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Executive Summary 
 
The following study has been conducted to address the need for up-to-date and 
objective analysis of the potential impact for farmers of an open market for wheat, 
durum and barley in western Canada. The approach utilized in this study refrains from a 
theoretical modeling approach in favour of direct evaluations of price performance and 
cost efficiencies by open market and single-desk selling systems. These comparative 
results are then applied to the Canadian marketplace to assess how farmers’ revenues 
and costs would be affected. 
 
One of the key claims made in support of a single-desk selling structure is based on the 
ability to exert market power within a given marketplace. Contrary to the claim that the 
CWB holds more than 20 percent of the international market, the analysis shows actual 
market share of 14.5 percent of the all-wheat trade and 11.0 percent of the global barley 
trade. The CWB falls far short of the generally accepted 25% market share threshold 
needed to exert influence over global prices of wheat and barley. 
 
When key individual importing countries are evaluated, there are few in which the CWB 
holds sufficient market share to potentially exert market power. Of the 91 countries to 
which Canada exported non-durum wheat, only Ecuador potentially exhibited 
characteristics suggesting that Canada has sufficient market power to leverage prices. If 
the criteria are relaxed slightly, four other countries (Colombia, Ghana, Guatemala and 
Venezuela) would meet the criteria for the CWB to potentially exert market power. 
Canada holds a more dominant position in the global durum market. Among the 41 
countries to which Canada exported durum, market influence by Canada could 
potentially be exercised in six. The analysis indicates that Canada does not hold 
sufficient market power in any of the 20 markets to which it has exported barley during 
the period under examination. 
 
Even though the CWB does not exhibit sufficient “market power” characteristics to 
extract premiums, Canadian wheat and barley may at times be higher priced in certain 
markets. The reasons for these higher prices however, have little, if anything, to do with 
single-desk selling. Several of the key benefits claimed by the CWB such as quality, 
consistency, food safety, customer service and reliability are not dependent on a single-
desk selling approach. 
 
In order to evaluate price performance by the CWB relative to an open market 
approach, prices for wheat, durum and barley at export markets were determined. For 
the core export markets, CIF prices achieved for Canadian wheat were occasionally 
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higher than other exporting countries, but not consistently. Further, when these prices 
were examined based on the classes of wheat exported, the results showed that in 
almost every importing country, the “premium” paid for Canadian wheat was actually 
smaller than the spread that would be available simply due to the class of wheat sold 
into these markets. The difference between actual CIF prices and class-weighted prices 
ranged from $6.84 to $21.41 per tonne, representing a premium foregone by the CWB. 
When CIF prices for core durum markets were compared, Peru was the only market in 
which Canadian durum appears to consistently achieve a higher CIF price than other 
exporters.  
 
The CIF price comparisons also show that Canadian barley achieves the highest 
returns on occasion but certainly not on a consistent basis. In the quality-conscious 
market of Japan, Canadian barley does not achieve a premium price. In most instances, 
Canadian values for feed and malting barley are lower than the other two exporters, 
Australia and the US. On average, Japan pays $15.40 per tonne more for Australian 
feed barley than from the CWB. For malt barley, the US achieves $29.81 per tonne 
more than the CWB price.  
 
When evaluating prices received by farmers in the US and in the Canadian prairies, the 
analysis shows that for hard red spring wheat, US elevator bids have been higher than 
final payments from the CWB in five of the last six crop years. The average difference 
between the Canadian and US values shows that Canadian farmers have received 
$15.97 per tonne less than their American counterparts. The comparison for durum 
shows similar results. For the crop years of 2001/02 to 2006/07, Canadian farmers 
delivering 1CWAD 13.0% have received $12.29 per tonne less than US farmers and 
1CWAD 11.5% has been $20.32 per tonne lower.  
 
The malt barley price in the US has outperformed CWB final payments for both two-row 
and six-row malting barley. In three out of the six most recent crop years analyzed, the 
average difference over those six years favours US elevator bids by $5.51 per tonne. 
The six-row CWB final payment is lower than the US elevator bid in five of six years, 
and the average difference is $21.11 per tonne. The feed barley market is the one in 
which the CWB final payments have performed the best relative to US elevator bids, but 
the average difference still favours the US by $2.85 per tonne. 
 
Some observers have pointed out that US elevator bids are not a useful comparison 
because the wheat, durum and barley markets in the US are limited to domestic 
consumption only. This statement ignore the fact that the US has exported an average 
of 58% of its spring wheat production and 44% of its durum production, indicating that 
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elevator bids in the US are not simply based on domestic use, but also reflect export 
markets. 
 
In order to examine the potential system efficiencies of an open market, two 
comparative measures were employed. The first utilized efficiency data from the 
Quorum Corporation which provides an “export basis” for several CWB and non-board 
crops. The export basis measures the overall logistics cost associated with moving 
prairie crops to an export position. The export basis levels for wheat, durum, canola and 
yellow peas (the crops analyzed by Quorum) have been $55.80 per tonne for CWRS 
wheat, $68.64 for durum and $45.37 for canola. This industry-developed measure 
clearly indicates that the cost of handling and marketing CWB grains is significantly 
higher than non-board crops and challenges the notion that the CWB is able to drive 
efficiencies in the system through its size and clout in the Canadian marketplace.  
 
While the CWB has taken steps to manage administrative costs, increases in this area 
are another reason for the trend toward higher system costs for CWB grains. Over the 
past 20 years, administrative costs have risen by an average of $1.99 million per year or 
an average rate of increase of 7.2%, in spite of declines in CWB grains administered. 
Administrative costs on a per-tonne basis climbed gradually from $1.29 per tonne in 
1987 to the mid-1990’s and then rose rapidly to peak at $4.03 per tonne in 2002/03, 
partly due to a drought-reduced crop in that year. 
 
The second efficiency measure compared system costs in the US and Canada and 
indicated that the total non-freight cost of moving wheat from southeast Saskatchewan 
to Vancouver has been $9.95 per tonne higher than the cost of moving wheat from 
North Dakota to the Pacific Northwest. This difference is a valid estimate of the greater 
efficiency that could be obtained from an open market environment and corroborates 
the findings based on the Quorum data. 
 
Over the most recent six crop years, the interest farmers could earn by selling in the 
open market in the US exceeds the interest earned from CWB payments, due to the full 
value of grain paid earlier in the year. The gain from open market sales of spring wheat 
is an average of $3.08 per tonne, while the average gain for durum sales is $3.98 per 
tonne. 
 
While it is difficult to forecast how an open market would affect western Canadian wheat 
acreage, the experience in other regions of Canada and the world would suggest that at 
the least, wheat area would stabilize if not increase slightly. Wheat acreage in western 
Canada has dropped more sharply than in eastern Canada and has declined more 
rapidly than any other major wheat exporter. 
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To quantify the enhanced gross revenue that would result from an open market for 
wheat, durum and barley, the estimated price differentials and costs of the CWB single 
desk were applied to volumes of the applicable crops. These estimates show significant 
savings could be achieved by farmers by moving to an open market, from a low of 
$13.72 per tonne for feed barley to a high of $47.57 per tonne for durum. Based on the 
most recent five year average of grain delivered into the CWB pool accounts, revenue 
gains from an open market system would total $450 million to $628 million per year. 
These savings estimates are based on those aspects which can be quantified, while 
items such as inefficiencies of CWB contracts, lack of price transparency, storage 
issues and sales timing are not included. 
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1.0 Study Framework 

1.1 Approach and Methodology 
 
The performance and potential role of the Canadian Wheat Board (CWB) has been 
receiving increasing scrutiny in the past several years. Key stakeholders in the debate 
including farmers, policy-makers, the CWB and other parties are seeking objective and 
current analysis to determine the path forward. Because much of the previous analysis 
and data is out-dated, current economic study is required to provide background for the 
present discussion. In particular, up-to-date research and analysis is presented in this 
study to properly examine the potential outcomes of an open marketplace for crops 
administered by the CWB.  
 
This study’s central objective is to evaluate the current market structure for wheat, 
durum and barley and determine the direct and indirect impacts of an open marketing 
environment on western Canadian farmers. The study responds to the following key 
questions:  

• What are the costs and benefits of an open market scenario relative to the 
current structure? 

• How would a competitive market for milling wheat, durum and barley influence 
the prices received by Canadian farmers?  

• What opportunities and risks would exist in terms of risk management practices 
for farmers and end-users? 

• What farm-level impacts would be expected in terms of gross revenue, cash flow 
and production practices? 

 
One of the hindrances in conducting this type of research has been the confidential 
nature of grain marketing information and data. In the past, this has made it difficult to 
quantify the costs and/or benefits of the current system and compare it to a potential 
open market system. While CWB and competitive sales data is still unavailable, other 
international data sources have recently become available, making it possible to 
evaluate performance of the current system of marketing wheat, durum and barley. 
 
Much of the prior research conducted with respect to the CWB has been based on 
econometric models designed to establish links between CWB performance and other 
factors such as price discrimination or the ability to exert market influence. The difficulty 
with these theoretical approaches is that, in order to deal with the complexity and 
interdependent factors affecting the marketplace, significant assumptions and limitations 
are applied to the models. 
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For example, in the frequently quoted study, The CWB and Barley Marketing: Price 
Pooling and Single-Desk Selling1, the authors employ numerous assumptions in 
building a model to determine whether the CWB is able to exert market power in world 
markets, including: 

• The theory that a single-desk seller is able to generate additional revenue 
through price discrimination  

• The assumption underlying the above theory that price variances between 
individual markets are strictly the result of price discrimination 

• A CWB marketing scenario that assumes the CWB has the ability to allocate 
sales in order to simultaneously maximize revenue in all markets. This scenario 
also assumes that domestic feed barley prices are equal to the CWB’s pooled 
export price for feed barley. 

• A hypothetical open market scenario that depends on an assumption that 
multiple sellers would sell all malt barley for the same price in all markets, with a 
similar assumption for feed barley sales. 

