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What are the differences between agriculture 
in market and mixed economies?  

LEARNING source food DEMOCRACY

Have you heard the expression, “You can’t have your cake and eat it 
too”?  Because we — as individuals or communities — cannot have 
everything we may want, we have to make choices. Consumers 
consider cost when they make decisions about the food products 
they buy. They balance the purchase price of these products with 
personal preferences and the benefits to health and quality of life. 

Resources used in agriculture are limited. Resource scarcity forces 
consumers and farmers to make choices. For example, the choices 
consumers make today can have an effect on how they will live and 
eat in the future. 

After considering the costs and benefits involved, governments 
must also make choices about the extent to which they get involved 
with agricultural activities and production.

Farmers and other agricultural producers also consider their 
resources when they decide what type of food product to produce, 
how to produce it and how to bring it to market. They balance these 
factors with their ability to make a living and build a good quality of 
life.  

the economics of supply management 

Canada has a system called supply management. Supply 
management is a uniquely Canadian system under which farmers 
work together to match what they produce — supply — to what 
consumers want — demand. 

Canada’s egg, poultry — which includes chicken and turkey — and 
dairy farmers agree to sell their products under a consistent set of 
rules. This consistency balances the supply and demand.

How does the concept of scarcity 
apply to the purchasing decisions that 
consumers make?  How does it apply 
to food security?  

9



14

Share your project AGRICULTURE learning experiences on Instagram or Twitter using #projectagricultureab

Supply management was introduced to help stabilize several highly 
volatile agricultural activities, including eggs, poultry and dairy, 
as well as to reduce waste of products for which there was no 
consumer need or demand. 

Canadian farmers worked with provincial and federal governments 
to develop the system, which was designed to ensure a fair market 
for farmers’ products and livelihoods. 

Supply management also allows farmers to plan for a future. They 
can invest in their farm, knowing that they will be guaranteed a fair 
price and income for the products they produce.

Supply managed farmers do not set the price at which they sell their 
product, unless they sell directly to consumers, such as at a farmers’ 
market. They do not influence the price that consumers pay at 
grocery stores. Not all farmers can sell directly to consumers. 

For example, while some supply managed turkey farmers do sell 
turkeys directly from their farms, hatching egg farmers do not. 
Hatching egg farmers ship their eggs to a hatchery where baby 
chicks hatch after the eggs are incubated for 21 days. Once hatched, 
the chicks are transported to a chicken grower’s farm. A broiler 
hatching egg is never sold in retail stores and is not meant for human 
consumption.

Dairy products can only be bought from a 
licensed dairy processor or retailer. There 
are several farms across Alberta where 
a dairy farmer also operates an on-farm 
processing plant. Pasteurized milk and dairy 
products can be bought directly from these 
on-farm processors. Milk from these on-farm 
processors must abide by the same safety 
standards, approved by the Canadian Food 
Inspection Agency, as milk purchased at 
the grocery store. It is illegal to buy raw, or 
unpasteurized, milk.

Egg farmers are also paid according to prices 
established through supply management. 
They sell their eggs to graders. In Canada, 
eggs are graded, sized and packed at a 
grading station that is registered with the 
Canadian Food Inspection Agency. 

How does supply management affect 
prices that consumers pay at the 
grocery store?   
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Agriculture and Agri-Foods Canada sets the regulations and 
standards for egg grading. Graders sell eggs to retailers, who 
develop the packaging for eggs and set the retail price that 
consumers pay in the grocery store.  

Supply management guarantees that farmers get paid a fair price 
for the product that they produce. It does this through quotas. For 
example, all registered egg farmers and dairy farmers are required 
to have quota, which determines the number of hens they are 
allowed to raise on their farm. In dairy, quota determines how much 
milk these farmers are allowed to sell to the processors.

market systems

Under a pure market system, decisions about what food to produce 
and how to allocate resources are influenced by the price, supply 
and demand for these food products. 

Demand for a food product will likely fall when the price increases 
and rise when the price drops. The supply for the food product will 
increase when the price rises and decrease when the price drops. 
The market system encourages competition between producers. 
It also lets the market and farmers decide how much to produce 
and how to produce it. As there is no government intervention, side 
effects such as pollution, increased waste or unfair pricing can 
result if best production practices are not used.

mixed economic systems

Mixed economic systems combine elements of market and planned 
economies. All nations have mixed economies to some degree.  It 
is the amount of government involvement in economic decision 
making that differs. In a mixed economic system, a combination of 
market influences and government decisions determine which food 
products are produced, how they are produced and how they are 
distributed. In some countries, the government plays a larger role 
than in others. 

Governments may set regulations that modify the market economy. 
For example, they may intervene to prevent monopolies and ensure 
free competition, as well as influence the prices of agricultural 
products rather than leave them to be determined by market forces. 

What would it look like if you had 
everything you needed to start a 
farm in either a pure market or mixed 
economic system? How do you think 
a farmer would make decisions about 
what to produce?
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Government may also offer incentives (tax credits, subsidies, grants, 
exemptions or penalties) to encourage certain activities or farming 
practices (e.g., chemical bans, food safety controls, emission 
controls, clean energy).

Compare the mixed economic systems in the United States and 
Canada. In the United States, there is a free market for dairy 
products. Prices are influenced and fluctuate according to supply 
and demand. The government may provide subsidies to their  
farmers to make sure they have enough money to cover their cost   
of production. However, these subsidies do not always cover the 
cost of production. Wastage may result when the supply is greater 
than the demand.

In Canada, the supply management system ensures a balance 
between supply and demand. Farmers are not provided with 
subsidies. 

 Canada’s agricultural sector   

Canada has the best farmers and food processors in the world. We are a global 
leader in agricultural production, and the sector is of great importance to 
our economy, our trade and our jobs. This is why the Government of Canada 
has targeted agri-food as key to Canada’s path to prosperity, and to helping 
strengthen the middle class. 

Lawrence MacAulay, Minister of Agriculture and Agri-Food (2017) 

Do you agree with the Minister 
of Agriculture and Agri-Food’s 
assessment of agriculture in Canada? 
Why do you think this?    
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