that would encourage active
engagement and commitment to the industry.

1. New Entrant Grower Program
BCCMB’s NEGP has created opportunities for not only new entrant growers but also regional
and specialty processors.
From 2005 to 2016, BCCMB has distributed 814,180 kg (per 8 week cycle) of quota to new
entrant growers, as summarized in Table 1.
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Table 1 Number of New Entrants and Kilograms Distributed

Year

KGS Live
Distributed
to New
Entrants

Lower
Mainland
Mainstream

2006

96,635

3

2007

52,734

2008

46,296

2009

38,906

Interior

3
2

3
3

2010

69,958

2011

100,615

2012

77,468

2013

119,866

2014

78,630

2015

55,945

2016

77,127

1

TOTAL

814,180

7

Vancouver
Island

2

Lower
Mainland
Specialty

Total
New
Entrants

3
4

11
6
6
5
2
11
10
1
2
5
1

3
2
2

2
1
1
2

9
9

5
14

14

25

60

Through the NEGP, BCCMB was able to channel production to support the development of three
new processing facilities in BC, serving specialty and regional markets: Farm Crest Foods, Fraser
Valley Specialty Poultry and Island Farmhouse Poultry. Farm Crest Foods in Salmon Arm serves a
regional market in the Interior with mainstream and organic chicken. Fraser Valley Specialty
Poultry in Chilliwack BC processes specialty Asian and organic chicken. Island Farmhouse in
Cowichan Bay serves a regional market on Vancouver Island with mainstream chicken. In total,
these new processors have processed approximately 54 million kg of chicken since 20071.
During our 2016 NEGP evaluation, all 10 of the new entrants interviewed expressed that the
NEGP is an effective program to provide opportunities to a supply managed industry.
In our 2017 Quota Assessment Evaluation, eight out of the nine respondents to our online
consultation, in addition to the BC Chicken Growers Association stated in their submission that
they support our NEGP and the program has provided adequate opportunities to them.
From 2005, the BCCMB NEGP has supported the establishment of 60 new entrants, which is
represents almost 20% of our total grower population and 3 new chicken processing facilities.
In our 2017 consultation, all respondents, including the BCCGA, agreed that the current transfer
assessment provides adequate opportunities for new entrants. We note one respondent added
to their answer that the program does reduce sales of quota and makes it more difficult for new
entrants to grow. We will address this issue in our recommendation.

1

BCCMB Grower Program – Production Type by Processor Reports 2007- Present. Records are not
available prior to 2007.
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2. Transfer Assessments & Restrictions
Background
In the 2005 Specialty Review, BC FIRB directed the establishment of two restrictions on the
transfer of incentive quota to prevent individuals from quickly re-transferring it for a “windfall”
gain while allowing Boards to redistribute quota in a manner to improve responsiveness to
specialty markets and provide additional opportunities for new entrants.
Sometimes transfer assessments are referred to as ‘transfer restrictions’. In BC FIRB’s Specialty
Review and BCFIRB’S September 2, 2005 direction, all quota issued by the board is subject to
either 5% assessment (quota issued prior to the Supervisory Review) or LIFO 10/10/10 when it is
transferred.
“LIFO” is an acronym for “Last In, First Out.” In its 2005 Specialty Review, BC FIRB directed that
a condition of “LIFO” be implemented on the transfer of any incentive quotas issued after 2005.
In other words, the last quota issued by the board is the first quota to be transferred.
“10-10-10” describes a declining transfer assessment for the transfer of incentive quotas. This
schedule requires an automatic retraction of 100% in the first year after issuance. Subsequently,
the amount retracted declines by 10% per annum until it reaches a minimum assessment of 10%
in year 10. Similar to LIFO, this is to be applied on any incentive quota issued after 2005.
Instead of the 5% direct assessment on quota issued prior to 2005, BCCMB uses a deemed
assessment approach by tracking all quota transfers (including family transfers) and taking a
three year rolling average of all quota transfers, with no exceptions. We then calculate a
deemed transfer assessment based on 5% of the three year rolling average of quota
transfers. Each year, the deemed assessment is deducted from the provincial allocation
received from Chicken Farmers of Canada and placed in the new entrant pool. Because all
producers remaining in the industry share the cost of the funding of new entrant growers, the
impact on individual producers is minimal and growers exiting the industry do not bear any cost
of the assessment.
Other supply managed commodity boards in BC used a direct transfer approach, deducting a 5%
assessment from individual quota transfers. Under this approach, the exiting producer incurs
the cost of the assessment, with some exceptions, such as for family transfers and corporate
restructuring.
BCCMB Transfer Statistics
There is active transfer of broiler chicken quota within the BC chicken industry ranging frm 1 to
11% per year, as exhibited in Table 22. The total assessments derived from the transfers under

2

Because BCCMB does not have any exemptions from our quota assessment, we do not track any
personal information about the transferring parties such as familial relationships.
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the current 5% deemed transfer assessment has been effective in providing sufficient quota for
us to meet the requirements of the NEGP and address specialty market demands.