 
These constraints imposed on the data in an econometric modeling approach are 
necessary to create a workable model; however numerous other market factors are 
minimized or excluded from the analysis. For example, the model assumes that price 
discrimination is the sole cause of differing prices in various markets. However other 
factors, such as differing quality characteristics, delivery terms and sales timing can be 
provided by multiple sellers, including the accredited exporters often utilized by the 
CWB. The model is also based on the assumption that the CWB will act to maximize 
revenue while multiple sellers would not have the same revenue optimization objectives. 
It also assumes that the CWB has sufficient market knowledge to be able to 
simultaneously maximize revenue in all markets, while the multiple sellers (several of 
which are global entities with extensive market intelligence capabilities) would be unable 
to make similar determinations. 
 
The methodology used in this study that compares the CWB’s performance with an 
open market environment is based on direct price and cost comparisons, placing 
particular emphasis on CIF (cost, insurance, freight) values in destination markets. 
Rather than relying on theoretical models, these CIF value comparisons provide 
objective evidence of whether the CWB has, in fact, been extracting market premiums. 
This study utilizes publicly available data sources wherever possible and transparent 
methodology in order to allow scrutiny of the results. 
 
 

                                                 
1 The CWB and Barley Marketing: Price Pooling and Single-Desk Selling A.S. Schmitz, R. Gray, T. Schmitz, 
and G. Storey (Winnipeg: Canadian Wheat Board, January 1997) 
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1.2 Current Marketplace Structure 
 
The Canadian Wheat Board (CWB) is currently the sole marketing agent for wheat, 
durum and barley exported from western Canada and used for domestic human 
consumption. Livestock feed and industrial use of these crops in Canada are excluded 
from the CWB’s mandate. Farmers in the Designated Area (the prairies of western 
Canada) are required by Canadian federal legislation to market their wheat, durum and 
barley for export or human consumption through the CWB. 
 
Upon delivery of their CWB grain to a primary elevator, farmers receive an initial 
payment from the CWB, with the potential for further adjustment and final payments 
later in the year as the CWB markets the crop. The proceeds from CWB sales are 
deposited in a pooled account, with the objective of providing the same return 
(excluding freight costs) to all farmers regardless of when the crop is delivered. In 
recent years, the CWB has provided payment and pricing options that enable farmers to 
receive earlier payment for their CWB grain and price the CWB grain outside of the pool 
accounts. 
 
The CWB utilizes a group of approximately fifteen accredited exporters to market a 
significant portion of CWB grain to export destinations. Accredited exporters are 
Canadian and multinational companies that purchase grain from the CWB for resale. 
Trade sources indicate that the portion of CWB wheat sold through accredited exporters 
is close to half of exports. Other sources have suggested that accredited exporters 
account for well over half of malt barley export sales volumes. The CWB indicates that 
the majority of their total sales is sold direct rather than through accredited exporters.  
 
Rail transportation for CWB grains is currently administered through a combination of 
tendering, advance car awards and general allocation. In 2005/06, approximately 16% 
of CWB shipments to port were allocated through tenders, and a similar percentage was 
shipped through advance car awards.2 Transportation of non-board grains is arranged 
on a commercial basis directly between shippers and the railways. 
 
The Canadian Grain Commission (CGC) establishes and enforces quality standards for 
Canadian grain as well as licensing and monitoring grain handlers. The CGC provides a 
dispute resolution service when farmers and grain buyers disagree on grades. In 
addition, the CGC oversees delivery at terminal and transfer elevators and provides 
quality certification for export shipments.  
 

                                                 
2 Monitoring the Canadian Grain Handling and Transportation System Annual Report 2005-2006 Crop Year, 
Quorum Corporation, page 2. 



8 
 

The process of approving and registering grain varieties in western Canada involves the 
Prairie Registration Recommending Committee for Grain and the Canadian Food 
Inspection Agency. The major reason for the consistency of Canadian wheat quality is 
the control of registration of new varieties. The decision to register a new variety is 
made by the Variety Registration Office (VRO) of the Canadian Food Inspection Agency 
(CFIA). The CFIA will only register wheat varieties that have been recommended by 
regional committees such as the Prairie Registration Recommending Committee for 
Grain (PRRCG).3 
 

1.3 Open Market Scenario 
 
In an open market for wheat and barley, multiple entities would have the ability to buy 
grain from western farmers in a competitive environment. These buyers would likely 
comprise current grain handling firms and could expand to include new entrants as well. 
These companies would extend their existing logistics and merchandising efforts from 
current non-board crops to include export and human consumption of wheat, durum and 
barley. 
 
Other firms without physical grain handling facilities could participate as FOB sellers at 
port positions. These firms would likely include current accredited exporters, with the 
CWB potentially remaining involved in this role as well. Independent brokers would 
likely increase their presence, due to the less entrenched and rigid marketplace. The 
end result of an open market would involve a greater degree of competition than is 
currently the case. 
 
Under an open market scenario, farmers will market wheat, durum and barley and have 
the same pricing and delivery alternatives as they do now with non-board crops. Buyers 
would utilize similar purchase practices, including spot and forward-price contracts to 
source wheat, durum and barley. 
 
In an open market, rail transportation for all grain and oilseeds crops would be arranged 
on a similar basis as the current arrangements for non-board crops. Direct commercial 
agreements between shippers and railways, including advance booking of freight 
requirements, would be used to determine the allocation of rail capacity. 
 
The regulatory framework would remain largely unchanged. The CGC would retain 
responsibility for licensing grain handling companies and maintaining grain standards at 

                                                 
3 Profile of the Canadian Wheat Industry, Bi-weekly Bulletin, Agriculture and Agri-Food Canada, July 5, 
2004 
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primary and terminal elevators. Variety registration would remain the joint responsibility 
of the PRRCG and the CFIA. 
 
Market development and branding for Canadian cereal grains could shift to an industry 
driven and market responsive approach, similar to efforts conducted by the Canola 
Council of Canada and Pulse Canada. These industry-led organizations have promoted 
market development and branding of their respective crops in domestic and export 
markets. These groups have led the way in terms of trade issues, research and 
development, agronomic best practices and policy development. A similar approach for 
current CWB crops could build on existing platforms, such as the Canadian International 
Grains Institute (CIGI) to support the market. 
 

1.4 Key Structural Differences  
 
Farmers would likely notice several differences in an open market environment. Not 
only would they have the opportunity to market their grain to multiple buyers, they would 
also have greater responsibility for decision-making. Essentially, the marketing practices 
that farmers currently use for non-board grains would be extended to export and human 
consumption wheat, durum and barley. Thus, farmers would not need to develop new 
marketing skills, only apply them to more crops. 
 
In a market-driven environment for all crops, farmers and buyers would potentially 
experience greater volatility in wheat, durum and barley prices, especially compared to 
the CWB’s pool accounts. This volatility however, is very similar to what farmers and 
buyers already experience for current non-board crops and manage through hedging 
and cash contracting. In some market conditions, volatility can also provide pricing 
opportunities that do not currently exist. 
 
Several shifts in grain merchandising, handling and logistical practices would likely 
occur in an open market environment. Increased competition for current CWB grains 
would likely lead to narrower margins by grain handlers, especially as the fees and 
tariffs paid by the CWB are removed. The elimination of the CWB storage fees at 
primary elevators would be expected to discourage storing grain, improve throughput 
and increase system efficiency. 
 
The transportation system would shift to a strictly commercial arrangement between 
grain handlers and railways. While not a departure from the current system for non-
board crops, the increased volumes shipped under contractual agreements may require 
an enhanced dispute settlement mechanism. 
 



10 
 

It is not yet clear whether an open market would lead to increased domestic processing, 
although the experience with expanded oat, canola and pulse processing seems to 
indicate the potential for additional wheat, durum and processing exists.  
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2.0 Price and Basis Performance 
 
One of the key benefits claimed by the Canadian Wheat Board has been its ability to 
“extract the highest possible returns for farmers by effectively leveraging the powers of 
the single-desk”4  One of the reasons it claims to be able to accomplish this is that “the 
CWB is the largest single seller of wheat and barley in the world, holding more than 20 
per cent of the international market.”5  
 
While market share is not, in itself, a sufficient measure to declare that an organization 
holds market power, it is certainly an important prerequisite. In order to have a 
significant influence on prices, a seller must have sufficient market share in order to 
exert market power over buyers. Generally, economists regard that 25% of a particular 
market is deemed to be a minimum threshold share in order to exert market power. The 
CWB is not a monopoly seller per se however, in order to exert an influence over export 
markets and price discriminate, a considerable market share similar to a monopoly 
environment is required. 
 

Proof of the legal existence of a monopoly is most straightforward in 
Britain, where a monopoly is defined by law in purely structural terms as a 
firm with 25 per cent of the good or service… In the USA, a monopoly is 
also defined in structural terms, but there is no legal definition of a 
monopoly share; this depends on interpretation and case law. The rule of 
thumb passed down from the Alcoa case of 1945 by Judge Hand says that 
‘90 per cent is enough to constitute a monopoly; it is doubtful whether 60 
or 64 per cent would be enough, and certainly 33 per cent is not’… 
dominance can generally be said to exist once a market share in the order 
of 40-50 per cent is reached, but this does not automatically give control, 
so that other structural, conduct and performance indicators have to be 
taken into account.6 

 
In addition to measures of market share, factors such as barriers to market entry and 
economies of scale are also required to find that an organization is able to exert market 
power. For the purpose of this analysis and increase the number of markets examined, 
a minimum threshold of 25% of a market will be applied. 
 

                                                 
4 http://www.cwb.ca/public/en/newsroom/media/vision/ 
5 http://www.cwb.ca/public/en/ 
6 Industrial Organization – Competition, Growth and Structural Change, 4th Edition By Kenneth George, Caroline 
Joll, E L Lynk 
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While the CWB’s claim of market influence is difficult to quantify, it is worthwhile 
examining the market share claims in more detail to shed light on its perceived ability to 
positively influence global prices. 
 

2.1 Market Share Assessment 
 
Before examining individual markets, the CWB’s claim of holding more than 20 percent 
of the international market will be analyzed. If the statement means that Canadian 
production or exports account for 20 percent of world production, it is untrue. The chart 
below shows Canadian wheat production and exports as a share of global wheat 
production. Canadian production has averaged 4.0 percent of world production and 
exports are 2.7 percent of global wheat production. It is also worth noting that both 
Canadian production and exports as a share of world wheat production are trending 
lower over time. 
 

