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Canadian Poultry and Egg Processors Council                             . 
Conseil canadien des transformateurs d’oeufs et de volailles 
 

 
 
May 15, 2020 
 
The Honourable Marie-Claude Bibeau, P.C., M.P. 
Minister of Agriculture and Agri-Food 
1341 Baseline Road 
Ottawa, Ontario  K1A 0C5 
Via Email: aafc.minister-ministre.aac@canada.ca 
 
Re: Further Information on Issues Discussed on May 12 with CPEPC’s Board of Directors  
 
Dear Minister,  
 
Thank you for meeting with the Canadian Poultry and Egg Processors Council’s (CPEPC) Board of Directors and 
myself last Tuesday. As discussed, we are following up in writing to clarify the situation our members are facing 
and the type of support we are urgently seeking.  
 
Since the beginning of the crisis, our members have been focused on the following priorities:  
 

1. Ensuring the health and safety of our workers and plant inspectors;  
2. Maintaining the supply of safe and affordable poultry and egg products for Canadians; and 
3. Collaborating to avoid having to humanely euthanize birds.  

 
Meeting the first objective has required that we make significant investments and incur additional costs to 
ensure workplace safety in a COVID-19 environment. For our sectors alone, those investments have exceeded 
$87 million for March and April and have had a major impact on our member companies’ cost structure. While 
we expect the new Emergency Processor Fund will support a fraction of those investments, based on the 
information we received so far, that fraction will be relatively small. For example, the cost of physical barriers, 
machinery and equipment such as trailers, tents, additional washrooms and medical devices represents 
approximately 10% of COVID-19-related expenses. Based on feedback received from officials, we understand 
that other expenses such as additional PPE purchases, added labour costs due to distancing measures (e.g., 
isolation of shifts, break/lunch rotations, distancing where physical barriers cannot be added), labour cost of 
additional sanitation measures and costs related to product disposal will likely be ineligible for funding under 
the Emergency Processor Fund.  
 
Meeting the second objective of maintaining supply to Canadians means that we have had to maintain 
operations despite challenging and, in some cases, unsustainable market conditions. We explained Tuesday 
that chicken processors maintained production even though market demand declined sharply, in large part 
due to reduced foodservice demand. As a result, wholesale commodity prices dropped abruptly due to excess 
supply. The example in Table 1 below (for illustration purposes only) shows how this sharp drop in commodity 
prices can make a processor’s operations unprofitable. In this case, a 50% reduction in commodity prices 
reduces the processor’s gross margin from an 8.5% surplus to an 8% deficit. Note that this figure would be 
higher if the example also included additional COVID-19 costs and investments. This 50% reduction in 
commodity prices therefore leads to a 16.5% reduction in gross margins and a similar reduction in total 
revenues.  
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Table 1 – Example for Illustration Purposes of How Lower Commodity Prices Impacts Chicken  
Processors’ Gross Margins 

Scenario Market Share of total sales Margin by market Gross Margin 

Pre-COVID 
Commodity 15% Break-even (0) 

8.5% 
Retail and foodservice 85% 10% 

COVID 
Commodity 30% -50% 

-8% 
Retail and foodservice 70% 10% 

 
As Table 2 below indicates, chicken processors’ gross margins have dropped sharply in recent weeks, resulting 
in a $99.8 million market loss as wholesale market prices dropped below processing costs. Because they have 
continued to operate as an essential service, companies in the sector rarely qualify for the Canada Emergency 
Wage Subsidy (CEWS), despite being in a position where they had to continue to maintain operations despite 
market conditions. It must also be understood that processors cannot reduce their purchase of poultry 
products despite the downturn in foodservice demand – in fact in several provinces, processors are obligated 
to purchase live birds raised by farmers. Had processors chosen to reduce production levels to qualify for the 
CEWS, farms would have had to be depopulated and poultry products would have been removed from the 
food chain. Provincial and federal officials have also made it clear that depopulation should be a last resort 
option. For these reasons, we are recommending that the Canada Emergency Wage Subsidy be expanded to 
companies in essential service sectors such as food processing that have experienced a 15 to 30% reduction in 
revenues.  
 