Table 2 Quota Transfers and Total Quota Holdings
Year

Total Quota Transfers
(kg/8 week cycle)

Quota Totals
(kg/8 week cycle)

*2007
688,720
2008
361,831
2009
1,457,946
2010
1,407,460
2011
1,661,894
2012
1,765,625
2013
1,711,581
2014
2,070,519
2015
789,654
2016
2,200,877
**2017
3,304,873
Total
17,420,980
Based on BCCMB Production Coordinator Records

30,705,274
30,758,008
30,804,303
30,842,301
30,871,906
30,952,715
31,084,660
31,217,369
31,230,112
31,282,146
31,309,639

Quota Transfers %
of Total Quota
Holdings

2%
1%
5%
5%
5%
6%
6%
7%
3%
7%
11%

*We don't have records for 2007 and 2008 so they are estimates based on 2009 totals, less kgs
distributed to new entrants in 2008 and 2009.
** 2017 transfers are based on transfers effective for periods A141 to A146.
There were more quota transfers than usual at end of 2016 that took effect in 2017 in response to
new CRA tax polices
Consultation
The BCCMB has received input regarding transfer restrictions in our 2016 NEGP review, and our
2017 quota assessment evaluation.
In our 2016 review of our NEGP, nine of the ten NEG’s interviewed had not purchased additional
quota since their incentive quota was issued. They stated that the declining transfer rule (10-1010) deters financial institutions from allowing NEG’s to use quota as an asset. In addition, four
new entrants stated that they were unable to access small amounts of additional quota. We
will address the declining transfer rule and the availability of small amounts of quota in our
recommendation.
In our 2017 Quota Assessment Evaluation, four individual submissions stated that the 10-10-10
and LIFO policies will restrict movement of quota because farmers have a disincentive to
transfer quota when they cannot receive its full value. Three respondents elaborated on this
point that it would make it even more difficult for new entrants to grow. We did expect a low
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response to this question because most BC chicken growers have not experienced this policy
firsthand because BCCMB has not issued any pro-rata quota increases to mainstream growers
since the 1997.
The BCCGA’s submission states that declining transfer assessments make sense for new entrant
growers, but when applied to growers who have been in the industry for ten years or more, they
detract from grower reinvestment, reducing active quota transfers and quota availability.
Furthermore, the BCCGA states that the LIFO policy applied general quota increases will put an
upward pressure on the quota values.

3. Alternatives to Declining Transfer Assessments
BCCMB’s third objective of this project was to identify alternatives to declining assessments. In
the individual submissions, there was a general consensus that declining assessments work for
our NEGP and don’t work for mainstream growers, but there were few alternatives to declining
assessments submitted. There were two submissions that suggested the time frame be longer
and that the last assessment at the end of ten years be removed (eg. 10-10-0). One individual
recommended that the LIFO policy be changed to LILO (Last In, Last Out).
The submission from the BC Chicken Growers Association was consistent with the other
submissions received, recommending that the declining transfer assessment (10-10-10) be
limited to new entrant growers. They state that other growers who have invested ten years or
more in the industry have already demonstrated that they are committed by not only a
significant financial investment, but also by continuously adopting practices to meet expanding
industry standards and consumer expectations.
The BCCGA also recommended the LIFO policy be eliminated, stating that it complicates orderly
marketing, that it limits quota availability and puts an upward pressure on quota values.

Discussion on Transfer Restrictions and Leasing
In BC FIRB’s direction letter for this project, they requested some discussion on quota transfer
restrictions and leasing.
BC chicken growers are subject to two kinds of transfer restrictions when transferring quota,
some mandated by BC FIRB, and some mandated by the BCCMB. They also have opportunities
to lease quota.
In 2005, BC FIRB selected transfer assessments as the best available tool to address challenges
(eg. to ensure quota is being produced and not being used as an asset that is bought and sold
for long term growers) and opportunities related to transferable quota, determining that the
first recipients of incentive quota should be expected to produce it. The BCCMB respects the
intent of these policies, but during our consultation process, we have not found any evidence
that this policy is effective. Based on our consultations with stakeholders, as well as with staff at
the BC Egg Marketing Board and BC Milk Marketing Board, we have found that these policies
can restrict quota movement, limiting growth opportunities for new entrants.
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In regards to internal policies to restrict quota transfers, BCCMB only has some restrictions on
transferring quotas out of the interior and island regions. (August 21, 2011 BCCMB General
Sections 40.3, 41.5 and 41.6).
In regards to leasing, BCCMB allows growers to adjust and manage production by leasing. Each
grower can lease in/out up to 50% of allotment each period. The price is negotiated between
the parties.