Figure 2.1: Cdn Production and Exports as Share of World Wheat Production 
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Even if the “more than 20 percent” market share claim is based strictly on the Canadian 
exports as a share of world exports, it is false. Over the past number of years, Canada’s 
share of world all wheat exports has also been declining steadily. 
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Figure 2.2: Canadian Exports as Share of World All Wheat Exports 
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  Data Source: USDA 
 
Canada’s share of all wheat exports has averaged 14.5 percent over both the last five 
and ten year periods. In fact, the last time that Canadian wheat exports accounted for 
more than 20% of global exports was 1994/95. It should be noted that these market 
share values also include exports of eastern Canadian wheat, which are not controlled 
by the Canadian Wheat Board. Thus the actual CWB share would, in most years, be 
even lower than the 14.5 percent stated. 
 

Table 2.1: Market Share of Major Wheat Exporters 
 

 2005/06 2006/07 2007/08p 
5-year 

average 
10-year 
average 

Canada 13.8% 17.7% 13.2% 14.5% 14.5% 
US 23.5% 22.3% 30.7% 26.4% 26.1% 
CIS 18.1% 20.1% 21.3% 16.2% 14.0% 

Australia 13.8% 7.9% 7.5% 11.8% 13.1% 
Argentina 8.2% 9.5% 9.4% 9.3% 9.2% 

EU-27 13.5% 12.5% 8.5% 11.4% 13.8% 
 Data Source: USDA 
 
 
Part of the reason for the decline in market share is that Canadian wheat acreage and 
production has generally been declining. Meanwhile, wheat production in all other major 
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wheat exporters, with the exception of the US, has been trending higher. This has 
enabled these other exporters to capture a larger share of the global wheat market. 

Figure 2.3: All Wheat Exports – Canada and World 
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The export volumes shown above include durum wheat, for which Canada accounts for 
(on average) slightly over half of global exports. If durum is excluded from the analysis, 
Canada’s market share of non-durum wheat exports would be even lower. 
 
The chart below shows that Canada has a dominant position in terms of the global 
durum trade, although Canada’s share of total durum production is much smaller and is 
trending slightly lower. 
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Figure 2.4: Canadian Share of World Durum Exports 
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In terms of total barley exports, the CWB can not claim to represent 20 percent of the 
world market. Including projected exports for 2007/08 Canada’s market share for barley 
has been, on average, 11.0 percent and 9.3 percent over the past five and ten years 
respectively. The last time that Canada’s market share for barley exceeded 20 percent 
was in the 1990/91 crop year. 
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Figure 2.5: Canadian Share of World Barley Exports 
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  Data Source: USDA 
 
As seen below, Canada has accounted for more than 20% of global malting barley 
exports in seven of the last ten years, with an average of 22% over that period. Recent 
Canadian market share has declined – the Canadian share of global malting barley 
exports prior to 1997/98 was much higher than it has been over the past ten years.  
 
As a percent of global feed barley exports, Canada accounts for a much smaller share 
of the market and the Canadian share has varied significantly from year to year. Over 
the 15 year period shown, Canadian feed barley export share has approached the 20% 
level only once, back in 1993/94. Over the past ten years, the average Canadian share 
of global feed barley exports has been 5%. 
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Figure 2.6: Canadian Share of Global Malting and Feed Barley Exports 
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  Data Source: IGC, Stats Canada 
 
One of the key factors behind the reduced Canadian share of the world barley market is 
the increased domestic use of barley as livestock feed. While the trend toward 
increased domestic use is long-term, the move toward more domestic consumption 
accelerated in the late 1990s when export freight subsidies were removed. More 
recently, competitive exports from CIS nations have increased sharply, further eroding 
Canada’s position as a major barley exporter. 
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Figure 2.7: Canadian Barley Disposition 
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  Data Source: Stats Canada with Informa projection 
 
In the past two years, adverse weather has reduced barley exports from Australia and 
the CIS however it is anticipated that a return to more typical weather conditions will 
enable these regions to regain their dominant share of the barley market. 
 

Table 2.2: Market Share of Major Barley Exporters 

 

 05/06 06/07 07/08p 
5-year 

average 
10-year 
average 

Canada 12.4% 8.0% 15.8% 11.0% 9.3% 
US 3.3% 2.9% 7.8% 4.0% 4.2% 
Australia 28.9% 12.4% 16.5% 25.0% 22.9% 
EU-27 18.2% 22.8% 32.2% 22.2% 31.6% 
CIS 31.7% 47.4% 22.9% 33.2% 27.1% 
Data Source: USDA 

 
As this analysis shows, the CWB’s claim of “holding more than 20 percent of the 
international market” is highly questionable, except in the case of durum and malting 
barley. Further, based on actual market share of 14.5 percent of the wheat trade and 
11.0 percent of the global barley trade, the CWB falls far short of the generally accepted 
25% market share threshold needed to exert influence over global prices of wheat and 
barley.  
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In terms of the wheat trade, the US is the only nation/region with sufficient market share 
to potentially influence global prices. In the barley trade, the Commonwealth of 
Independent States (CIS), the EU-27 and Australia could have sufficient market share 
to exert control over global markets. 
 

2.2 Core Market Analysis 
 
As shown, the CWB’s relatively small share in the international market means it is 
unable to exert any real influence over global prices for wheat and barley. Although the 
CWB is the world’s largest wheat exporter, it is essentially a price taker in world 
markets. World wheat prices are largely determined on the US futures markets, and in 
most cases the CWB receives prices competitive with export prices of US wheat. Sales 
into the domestic market are priced on a North American competitive basis guided by 
the Minneapolis Grain Exchange, so that Canadian millers in all geographic locations 
pay a price competitive with that paid by US millers.7 
 
The next claim to examine is the extent to which the CWB has developed relationships 
in particular markets that enable it to practice price discrimination and obtain price 
premiums. The theory advanced to support single desk marketing arrangements is that 
it allows the marketer to exercise market power (may also be called bargaining or 
negotiating power) to gain higher prices by varying the amount of grain it sells into a 
particular market. By restricting the amount of grain going into a market with ‘tight’ 
demand characteristics and redirecting this into markets that are able to absorb it at the 
prevailing prices, it maintains the average prices to growers can be increased.8 
 
Certain indicators can be used to provide the evidence that a seller has sufficient 
market power to exercise leverage in a particular market. These include: 

• A sizable share of the market’s imports;  
• A significant share of total supplies in the market, and; 
• Relatively consistent market share and volume of sales. 

 
Two measures are used to examine the CWB’s share in a particular market – share of 
total imports and share of total supplies which includes production and imports. For both 
measures, the minimum 25% threshold of market influence will be used. The first 
measure provides a useful indicator for markets which are heavily dependent on imports 
and indicates the CWB’s position among competitive exporting nations into the 

                                                 
7 Profile of the Canadian Wheat Industry, Bi-Weekly Bulletin, Agriculture and Agri-Food Canada, July 5, 2004. 
8 Farm Horizons, Price Premiums from Market Power, page 22. 
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importing country. The second is a measure of the CWB’s importance within the 
domestic market for countries with sizable domestic production. For example, Canada 
holds a large share of the total wheat and barley imports by the US, however these 
imports represent only a small fraction of the total US market. 
 
The analysis to identify core markets will utilize five-year average of the markets, but will 
exclude the drought-reduced 2002/03 crop year which would provide greater variability 
in the results. For barley, the crop years included in the analysis are 2001/02 and 
2003/04 through 2006/07. Trade data related to durum is not yet available for 2006/07. 
As a result, five-year averages for non-durum and durum wheat are calculated from 
2000/01, 2001/02 and 2003/04 through 2005/06. 
 
In the global non-durum wheat market, there are 11 countries in which Canada holds 
more than the minimum 25% threshold of total wheat imports. Of these 11 countries that 
represent approximately 16% of global imports, Canada’s share of the total wheat 
supply (production plus imports) exceeds the 25% minimum threshold in only six. Of 
these six, only one country exhibits a low variability (under 20% average deviation) for 
Canadian market share. Thus, of the 91 countries to which Canada exported wheat in 
the five year period under examination, only one would potentially exhibit characteristics 
suggesting that Canada has sufficient market power to leverage prices. Even if the 
allowable variability were expanded to 50% average deviation, only five countries 
(Colombia, Ecuador, Ghana, Guatemala and Venezuela) would meet the criteria for the 
CWB to potentially exert market power. 

Table 2.3: Core Non-Durum Wheat Markets 
 

 
Cdn Share 
of Imports 

Variability of 
Share 

Cdn Share of 
Supply 

Cdn Export 
Volume 

 
5-yr avg % of 

imports 
Avg deviation 
as % of mean 

Cdn exports as % 
of total supply 

5-yr avg 
tonnes 

Ecuador 56.4% 13% 47.5% 265,920 
Ghana 42.4% 28% 40.8% 138,460 
Guatemala 41.0% 40% 33.2% 211,280 
Iran 40.8% 94% 3.4% 611,467 
Colombia 36.1% 26% 31.7% 432,180 
China 34.7% 53% 0.6% 978,184 
Venezuela 34.0% 36% 31.3% 361,900 
USA 33.6% 39% 0.8% 647,949 
Sri Lanka 26.0% 101% 26.1% 279,494 
Mexico 25.9% 24% 14.5% 845,610 
Peru 25.2% 26% 20.0% 354,840 

 Data Sources: Stats Canada, IGC, USDA 
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Canada holds a more dominant position in the global durum market. There are 13 
individual markets where Canada accounts for more than the minimum 25% threshold 
of total imports in the market. Of those 13, Canadian exports account for more than 
25% of the total supply (production plus imports) of durum in eight. Six of those eight 
also exhibit a fairly low variability. Among the 41 countries to which Canada exported 
durum over the five year period under examination, market influence by the CWB could 
potentially be exercised in six. 