Table 2 – Primary Chicken Processors’ Losses Due to Market Conditions 

Week ending
Wholesale price (EMI Market 

Composite) - cents/kg
Gross Margin 

Composite - cents/kg
AAFC Production (kg 

evisc.)
GMC - 5-yr Olympic 

Av. - cents/kg
Market Loss

Market Loss using 70% of 
Olymp. Average

2020-03-22 369.86 147.73 25,649,408 139.79
2020-03-29 368.40 146.27 25,437,143 141.28
2020-04-05 323.13 101.00 25,498,157 143.84 $10,923,664
2020-04-12 292.97 70.84 22,244,576 148.64 $17,305,018 $7,385,939
2020-04-19 290.61 68.48 25,063,562 148.91 $20,158,094 $8,961,432
2020-04-26 284.18 62.05 26,130,762 148.28 $22,531,315 $10,907,496
2020-05-03 312.31 90.18 25,084,943 154.74 $16,195,320 $4,550,067
2020-05-10 327.25 105.12 25,084,943 155.63 $12,669,039 $957,364
Total $99,782,450 $32,762,298  
 
The challenge we therefore identify is that several CPEPC members find themselves in a financially 
unsustainable position as their net income is negative. Most do not qualify for the CEWS because it only looks 
at their total income and does not take into account the costs they have incurred to keep a safe workplace as 
they continue to operate. As a result of this situation, some smaller establishments in our industry have had to 
stop operating due to current business conditions. Our concern is that while larger establishments may be able 
to weather this storm over a longer period, they are still in a financially unsustainable position that could 
compromise our industry’s ability to maintain the supply of safe and affordable poultry and egg products.  
 
Before we turn to proposed solutions, we wish to state that our members purchase their main input from 
supply managed sectors. We want to emphasize that our members do not operate under supply management 
themselves, and do not benefit from revenue certainty. While CPEPC supports supply management, for our 
members, the system only means that input costs are set by producer groups based on their cost of production 
and producer groups also decide the production level. As a result, in the poultry and egg industry, our 
members have been those directly impacted by COVID-19.  
 
In closing, we are seeking your support to help us meet our common objectives of ensuring that Canadians 
continue to have access to safe and affordable food, that workers’ health and safety be ensured as we 
continue to operate, and that we continue to provide sustainable employment for approximately 30,000 
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Canadians. We are therefore asking that the following policy measures be made available to hatcheries and 
poultry and egg processors: 
 
1. Canada Emergency Wage Subsidy – Expand the program so that hatcheries and poultry and egg 

processors that have seen revenues decline by 15–30% are eligible. 
 

2. Agri-Recovery – Make hatcheries and poultry and egg processors’ COVID-19-related expenses eligible 
under Agri-Recovery. Agri-Recovery should be expanded to include hatchery and poultry and egg 
processor expenses related to COVID-19 that are not covered under the Emergency Processor Fund. 
This should specifically include PPE (masks, gloves); structural investments (dividers, tents, trailers); 
disposal of products (products past date, hatching eggs not required due to allocation decrease); costs 
related to depopulation of animals by processors and additional labour costs (incentives to 
employees). AAFC should make their portion of the funding (60%) available to poultry and egg 
producers and processors regardless of any provincial request. We understand that AAFC is 
considering raising the refundability threshold from 70 to 90% for COVID-19-related expenses. If this is 
the case, hatcheries and poultry and egg producers and processors should be included. We believe an 
exception should be made for hatcheries and poultry and egg processors as costs in our industry are 
concentrated on processors while producers are eligible for Agri-Recovery.  
 
We understand from a subsequent discussion with your Director of Policy that costs associated to 
depopulation or humane slaughter (catching, transportation, processing and rendering costs) – in 
plants or on farm – in the event that establishments are unable to process animals are covered under 
Agri-Recovery. We would appreciate receiving written confirmation that this will be the case should 
this situation arise.  
 
We also wish to state that processors will not pay producers for the cost of live birds that need to be 
depopulated or humanely euthanized. We believe producers should also be eligible for Agri-Recovery 
to recover the value of animals being depopulated or humanely euthanized.  
 

3. Emergency Processor Fund – We are sharing our recommendations on the program framework with 
appropriate AAFC staff and your Director of Policy. Our main concern with the program is that the 
funding amount will be insufficient to cover the costs incurred by food processors. 
 

4. Surplus Food Purchase Program – We look forward to working with AAFC on the design and delivery 
of this program and hope it will help direct surplus egg and poultry products to people in need across 
Canada. 

 
We thank you again for your support of Canada’s agri-food sector and look forward to continuing to work with 
you to ensure a resilient supply chain through this crisis.  
 
Sincerely,  
         
 
 
 
Joël Cormier     Jean-Michel Laurin 
Chair of the Board    President & CEO  
 
c.c.  Jérémy Gauthier, Director of Policy 
 CPEPC Board of Directors 


