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THE UNINTENDED CONSEQUENCES
OF MUNICIPAL BY-LAWS
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Montrealers may soon suffer the “unintend-
ed consequences” of two municipal policies
likely to produce effects that are just the op-
posite of their stated purpose. This is in line
with a dynamic that is well known to econo-
mists but often overlooked by politicians.

When governments decide to impose practices
on an industry, they are meddling in economic
and commercial matters. But since politicians are
not all-seeing and all-knowing, unexpected con-
sequences may arise.” Economist and Nobel
laureate Friedrich A. Hayek (1899-1992) wrote
extensively on this topic. In Hayek’s view, each
person possesses only a tiny fraction of the total
knowledge that enables an economy to func-
tion.? Accordingly, not even the most competent
of bureaucrats can claim to have the required
knowledge, and any attempt at planning — or at
regulating, in the cases examined here — leads to
inefficiencies, such as shortages or gluts.

These “unintended consequences” of public
policies were also brought to light by Frédéric
Bastiat, a 19t"-century French liberal economist
and thinker. Bastiat explained the need to distin-
guish between the “visible” effects of a public
policy and its “invisible” and often adverse ef-
fects.3 Two recent cases illustrate this
phenomenon.

THE CITY OF MONTREAL AND PET SHOPS
Since July 1, pet shops in Montréal have been
required to get their supplies of cat, dogs and
rabbits from shelters or veterinary clinics.* The
City argues that there are many animals in shel-
ters, and it wants to encourage people to adopt
abandoned animals.® In addition to interfering
with citizens’ freedom to acquire a pet of their
choosing and impeding pet shops’ freedom of
trade, this action could well produce an effect

running counter to its goal as regards the well-being of
animals.

Until very recently, pet shops were supplied by breeders,
who offered a wide variety of pets. In comparison, shel-
ters that receive abandoned animals do not have enough
of them to meet demand, or at least to meet consumers’
needs, and this could threaten the survival of several pet
shops.® Moreover, many of the animals housed in shelters
cannot be placed in families with minors, while others are
older, making them less attractive to families. Meanwhile,
the idea of obtaining supplies from veterinarians will be
hard to fulfil since their professional order prohibits them
from selling animals.’

While the by-law penalizes brick-and-mortar businesses,
on-line sales remain free of constraints. Customers can
therefore easily buy puppies or kittens, based on their
choices and preferences, directly from breeders or indi-
viduals, most of whom, unlike pet shops, do not hold
permits from the Quebec ministry of agriculture, fisheries
and food® and are not regularly inspected.

The point here is not to denounce the purchase and sale
of pets on the Internet, or to come out against what may
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resemble a free market in domestic animals, but
rather to highlight the unintended consequences
of this by-law, which seeks “to further protect
the health and welfare” of animals.’

The “visible” effect of the regulations will there-
fore be to make it more complicated for people
to get animals from monitored places, while the
“invisible” effect will be to direct these same
customers to other animal dealers who will not
be subject to monitoring. The resulting situation
may well run counter to the good intentions
that led to adoption of the municipal by-law.

CIRCULARS AND LOCAL

WEEKLY NEWSPAPERS

With the aim of reducing the consumption of
printed products, the Montreal Metropolitan
Community recently recommended moving to
distribution of advertising flyers (such as those
delivered in Publisac bags) based on a “volun-
tary rather than systematic approach.” This
would rely on the opt-in rather than the opt-out
principle; in other words, distribution would be
allowed only to citizens who request it."°

The “visible” effect of this policy would be to
reduce the number of flyers printed. But this ef-
fect hides another one: if this formula were ap-
plied, it would threaten the business model and
even the survival of local weeklies. At present,
these newspapers are distributed in Publisac
bags, together with the flyers. Without Publisac,
it would cost far more to distribute weekly pa-
pers to each door.™

Although this by-law in no way targets the
media, the “invisible” effect would be to under-
mine the economic model of neighbourhood
newspapers, which already face many challen-
ges. Moreover, this is a typical example of moves
by one level of government (municipal) uninten-
tionally producing effects that run counter to the
goals of other levels of government (provincial
and federal) that are specifically seeking ways of
enabling newspapers to remain economically vi-
able. Indeed, the federal government has insti-
tuted three new tax measures, including a tax
credit to support Canadian journalism.'

FIRST, DO NO HARM

Economic hell is often paved with good political inten-
tions. Elected officials and bureaucrats need to keep in
mind that the regulations and laws they establish have ef-
fects that go beyond what is visible at first glance. The
examples cited here are just a tiny sample of the un-
intended adverse effects that lawmakers create each time
they decide to intervene in the economy in one way or
another. In fulfilling their duties, they would do well to re-
member one of the first things taught to medical stu-
dents, something that applies in countless ways to public
policy: primum non nocere, or first, do no harm.
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