Table 2.4: Core Durum Markets 
 

 
Cdn Share 
of Imports 

Variability of 
Share 

Cdn Share of 
Supply 

Cdn Export 
Volume 

 
5-yr avg % of 

imports 
Avg deviation 
as % of mean 

Cdn exports as % 
of total supply 

5-yr avg 
tonnes 

Japan 95.2% 4% 95.2% 199,400 
USA 92.2% 5% 13.2% 402,951 
Colombia 92.2% 8% 89.7% 13,780 
Chile 89.4% 7% 89.3% 85,914 
Algeria 31.0% 44% 19.4% 650,500 
Peru 82.8% 15% 79.4% 79,606 
Venezuela 80.8% 8% 80.5% 340,182 
Indonesia 80.3% 28% 58.9% 15,420 
Morocco 78.7% 14% 26.9% 493,448 
Libya 65.1% 64% 47.8% 67,500 
Tunisia 47.9% 44% 7.9% 116,620 
EU-27 44.5% 39% 7.8% 828,433 
Mexico 26.3% 102% 3.2% 38,460 

 Data Sources: Stats Canada, IGC 

 
In terms of the various markets for barley, Canada holds more than the minimum 25% 
threshold of total imports in only four countries. As a share of the total supply 
(production plus imports) of barley in those markets however, Canada does not account 
for over 25% in any of the markets. Variability is relatively low in two of the four markets. 
These measures indicate that Canada does not hold sufficient market power in any of 
the 20 markets to which it has exported barley over the five year period under 
examination. 
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Table 2.5: Core Barley Markets 
 

 Cdn Share 
of Imports 

Variability of 
Share 

Cdn Share of 
Supply 

Cdn Export 
Volume 

 5-yr avg % of 
imports 

Avg deviation 
as % of mean 

Cdn exports as % 
of total supply 

5-yr avg 
tonnes 

USA 84.7% 9% 3.5% 271,852 
South Africa 73.2% 33% 17.6% 58,412 
Colombia 32.1% 15% 22.8% 66,160 
China 26.8% 21% 8.6% 465,168 

Data Sources: Stats Canada, USDA 
 

2.3 Single-Desk Benefit Discussion 
 
One of the key arguments in support of a single-desk seller has been the ability to 
leverage market power in specific markets and extract premium prices. As the analysis 
in the previous section shows, there are very few (if any) markets for non-durum wheat 
and barley in which the CWB would have the potential ability to extract premiums based 
on market power. 
 
Even though the CWB does not exhibit sufficient “market power” characteristics to 
extract premiums, Canadian wheat and barley may be higher priced in certain markets. 
The reasons for these premium prices however have little, if anything, to do with single-
desk selling. The CWB states in the most recent annual report that the “single desk 
adds value for western Canadian farmers by enabling them to capitalize on Canada’s 
reputation for grain quality, consistency, food safety, customer service and reliability.”9  
 
Several of the strengths indicated in this quote are not dependent on a single-desk 
selling approach. In Canada, the responsibility for maintaining grain quality and 
consistency in export shipments rests with the Canadian Grain Commission, not the 
CWB. Food safety is handled by the Canadian Food Inspection Agency. Customer 
service and reliability are a key requirement for any successful trading organization, 
whether public or private. 
 

                                                 
9 CWB 2006/07 Annual Report, page 36. 
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One also has to question the validity of other features attributed to a single desk that are 
suggested as having a positive effect on prices, including: 
 

2.3.1 Avoid competition among farmers for export sales  
 
The claim above suggests that, in the absence of the single desk as the sole aggregator 
of wheat, durum and barley, farmers would undercut one another in order to make 
sales. As stated in the CWB Annual Report, “working together, instead of competing 
against one another for each sale, enables farmers to command a higher return for their 
grain.”10 There are several problems with this claim.  
 
Individual farmers are not of sufficient size to either depress or support market prices 
and acting alone would have no impact on domestic or global prices. At times, the 
actions of numerous farmers have influenced local markets by either delivering or 
withholding supplies, but a single-desk seller is not a necessary condition for this 
behaviour. In these cases, farmers have responded to open market signals – futures 
prices, basis levels or flat prices – and their combined response influenced the local or 
regional market. An organized, pooled effort was not required for this to take place. 
 
Second, the claim of undercutting would indicate that farmers do not act with a profit 
motive when making sales. Undoubtedly, farmers respond to market signals in order to 
obtain maximum prices, and not to generate sales at a lower price. Comparisons with 
the selling practices of US farmers have been used to suggest that Canadian farmers 
would sell in an undisciplined manner without the single desk seller.  
 
The chart below shows that, over the past five years, Canadian farmers have tended to 
deliver their major crops – both CWB and non-board – at a steadier pace throughout the 
year compared to US farmers. Deliveries of Canadian wheat exhibit a different pattern 
than all other crops – deliveries are lower in the first three quarters of the year and rise 
significantly in the final quarter of the year – despite Canadian wheat export volumes 
remaining relatively constant throughout the year. It is likely that this behaviour occurs 
because, other than cash flow reasons, there is no price incentive to deliver earlier in 
the marketing year – a Canadian farmer will receive the same price for wheat at any 
time during the marketing year. Thus, commercial stocks of wheat increase in the final 
quarter and result in system inefficiencies and unnecessary storage costs. 
 

                                                 
10 CWB 2006/07 Annual Report, page 36. 
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Figure 2.8: Quarterly Farm Marketing/Deliveries – Selected Crops 
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It should be noted that the quarters displayed in the chart above are based on the 
marketing year starting and ending dates for each individual crop to reflect post-harvest 
and subsequent deliveries. As such, the US marketing year for US corn and soybeans 
runs from September to August, the US wheat marketing year is from June to May, and 
the marketing year for Canadian wheat, barley and canola is August to July. 
 
There are several key reasons for this more measured pace of Canadian deliveries of 
all three major crops. In the US, the logistical structure of storing and handling grain 
relies much more heavily on commercial storage. During the past five year period, 
commercial storage capacity amounts to approximately 82% of exports and 56% of 
production of major grains. In Canada, licensed commercial storage capacity totals 53% 
of western Canadian exports and 25% of western Canadian production. Stated another 
way, the commercial system in the US accommodates storing a much larger proportion 
of the crop than in Canada.  
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Figure 2.9: Commercial Storage as Percent of Exports and Production 
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Another factor that has been suggested as a reason for earlier selling in the US is the 
system of Loan Deficiency Payments (LDPs). It has been suggested that during periods 
of low grain prices, LDPs tend to reduce the incentive for US farmers to delay or restrict 
deliveries and could, in fact, encourage early deliveries. The combination of larger 
commercial storage and the LDPs are seen to contribute to earlier farmer deliveries in 
the US.  
 
As a result of these systemic differences, it is unlikely that Canadian farmers would 
adopt the selling practices of US farmers. There is also no indication that Canadian 
farmers would be less disciplined sellers of wheat, durum and malt barley than they are 
with non-board crops such as canola and domestic feed barley.  
 

2.3.2 Achieve price premiums through better marketing and price 
discrimination  

 
This claim implies that the single desk seller is more skilled at marketing than the 
private trade. While there is no objective manner of measuring the marketing skills, it is 
worth noting that the CWB regularly uses accredited exporters in order to facilitate sales 
to international buyers. In fact, trade sources have stated that accredited exporters 
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account for close to half of the CWB’s export sales. This indicates that the CWB often 
relies on the expertise of (and is confident in the experience of) external grain traders.  
 
On their web site, the CWB indicates the value of accredited exporters. Accredited 
exporters are national and multinational companies authorized to purchase grain from 
the CWB for resale to customers and other exporters. Many accredited exporters are 
tied into extensive sales networks and markets that complement the CWB's sales 
efforts. With branch offices scattered around the globe, these companies can make 
direct contact with customers in markets the CWB would have to travel to, thereby 
helping to reduce unnecessary expense. Accredited exporters also facilitate sales 
through freight sharing and acceptance of financial risk. In some cases, holds on ships 
can be shared between Board and non-Board commodities. In addition, some buyers 
may present financial risks not acceptable to the CWB. Accredited exporters provide a 
valuable service by assuming this financial risk.11 
 
Lastly, a single desk seller who is not required to purchase grain competitively may lack 
merchandising skills that a private grain trader would have. Risk management and 
margin maximization skills are as essential for a private grain trader as for the CWB 
merchandisers, and possibly more so. The private trade is highly motivated to maximize 
the price received on a sale and will work vigorously to achieve maximum returns, a 
portion of which are returned to farmers through a competitive bidding process for their 
grain.  
 

2.3.3 Leverage economies of scale to maximize value 
 
Under the single-desk model, farmers are empowered to compete in a global grain 
trade that is largely controlled by a handful of multinational corporations, and in a 
domestic grain-handling and transportation system dominated by two large grain 
companies and two national railways.12 
 
The above claim by the CWB is difficult to support in light of the reality that Canadian 
farmers already compete effectively in global markets for crops such as canola, oats 
flax, peas and lentils. These crops are traded in a competitive arena, subject to the 
same influences such as multinational corporations, large grain companies and two 
national railways. 
 

                                                 
11 http://www.cwb.ca/db/buying/sales_process/accredit.nsf/accexppage?ReadForm 
12 CWB 2006/07 Annual Report, page 36 
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It is also doubtful whether the CWB has the scale sufficient to compete with 
multinational corporations. The following statement from the same annual report quoted 
above appears to contradict the claim made above. The CWB states, “A handful of 
vertically and horizontally integrated multinationals effectively control the global grain 
trade. While the CWB is the largest single-desk marketer of wheat and barley in the 
world, its annual revenues represent a small fraction of those of the huge multinationals 
with which it competes.”13 This statement indicates that the CWB concedes it is not 
large enough to exert control, disagreeing with the previous claim that the single-desk 
model provides market power. 
 
Not only is the CWB smaller than other global traders, it should be noted that 
efficiencies through economies of scale can be obtained without a single-desk 
organization. The question of whether the single desk or the private trade results in 
greater efficiencies will be addressed in Section 2.5 of this study. 
 

2.3.4 Improve the perceived value of Canadian grain through market 
promotion and branding 

 
Branding and market promotion do provide some limited potential to increase the profile 
of Canadian products. Once again however, a single-desk seller is not required to 
promote Canadian wheat and barley. The functions required to support branding and 
market promotion could be delivered through existing groups such as the Canadian 
International Grains Institute or the Western Grains Research Foundation. Alternatively, 
another organization could be developed with funding achieved through a industry or 
producer checkoff. In fact, it could be argued that an industry-led organization could be 
more effective as it would be more responsive to competitive market conditions. 
 