Recommendations
The BCCMB has a record of 10 years of successful new entrant grower and specialty programs
that have been developed without any additional assessments from mainstream growers. In
addition, our quota transfer records indicate that chicken quota trades freely and is liquid. After
consultation with our stakeholders, discussion amongst our board, the BCCMB is recommending
that:

1. That LIFO and Declining Transfer Assessments be used for new entrant growers
only.
Declining assessments and last in/first out restrictions on general increases of quota not
only decrease quota liquidity but also complicate orderly marketing at both the board and
farm level. We have not found any evidence that the absence of such an assessment will
motivate farmers to immediately trade quota for a ‘windfall gain.’
The BCCMB discussed other restriction options on incentive quota for long term farmers,
but found that any restrictions would have the unintended consequence of limiting quota
liquidity, which would put upward pressure on quota values and make it more difficult for
new entrants to grow.
The proposed policy for an announcement of a general increase of quota is summarized as
follows:
a) BCCMB announces a general quota increase and sends letter to growers.
b) Growers have 365 days from the announcement to create space (either by selling
quota or building). If they fail to make space is available, they will forgo the
increase.
c) The pro-rata % increase will be based on the quota holding at time of increase (not
the time of the announcement).
We expect most, if not all, growers will accept the increase and provide additional space.
The increase is based on the quota holdings at the time of the increase (not the time of the
announcement), so this will discourage growers to sell for a ‘windfall gain’3. Furthermore,
because BCCMB operates on a pro-rata system, it must be noted that quota increase does
not automatically result in increased production and/or revenue for the farmer. It does,
however, give growers more confidence to build more space.

3

We do acknowledge that some farmers may be already operating at their resource capacity and may not be able to
build space for the entire increase. In these circumstances, they may transfer some quota out to create space, which
will improve quota liquidity and put some smaller parcels of quota on the market for new entrants.
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2. That the 10/10/10 transfer restrictions for new entrant growers be changed to
10/10/0
Currently, new entrant growers, after 10 years, still have a 10% assessment on incentive
quota they received as part of the NEGP. We believe that new entrants who have made a
10 year commitment to the industry should not have this assessment. Because BCCMB uses
a deemed assessment, this assessment is not necessary to fund programs such as our NEGP
and specialty programs.
The BC chicken industry is comprised of many long-term families through intergenerational
transfers since the supply managed system was brought into effect. These growers have
invested and reinvested many times over. This would not have been possible without the
security of quota. The system needs to recognize the need for adaptation to change and
adoption of production practice such as environmental sustainability, animal care, etc. in
response to changing consumer preferences are costs borne by growers. Assessment policies
that “penalize” growers for transferring quota are not beneficial to the overall health of the
industry. The BCCMB is committed to increase quota liquidity to encourage renewal and make
it easier for new entrants to grow. To achieve this, we need to minimize restrictions on quota
transfers.

Lessons Learned
We know that there is no ‘ideal time’ to do a consultation but we did find it difficult to engage
with growers because pricing was foremost on their mind. Our growers had been waiting for
pricing decisions for a long time, and were not in the mood to talk about other issues.
Another limitation to our consultation is that most of our growers were not familiar with these
quota assessment policies. Because we had not had a new quota issuance since before 2005,
growers generally did not have experience with these policies, unless they had experience in the
egg or milk sectors. Most growers had some difficulty understanding the policies fully.
We found the knowledge and experience of our colleagues at the other supply managed boards
was particularly helpful. While we have many differences in how we manage quota, we have
many similarities in our long term objectives. In this consultative process, we had an active
dialogue with our colleagues in other boards and this helped move our project forward in a
meaningful way.
Both the BCCMB board and staff found this evaluation process an exceptionally valuable
learning process. We are grateful for the guidance from the BC FIRB, who hosted two sessions
where they invited all five supply managed board in BC to discuss quota assessments in a
collaborative manner. BC FIRB showed leadership and skill in orchestrating the discussions that
were mutually beneficial and meaningful. There were several times when we needed additional
guidance from BC FIRB staff and they were readily available to answer our questions and lead us
in the right direction. We are very thankful to the board and staff at BC FIRB for their support
and guidance throughout this project.
B:\Administration\FIRB & MAFF\FIRB\Quota assessment review 2017\2017 06 29 Quota Assessment Report To FIRB FINAL.docx
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