The private trade has numerous examples of successful industry-led branding and 
market development initiatives. These include brands such as the Canola Council of 
Canada, Pulse Canada, Alberta Beef, Florida orange juice and California raisins that 
were all developed within a competitive environment. These models could be applied to 
Canadian wheat, durum or barley marketing. 
 
 
 

                                                 
13 CWB 2006/07 Annual Report, page 34 
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2.3.5 Reduce risk and improve returns through government guarantees on 
lending 

 
This feature has been one of the main advantages of the CWB’s marketing to many 
countries and has, in fact, provided significant earnings for the CWB that have been 
applied to the pool accounts. Just like many of the other features described previously, 
there is nothing about government loan guarantees that are inherent to a single desk 
seller. These lending guarantees could be administered through private grain exporters 
in a similar manner as is done in the United States. 
 
It is also telling that one of the key reasons (mentioned previously) given by the CWB 
for using accredited exporters is their willingness or ability to take on financial risk that is 
unacceptable to the CWB. Even with the government guarantees on lending, the CWB 
often avoids this risk by using the accredited exporters. 
 

2.4 Price Performance 
 
In the absence of actual detailed sales data from all competitive sellers, determining 
exact price differences is impossible. Numerous contract specifications can readily 
impact the final price paid by the importing nation. Specifications including grade and 
other quality characteristics, timing of delivery, surcharges and other items can affect 
price significantly. 
 
Average price comparisons over a period such as a year can also be affected by the 
timing of sales within the time period being considered. When markets are either rallying 
or a declining, sales that occur early within the time period will have a significantly 
different price than sales occurring later in the year. Thus, when viewing the data, care 
must be exercised to not focus on individual items. Rather, the general patterns and 
trends over a number of years, where apparent, are more important. 
 
The price comparisons shown in subsequent sections are based on CIF (cost, 
insurance, freight) prices calculated from sales value and volumes at destination 
markets. Prices are derived from the United Nations Commodity Trade Statistics 
Database reported by the importing country for total purchases of wheat, durum and 
barley from each source nation on a calendar year basis. In addition, only volumes over 
20,000 tonnes are incorporated in the analysis. CIF values are used to place all 
products on an equal footing at the destination market. As such, they are the best 
available indicators of prices that importing nations are willing to pay for grain from 
competing sellers. As stated in unpublished CWB correspondence regarding price 
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comparisons, “Ideally, prices should be compared on a landed basis, rather than a FOB 
basis, to eliminate the effects of differences in ocean freight costs in the analysis.” 
Additionally, in the absence of detailed transactional data, using FOB (free on board) 
prices is a less useful analytical alternative, due to the need to incorporate assumed 
freight rates. 
 

2.4.1 Wheat 
 
The analysis compares CIF wheat prices directly for Canada and the US as key 
competitors. The US was utilized as a key open market competitor due to its similar 
geographic location as well as ample data availability. Because the CIF prices represent 
total wheat purchases, the analysis then examines the class breakdown of wheat 
exports into importing nations and applies weighting factors based on class spreads for 
each year under review. The spread between the overall CIF prices and the weighted 
(by wheat class) CIF values to determine if wheat from Canada actually achieves a 
premium or whether the difference is strictly due to the higher proportion of higher-
quality CWRS wheat that dominates Canada’s export volumes. An example of the 
methodology is shown below for the country of Colombia. 
 
Strictly examining the overall CIF import values suggests that, in some cases, the CWB 
achieves a premium price in various markets, however the premium is not consistent. 
For example, the chart below shows the average CIF values of wheat imported by 
Colombia and, on the surface, seems to indicate that Canada receives higher prices 
than other exporting nations in most years in this market. 
 
The following example compares values of Colombian wheat imports from Canada and 
the US (similar analysis for other countries is summarized in Tables 2.6 and 2.7). These 
two countries are the main suppliers of non-durum wheat into Colombia and 
consistently export large volumes into that country. Over the time period in question, 
average annual Canadian exports are 408,000 tonnes of non-durum wheat into 
Colombia and 674,000 tonnes from the US. These two countries account for almost 
90% of Colombia’s non-durum wheat imports over the time under review.  
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Figure 2.10: Wheat Import Prices – CIF Colombia 
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It is critical however, to recognize that the quality of wheat plays a large role in the price 
paid by an importing country. While actual prices by grade or protein level are not 
available from the sales data, it is possible to determine how the mix of various wheat 
classes affects the potential price. Again, using Colombia as an example, the chart 
below shows the breakdown by type of Canadian wheat exports to Colombia. The vast 
majority of the wheat (average of 93%) that Canada exports to Colombia is high quality 
CWRS wheat.  
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Figure 2.11: Canadian Wheat Exports to Colombia by Type 
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  Data Source: CGC 
 
In comparison, the US exports a larger proportion of mid to low quality wheat to 
Colombia as seen in the chart below. Over the past eight years, 64% of US wheat 
exports to Colombia have been hard red winter (HRW), 24% is soft red winter (SRW) 
and 11% is hard red spring (HRS) wheat. 
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Figure 2.12: US Wheat Exports to Colombia by Type 
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Based on these differing quality patterns of exports by Canada and the US and normal 
price spreads between the classes, one would expect Canada’s overall wheat exports 
to achieve a higher price. In other words, Canada exports higher quality wheat to 
Colombia and should naturally receive a premium price relative to the US, simply due to 
the wheat’s quality characteristics, regardless of the CWB acting as a single desk seller.  
 
If the CWB has, in fact, the ability to exert market power, the price premium it extracts in 
a particular country should exceed the quality spread indicated by the marketplace. In 
order to test this hypothesis, the volumes of the various wheat classes exported by 
Canada and the US are weighted by the quality premiums/discounts for the various 
wheat types. The benchmarks used for the discounts/premiums are the spreads in US 
cash wheat prices at the US Gulf and Pacific Northwest (PNW) regions, depending on 
the export market.  
 
The result of this analysis for Colombia is shown in the chart below. The red line 
represents the actual spread between the Colombia CIF prices of Canadian wheat and 
US wheat (Canada minus the US). Over the time period shown, this CIF premium for 
Canadian wheat has averaged US$14.90 per tonne.  
 



33 
 

The blue line represents the size of the premium that would be expected based on the 
price spreads for the differing types of wheat exported by Canada and the US into 
Colombia, based on US Gulf spreads.  
 
In six of the seven years for which data is available, this quality premium (averaging 
US$21.74 per tonne) is higher than the actual CIF premium obtained. This would 
indicate that, in the case of Colombia, the CWB has not achieved additional premiums 
due to single-desk factors and, in fact, has sold wheat for lower values (an average of 
$6.84 per tonne) than offered by the marketplace. 
 

Figure 2.13: Colombian Wheat Import Price Spreads 
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  Data Sources: UN Statistics Division, USDA 
 
This same analysis was conducted for the key customers of Canadian non-durum 
wheat identified in section 2.1 and the results are shown in the table below. As 
discussed, these nations were those in which Canada holds a sizable share (25% or 
greater) of the total supply and for which variability is less than 50%. To review, these 
represent countries in which the CWB holds a significant enough market share on a 
consistent basis to potentially exert market influence. Note that the analysis was 
conducted from 1999 to 2006, although CIF price data for some countries was not 
reported for all years, as shown. 
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Table 2.6: Core Market Non-Durum Wheat Price Performance 
US dollars per tonne 

 

 
Actual CIF 

Price Spread 
Wheat Type 

Spread 
Premium/ 
Discount 

Years 
Reviewed

 
Canada minus 

US values 
Canada minus 
US weighted 

Actual minus 
weighted 

Out of the 
last eight 

Colombia $14.90 $21.74 -$6.84 7 
Ecuador $0.45 $18.42 -$17.97 3 
Ghana -$13.91 $4.79 -$17.11 2 
Guatemala $10.06 $24.55 -$14.49 3 
Venezuela $10.22 $17.49 -$7.27 8 
Data Sources: UN Statistics Division, USDA 

 
The analysis indicates that in each of these countries in which the CWB could 
potentially exert market influence, the “premium” paid for Canadian wheat was actually 
smaller than the spread that would be available simply due to the class of wheat sold 
into these markets. This suggests that, not only has the CWB been unable to capture 
the market-based quality premium, but the evidence also indicates that the CWB can 
not claim it is capturing any merchandising or service premium.  
 
Several other countries to which Canada exports large volumes with more complete 
data sets were also examined in order to determine if a similar pattern existed. These 
results are shown below. 
 

Table 2.7:  Non-Core Market Non-Durum Wheat Price Performance 
US dollars per tonne 

 

 
Actual CIF 

Price Spread 
Wheat Type 

Spread 
Premium/ 
Discount 

Years 
Reviewed

 
Canada minus 

US values 
Canada minus 
US weighted 

Actual minus 
weighted 

Out of the 
last eight 

Chile $18.54 $39.95 -$21.41 4 
China $11.63 $18.58 -$6.95 4 
Indonesia $0.00 $20.29 -$20.29 8 
Japan $33.02 $13.37 $19.65 8 
Mexico $5.90 $25.55 -19.65 8 
Peru $14.03 $28.60 -$14.57 4 
Data Sources: UN Statistics Division, USDA 

 
Like the core markets listed in Table 2.6, the higher prices for Canadian wheat in most 
countries above do not fully reflect the values that should have been available based 
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solely on quality characteristics. Stated another way, the evidence is contrary to the 
notion that the CWB is able to obtain a premium as result of acting as the single-desk 
seller of Canadian wheat.  
 
The only exception seen in this analysis for non-durum wheat is Japan and, without 
more detailed data regarding grades and protein levels, this conclusion can not be 
verified. Even if it can be demonstrated that the CWB is able to extract a premium for 
wheat exports to Japan, the benefit of price discrimination requires that the premiums 
from high priced markets outweigh the lack of price premiums in other markets. In this 
case however, only one market exhibits a potential premium but it is insufficient to 
compensate for the lower prices in other markets. 
 

2.4.2 Durum 
 
As mentioned in section 2.1, Canada does enjoy a dominant presence in the global 
durum market. Data regarding durum prices is more limited and a detailed breakdown 
by quality (grade and protein level) is not available. Thus, only a direct comparison of 
CIF prices for durum is available and only in certain of Canada’s core markets shown in 
Table 2.4. The CIF prices for durum are presented in the charts below. 
 

Figure 2.14: Durum Import CIF Prices – Algeria 
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Figure 2.15: Durum Import CIF Prices – Morocco 
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Figure 2.16: Durum Import CIF Prices – Peru 
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Figure 2.17: Durum Import CIF Prices – Venezuela 
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Peru is the only market of the four for which data is available in which Canadian durum 
appears to consistently achieve a higher CIF price. In Algeria, Morocco and Venezuela, 
Canadian durum is not the premium-priced product with any consistency or not at all. 
Again, it is not clear the extent to which specific grade or protein levels play a role in 
determining the difference in these values. Regardless, there is no clear evidence that 
the CWB has achieved any premiums, in spite of holding a dominant global market 
share in the durum market.   
 

2.4.3 Barley 
 
A similar methodology is used to analyze barley prices, although data is available for 
only a limited number of countries. In addition, the data does not account for potential 
price differences between malting and feed quality in various market which, at times, 
can be significant. That said, the charts below show CIF values for several countries to 
which Canada exports along with other nations and where data is available.  
 



38 
 

Figure 2.18: Barley Import CIF Prices – China 
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Figure 2.19: Barley Import CIF Prices – Colombia 
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Figure 2.20: Barley Import CIF Prices – Japan 
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In terms of the quality of Canadian barley imported by these three countries, China and 
Colombia import almost exclusively select (malting) barley, while Japan imports a 
combination of malting and feed quality barley from Canada. These charts suggest that 
Canadian barley achieves the highest returns on occasion but certainly not on a 
consistent basis. 
 
The one country for which CIF prices are available to differentiate values for feed and 
malt quality is Japan. This analysis is especially useful since Japan is often cited as a 
market in which the CWB holds an advantage due to strong relationships with Japanese 
buyers. If Canadian CIF prices in this market are consistently higher than other 
countries, it would support this notion.  
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Figure 2.21: Japan Feed Barley Import CIF Prices 
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Figure 2.22: Japan Malting Barley Import CIF Prices 
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Prices from the charts above are compiled into average values over the period under 
evaluation and shown in the table below. Once again, Canadian prices are not 
achieving a premium. Rather, in most instances, Canadian values are lower than the 
other two exporters into this “premium market”. Canada has achieved the highest feed 
barley price in only one out of the last eleven years and twice for malting barley. 
 
If Canada had simply been able to achieve the same CIF price as Australia for feed 
barley in the Japanese market, the additional $15.40 per tonne would have resulted in 
$3.4 million in higher revenue per year. Likewise, achieving the American CIF price for 
malting barley would have provided an extra $1.1 million of revenue per year for 
Canadian sellers. 
 

Table 2.8:  Japanese Barley Import CIF Values and Volumes 
Average for 1996/97 to 2006/07 

 

 
Feed Bly CIF 

Price 
Feed Bly 
Volumes 

Malt Bly CIF 
Price 

Malt Bly 
Volumes

 
Cdn $ per 

tonne Tonnes 
Cdn $ per 

tonne Tonnes 
Australia $223.25 650,247 $307.70 200,894 
USA $214.81 322,997 $341.44 7,499 
Canada $207.85 223,095 $311.63 38,271 
Cda vs Aust -$15.40  $3.93  
Cda vs USA -$6.96  -$29.81  

Data Sources: Japan Ministry of Finance, Pacific Exchange Rate Service 
 
It has been argued that the CWB is better able to support prices in export markets than 
multiple sellers, based on the notion that these traders would cut prices in order to make 
sales. The evidence from Japan certainly does not support this claim. Not only are CWB 
barley prices lower than other exporters, but Japanese import prices for canola 
(privately traded) indicate that multiple Canadian traders are able to extract higher 
prices more frequently – six out of the last eleven years – than the CWB does with 
barley. 
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Figure 2.23: Japan Canola Import CIF Prices 
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2.4.4 US Cash Market Comparison 
 
The open market environment that is the most comparable to the Canadian prairies is 
the United States. In particular, the Northern Plains region is very similar to the 
Canadian prairies in terms of growing conditions, crops grown and geographic proximity 
to export markets. These similarities provide an excellent opportunity to make direct 
comparisons between the prices received by Canadian farmers under the CWB and 
those received by American farmers in a competitive market. 
 
The data used by Informa in the following analysis has been obtained by gathering 
elevator bids from numerous locations in North Dakota and compiling a daily average 
“basket price” time series. For hard red spring wheat, 69 locations are currently 
reporting, while 28 locations for durum, 27 locations for malt barley and 50 locations for 
feed barley are currently providing bids. These average bids are then compared to the 
CWB final price backed off to an elevator driveway in central Saskatchewan using the 
deductions published by the CWB for each crop year (August to July) shown. For 
2007/08, the average bids to late May are compared to the May Pool Return Outlook 
(PRO).The analysis utilizes Saskatchewan and North Dakota as the comparative 
locations due to their central locations in the respective countries’ grainbelts, similar 
distances to port locations and the most extensive data availability.  
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For hard red spring wheat, average US elevator bids have been higher than final 
payments from the CWB in five of the last six crop years and it appears that the same 
situation will occur in 2007/08, assuming the May PRO is achieved. While the actual 
protein level of the North Dakota elevator bids is not provided, observers indicate that 
13%-13.5% protein is a typical benchmark quality specification for US elevator 
purchases. Thus, the comparison with 1CWRS 13.5% protein is valid. Over the first six 
years of the analysis (leaving out the partial 2007/08 crop year), the average difference 
between the Canadian and US values shows that Canadian farmers have received 
$15.97 per tonne less than their American counterparts. 
 

Figure 2.24: Canadian and US Hard Red Spring Wheat Prices 
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Data Sources: CWB, Informa Economics industry data 
 
The situation for durum is similar to HRS wheat. In 2001/02, the final payment for 
1CWAD 13.0% protein was slightly higher than the average US elevator bid, but lower 
in each of the successive crop years. The final payment for 1CWAD 11.5% protein was 
lower in all of the years presented. Final payments for two Canadian protein levels are 
presented, since elevator bids for durum in the US are not typically based on protein 
levels but on a threshold level of hard vitreous kernels. For the crop years of 2001/02 to 
2006/07, Canadian farmers delivering 1CWAD 13.0% have received an average of 
$12.29 per tonne less than US farmers and 1CWAD 11.5% has been an average of 
$20.32 per tonne lower.  
 



44 
 

Figure 2.25: Canadian and US Durum Prices 
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Data Sources: CWB, Informa Economics industry data 
 
Separate US elevator bids for two-row and six-row malting barley are not available, 
however the generic malt barley price tends to outperform CWB final payments for both 
two-row and six-row malting barley. Over the time period shown on the chart, six-row 
varieties in the US have comprised 66% of the malting barley planted and two row 
varieties make up the other 34%. This suggests (although actual data is not available) 
that the malting barley crop sold in the US is approximately two-thirds six-row and one-
third two-row barley. 
 
In three out of the six complete crop years shown in the chart below, the CWB two-row 
final payment has been higher than US elevator bids, however the average difference 
over those six years favours US elevator bids. Those US elevator bids are an average 
of $5.51 per tonne higher than the CWB final payments. The six-row CWB final payment 
is lower than the US elevator bid in five of six years, and the average difference is 
$21.11 per tonne. 
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Figure 2.26: Canadian and US Malt Barley Prices 
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The feed barley market is the one in which the CWB final payments have performed the 
best relative to US elevator bids. The CWB final payment has outperformed the US 
elevator bids in two of the six complete crop years, but the average difference 
(favouring the US) is relatively small at $2.85 per tonne.  
 

Figure 2.27: Canadian and US Feed Barley Prices 
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A comparison of open market prices in US and Canada shows that a similar relationship 
(Canadian prices lower than US) does not exist for open market crops. The chart below 
shows prices for canola in central Saskatchewan (as gathered by Saskatchewan 
Agriculture) and average North Dakota elevator bids. In eight years out of the last nine, 
the Canadian canola price has been higher than in the US. This non-board comparison 
indicates there is not an inherent price disadvantage for Canadian crops sold by 
multiple sellers relative to the US. 
 

Figure 2.28: Canadian and US Canola Prices 
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Some observers have pointed out that US elevator bids are not a useful comparison 
because the domestic wheat, durum and barley markets in the US are limited. The 
notion behind this argument is that selling Canadian wheat or barley would depress US 
values and any advantage would be lost. The difficulty in supporting this argument is 
that it assumes the US market is confined to its own domestic consumption. This 
assumption is simply untrue, given that the US markets, especially for hard red spring 
wheat and durum are heavily export-oriented. Over the past six complete crop years in 
this analysis, the US has exported an average of 58% of its spring wheat production, 
44% of its durum production and 11% of its barley production. The elevator bids in the 
US therefore, are not simply based on domestic use, but reflect export markets as well. 
 



47 
 

The table below summarizes the price differentials between CWB final payments and 
North Dakota elevator bids.  
 

Table 2.9:  Differential Between CWB Final Payments and US Elevator Bids 
Cdn $ per tonne 

 
 01/02 02/03 03/04 04/05 05/06 06/07 Average
1CWRS 13.5% $0.05 -$10.29 -$17.02 -$6.98 -$23.86 -$37.71 -$15.97 
1CWAD 13.0% $1.63 -$11.77 -$15.39 -$9.79 -$3.01 -$35.42 -$12.29 
1CWAD 11.5% -$3.33 -$18.30 -$18.95 -$23.25 -$16.93 -$41.17 -$20.32 
Std Sel 2-Row $6.70 -$28.67 $3.97 $16.67 -$6.03 -$25.67 -$5.51 
Std Sel 6-Row -$18.03 -$47.28 -$11.39 $3.24 -$13.61 -$39.57 -$21.11 
1CW Feed $18.24 -$25.68 -$1.53 -$10.07 -$0.42 $2.35 -$2.85 
Data Sources: CWB, Informa Economics industry data 
 
It has also been argued that a simple average of elevator bids is not a valid comparison 
to the CWB pooled returns in 2007/08 due to the heavy pace of selling by American 
farmers early in the crop year. In previous years however, the difference in the US and 
Canadian pace of delivery has little impact on prices received. During marketing years 
when prices declined, early sales would produce a higher return and vice versa. As a 
result, a simple average does produce a valid comparison, especially since the CWB 
also spreads its sales throughout the year for both logistical and risk management 
purposes.  
 
This argument is tested using the weighted marketing year average (MYA) prices for 
crops available from the National Agricultural Statistics Service (NASS) of the United 
States Department of Agriculture (USDA). The USDA determines the weighted prices 
by dividing the total value of purchases by the volumes of the crop received over the 
marketing year. Between the 1999/00 and 2006/07 (June to May) marketing years, the 
difference between the simple average price and the weighted average price has been 
US$0.05 per bushel for spring wheat, US$0.08 per bushel for durum, US$0.02 for 
malting barley and $US0.06 for feed barley. In 2007/08, the full marketing year prices 
are not yet available and may indicate larger differences between the simple average 
and weighted average. Even so, this is viewed as an anomaly based on the extreme 
market conditions in the current marketing year and does not invalidate the overall 
findings of this analysis. 
 
The chart below shows the differential between the CWB final payment (the May PRO 
for 2007/08) backed off to central Saskatchewan and the MYA prices in North Dakota. 
The data shows that, with the exception of 2001/02 and some crops in the current 
marketing year, the CWB final payments are consistently and significantly lower than 
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the US MYA prices. This suggests that the CWB only performs better than the US open 
market in years of significant shortages, such as the drought-reduced crop of 2001/02 
and the currently tight market situation.  
 
It should be noted that for each year shown, the US MYA is based on the June to May 
marketing year while the CWB final payment is based on an August to July marketing 
year. This timing difference between the marketing years does not invalidate the 
findings however, because the findings are consistent with the previous analysis using 
the simple average elevator bids. In most years examined, grain prices have not varied 
significantly and the difference in the marketing years does not play a substantial role in 
the analysis. 
 

Figure 2.29: Price Differential – CWB Final Payment and US MYA Price 
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Data Sources: CWB, USDA 
 
It is important to recognize that, in the analysis, the CWB final payments represent a 
high quality grade of grain while the US MYA prices represent the entire class of wheat, 
durum or barley, regardless of grade. For example, the spring wheat differential is 
based on a CWB final payment for #1CWRS 13.5% protein, compared to a US 
composite price for all grades and protein levels of “other spring wheat”. The composite 
US price would reflect a value for spring wheat that is, on average, lower quality than 
1CWRS 13.5%. Thus, the US composite value is lower than it would be for a grade 
comparable to 1CWRS 13.5%. As such, if data were available to conduct an “apples to 
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apples” grade comparison, the disparity in favour of US price performance would likely 
be even more pronounced.  
 

2.4.5 Price Performance Summary 
 
Contrary to the long-claimed belief that Canada is able to extract premium prices for 
wheat, durum and barley in world markets, the analysis shows the opposite in almost all 
cases.  
 
In the case of non-durum wheat markets, the CWB sells for less than the particular 
classes of wheat would be able to attain based on existing wheat class spreads. Where 
the CWB sells wheat for a higher price than other countries do, the “premium” is solely a 
factor of a higher price for hard red spring wheat that comprises the vast majority of 
Canadian exports. In fact, the price differential due to higher quality wheat should 
actually be larger than it is. In other words, the single-desk seller is selling at less than 
market prices, rather than more. 
 
If there is a market in which the CWB has enough market share to potentially extract 
premium values, it should be durum. That said, a premium for Canadian durum is seen 
only sporadically. Even when higher prices for Canadian durum are observed, it is still 
unclear the extent to which quality differences account for the higher price, aside from 
any single-desk premium. 
 
In the global barley market, Canadian barley does not achieve higher prices with any 
regularity. In Japan, the market that is arguably the most established on the basis of 
buyer-seller relationships and one of the most quality conscious in the world, Canadian 
feed and malting barley are priced at a discount to other exporting nations. If there is a 
single market where a long-term stable relationship should favour a single-desk seller, it 
is Japan, but that is not the case for barley. 
 
For all three crops, the price discounts are clear evidence that the single-desk seller 
does not achieve higher prices. Even in the few cases where higher prices for Canadian 
wheat are observed, a causal relationship is not apparent. Additional quality 
characteristics such as specific grade or protein levels could help explain the higher CIF 
prices. As discussed earlier, many of the characteristics, such as consistency, food 
safety, customer service and reliability that supposedly add value to sales are not 
peculiar to a single-desk seller. Small and large grain traders around the world are able 
to provide any or all of those same services. 
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2.5 Market Efficiency 
 
Two of the key arguments in support of a single-desk selling approach are that the CWB 
is able to use its position to drive efficiencies in the system and that the CWB returns all 
profits to farmers, in contrast to private grain traders who extract all profits for their 
owners/shareholders. While it is certainly true that private grain traders are motivated to 
maximize profit, that same profit motive causes them to minimize costs by driving 
inefficiency out of their marketing and handling system. At the same time, it is 
reasonable to ask if the CWB, without as direct a profit motive, has the same incentive 
to reduce costs. 
 
In order to examine the claims of system efficiency and who benefits from these 
efficiencies, the analysis that follows compares costs and savings for board and non-
board crops. This analysis draws upon data in the Annual Grain Monitor Reports 
produced by the Quorum Corporation.  
 
The Grain Monitor Reports are produced in response to Bill C-34 by the Canadian 
Federal Government that provided for an independent third party to monitor the overall 
efficiency of the prairie grain handling and transportation system, including the impact of 
changes on producers, the Canadian Wheat Board, railways, grain companies and 
ports. Since 2001, Quorum has provided the Government with a series of reports that 
track overall changes in the structure of the grain handling and transportation system. 
As part of the process, Quorum consults extensively with numerous industry 
stakeholders in order to receive feedback on industry issues and provide updates of the 
program's findings.  
 

2.5.1 Export Basis Analysis 
 
For the purpose of determining system efficiency, the key measure within the monitoring 
program is the calculation of an “export basis”. The export basis measures the overall 
logistics cost associated with moving prairie grain to export markets, including charges 
for elevation, elevator cleaning and storage, and transportation as well as any 
incentives or discounts that may be applicable. The data sources used by Quorum and 
detailed tables are presented in Appendix 1.  
 
The export basis levels are a comprehensive measure of the total system cost of 
moving grain from an inland location to a port position. It is worth noting that it includes 
items such as trucking premiums and transportation savings claimed by the CWB each 
year. 
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The export bases for wheat, durum, canola and yellow peas (the crops analyzed by 
Quorum) are shown in the chart below. Over the time period for which data is available, 
the average export basis is $55.80 per tonne for CWRS wheat, $68.64 for durum, 
$45.37 for canola and $67.19 per tonne for peas. The data shows that, not only is the 
export basis higher for wheat and durum than it is for canola and peas in 2005/06, but 
the trend for the CWB crops is heading higher while the trend is flat to lower for the two 
non-board crops.  
 

Figure 2.30: Western Canadian Export Basis for Selected Crops 
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This industry-developed measure clearly indicates that the cost of handling and 
marketing CWB grains is significantly higher than non-board crops and challenges the 
notion that the CWB is able to drive efficiencies in the system through its size and clout 
in the Canadian marketplace. This more costly system for board grains exists in spite of 
the fact that non-board marketers are using the same grain-handling facilities and rail 
system as the CWB and that export volumes for wheat and durum are greater than the 
non-board crops. 
 
The data also indicates that, not only are marketers of non-board crops more efficient 
than the CWB, but they are increasing their efficiency over time. System costs for 
canola have improved by $9.57 per tonne from the first two years studied to the last two 
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years, while costs for peas have improved $3.28 per tonne. Meanwhile costs have 
increased by $6.04 and $3.50 per tonne for CWRS wheat and durum, respectively. 
 
One of the other likely reasons for the higher costs for CWB grain is that a number of 
fees paid by the CWB to grain handling companies such as elevation, cleaning and 
storage are established without allowing for competitive forces to reduce their level. The 
tendering process for rail allocation established in 2000/01 was intended to encourage 
bidding by grain handlers to ship CWB grains and address this competitive issue, but 
does not appear to have overcome the higher cost issue. The decision to reduce the 
target for tendered shipping from 50% to 20% by the CWB and smaller shippers may 
have limited system efficiencies, in spite of the introduction of the Advance Car Award 
(ACA) program.  
 
The table below shows the detailed breakdown of costs utilized in the export basis 
calculation in the latest year available for CWB and non-board crops conducted by 
Quorum Corporation. The calculation includes all costs to move the crop from a farmer’s 
location to export position. In the case of CWB grains, these costs are based on 
individual items while, for the non-board crops, most of the costs are rolled up within the 
differential between the price at the export position and price at the country elevator.  
 

Table 2.10:  2005/06 Export Basis Calculation – Western Canada 
 

  1 CWRS 1 CWAD  1C Canola 
#2 or Better 
Yellow Peas 

FREIGHT COSTS          
 Weighted Applic. Freight   34.80  31.43      
 Weighted CFAR   (0.08)        
OTHER COSTS          
 Trucking  7.24  7.24  Trucking 7.24  7.24  
 Primary Elevation  11.76  11.77  Vcr - Prairie     

 
Dockage – Terminal 
Cleaning  4.43  4.35  

Price 
Differential 34.20  44.56  

 CGC Weighing & Inspec  0.38  0.38       
  CWB Costs (gross)  9.16  23.52  Check-Off 0.50  1.27  
 Subtotal - Other Costs   32.97  47.26      
SUBTOTAL - DIRECT 
COSTS  67.69  78.69   41.94  53.07 
PRODUCER BENEFITS          

 Trucking Premiums  (4.56)  (4.76)  
Trucking 
Premium  (0.43)  (0.13)

  CWB Transportn Saving (1.32)  (1.32)       
 Subtotal - Benefits   (5.88)  (6.08)   (0.43)  (0.13)
TOTAL - EXPORT BASIS  61.81  72.61   41.51  52.94 

Data Source: Quorum Corporation 
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It is important to emphasize that the export basis for non-board crops includes all of the 
same cost components for transportation, elevation and storage. These costs are not 
identified separately however, because they are accounted for within the price 
differential between the price in Vancouver and the Prairies – the non-board basis. 
Stated another way, grain handlers are able to perform all of the same logistical 
functions of moving non-board crops to export position at a much lower cost than for 
CWB grains, largely (or solely) due to competitive factors. 
 
A number of other reasons for the higher costs for CWB grains are possible, but have 
not been quantified. Some of the additional cost could be related to storing and handling 
various grade and protein levels for wheat and durum. That said, the primary grain 
handling system does consolidate (blend) grades and proteins of wheat and durum to 
reduce the number of separations required, while still providing the overall quality 
required. In addition, export shipments are often based on relatively wide protein level 
bands and individual protein separations are not required. For example, Japanese 
import tenders for hard red spring wheat typically call for a minimum protein level 
(12.5% or 13.5%) but do not specifically request a specific protein content. The question 
of whether the cost of the current structure of segregating and paying for protein 
outweighs the value of this approach is beyond the scope of this study however. 
 
Examining the detailed data provided by Quorum provides additional insight into the 
causes of higher system costs for CWB grains. 
 
The chart below shows the average number of days in-store in primary elevators for 
various grains. The chart shows that in most years, CWB grains tend to spend the 
longest amount of time being stored in primary elevators and indicates that they move 
less efficiently through the primary system. This is not surprising, given that the CWB 
pays established rates for storage (8½-9½ cents per tonne per day in 2005/06) to grain 
handling companies, thereby reducing the incentive for handling companies to ship 
CWB grains as quickly as non-board crops. 
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Figure 2.31: Average Days in Store at Primary Elevators 
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Over the past eight years, wheat has averaged 42.2 days in-store at primary elevators, 
durum has averaged 51.6 days and barley (both CWB and non-board) has averaged 
27.6 days. This compares to canola at 23.6 days, oats at 28.5, peas at 27.1 and flax at 
29.6 days. 
 
At terminal elevators, the storage period for wheat and durum is more comparable with 
non-board grains as seen in the chart below. It is worth noting that all of the barley at 
terminal elevators is CWB barley. 
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Figure 2.32: Average Days in Store at Terminal Elevators 
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Over the past eight years, wheat has averaged 17.7 days in-store at terminal elevators, 
durum has averaged 21.3 days and barley (entirely CWB) has averaged 40.8 days. This 
compares to canola at 16.5 days, oats at 28.6, peas at 12.4 and flax at 27.4 days. For 
crops such as flax that are predominantly exported through Thunder Bay, the freeze-up 
period in the Seaway tends to increase the average days in store at terminal position. 
 

2.5.2 CWB Administrative Costs 
 
While the CWB has taken steps to manage administrative costs, increases in this area 
are another reason for the trend toward increasing system costs for CWB grains. Over 
the past 20 years, administrative costs have risen by an average of $1.99 million per 
year or an average rate of increase of 7.2%.  
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Figure 2.33: CWB Administrative Costs 
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Administrative costs on a per-tonne basis have risen at a similar rate as the total costs, 
climbing gradually from $1.29 per tonne in 1987 to the mid-1990’s and then rising 
rapidly to peak at $4.03 per tonne in 2002/03, partly due to a drought-reduced crop in 
that year. A key reason for the rise in per tonne administrative costs is the increase in 
total costs while the tonnes administered by the CWB have experienced a general 
decline over the same period. 
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Figure 2.34: Grain Volumes Administered by the CWB 
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2.5.3 United States System Comparison 
 
System costs of CWB grains can also be compared against similar shipments in the US. 
As mentioned previously, the northern US states provide a valid comparison of an open 
market system due to the similarities in crops grown, geography and destination 
markets. This analysis uses a similar methodology described in the previous section 
and replicates the approach utilized by the data provided by the Quorum Corporation. 
 
Because data regarding trucking costs in the US is not available, the cost of trucking 
grain from the farm to the elevator in the Quorum analysis has been removed from this 
analysis. As a result, the analysis compares system costs at the elevator driveway, 
rather than at the farmgate.  
 
The rail portion of the cost has been removed from the analysis in order to examine the 
system costs rather than compare rail freight rates. Because rail rates vary significantly 
between the two countries and the CWB does not play a direct role in determining rates, 
they are excluded from the analysis. Rail rates for shipping grain are higher in North 
Dakota and Montana than they are in the Prairie Provinces, largely due to limited 
competition in the US northern tier states. Estimates in North Dakota indicate that one 
rail carrier dominates the marketplace with 75% of the rail service to grain elevators, 
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while the market share for that same carrier in Montana has been estimated at over 
90%.  
 
The figure below shows the dominance of the BNSF railway in the US border states 
compared to the more extensive rail network in the Canadian prairie provinces. 
 

Figure 2.35: Canada and Northern US Class 1 Railways 
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The table below shows a comparative analysis of the export basis for HRS wheat in the 
US with 1CWRS 13.5% protein in Canada for the seven-year period of 1999/00 to 
2005/06 (Quorum data for 2006/07 has not yet been released). All values shown are in 
Canadian dollars per tonne. 
 



59 
 

Table 2.11:  Canada & US Export Basis Comparison (1999/00-2005/06) 
Cdn $ per tonne 

 
 SE Saskatchewan North Dakota 
HRS price (track PNW)  234.67 
HRS price (N Dak elev bid)  165.36 
Rail freight (incl surcharge)  62.56 
Primary elevation  10.75  
Dockage – term. cleaning  3.92  
CGC weighing & inspection  0.38  
CWB costs (gross)  6.56  
Export price differential  6.75 
Trucking premiums  (3.24)  
CWB transportation savings  (1.68)  
Non-freight export basis 
(excl trucking prem) 19.93  
Non-freight export basis 16.70 6.75 

Data Sources: Quorum Corporation, Informa Economics industry data, BNSF 
 
The analysis summarized in the chart above shows the higher cost of moving wheat to 
the west coast in Canada relative to the US. Over the seven-year period under 
examination, the total cost (excluding rail freight) of moving wheat from southeast 
Saskatchewan to Vancouver has been $19.93 per tonne – or $16.70 per tonne if 
trucking premiums are factored in. The prevalence and level of trucking premiums in the 
US are unknown, but even if no US trucking premiums are included in the analysis, the 
non-freight cost of moving wheat from North Dakota to the Pacific Northwest is only 
$6.75 per tonne. The difference of $9.95 per tonne between Canada and the US is a 
valid estimate of the greater efficiency that could be obtained from an open market 
environment. It also mirrors the $10.43 per tonne differential between export basis 
levels for canola and wheat in Canada shown earlier in section 2.5.1. 
 

2.5.4 Market Efficiency Summary 
 
If one of the key arguments in support of the CWB is its ability to return value to 
farmers, it is clear that that this is not occurring through the Canadian grain handling 
system. The competitive system for handling non-board grains has evolved to reduce 
inefficiency and return these gains directly to farmers through a narrower export basis. 
Meanwhile, the uncompetitive system of handling board grains has allowed the 
inefficiencies to continue and increase, and these inefficiencies are a direct cost to 
farmers. 
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Applying the additional system costs for CWB grains against the volumes handled 
provides an approximate estimate of the total cost to farmers. This estimate uses canola 
as the largest non-board crop as the benchmark for system efficiency. The analysis 
does not include an estimate for handling barley although there are no reasons to 
expect that costs for barley are any lower than for wheat or durum. In fact, it is very 
likely that system costs for malting barley are even higher due to the varietal 
segregation requirements. 
 

Table 2.12:  System Cost Calculation for Wheat and Durum 
Annual average for 2003/04 to 2005/06 

 

 
Export 
Basis 

Cost 
Differential 

Export 
Volume 

Cost 
Inefficiency 

 ($/tonne) ($/tonne) ('000 tonnes) ('000 dollars) 
Non-Durum Wht 58.36 $16.70 11,556 192,991 
Durum 69.35 $27.69 3,593 99,494 
Canola 41.66  4,192  

Data Sources: Quorum Corporation, CWB 
 
The table above indicates that, based on the average of the past three years, the 
annual cost inefficiency of CWB wheat and durum has amounted to almost $300 million 
per year.  
 
These findings are reinforced by the comparison of Canadian and US shipment costs. 
The narrower American export basis for wheat is another indication that a more efficient 
system due to competitive forces provides higher returns for farmers compared to a 
system in which the CWB fosters higher system costs for wheat, durum and barley.  
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3.0 Marketing and Merchandising Impacts 
 

3.1 Forward Contracting 
 
Since the 2000/01 crop year, the CWB has been introducing a number of producer 
pricing options (PPOs) for wheat, durum and barley. These PPOs include three types of 
contracts – fixed price, basis price and daily price – that have been promoted as being 
priced outside the pool accounts. The fixed price contract (FPC) provides a flat price 
that is intended to reflect changes in wheat futures markets. The basis price contract 
(BPC) enables a farmer to lock in a basis (established by the CWB) and futures price 
components of the price separately. The daily price contract (DPC) was designed in 
order to mirror cash prices paid by elevators in the US, however the DPC has now been 
replaced by a new FlexPRO program that had not yet been defined fully at the time of 
writing. 
 
In addition, an early payment option (EPO) is available that enables farmers to receive 
payment for their grain earlier than waiting for the usual final payment that is made 
approximately five months after the end of the crop year. With the EPO, the CWB 
charges farmers a fee in order to receive 80%, 90% or 100% of the expected final 
payment at the time the grain is delivered. In the case of the EPO, the grain remains 
priced within the pool account and the farmer is eligible to receive increases achieved 
by the pool above the price level locked in. 
 
For the most part, volumes enrolled in these programs have grown quickly as farmers 
have seen the advantages of pricing outside of the system of pooled sales and sought 
to receive earlier payment for their grain. In 2006/07, 3.42 million tonnes of grain (16% 
of total receipts) were delivered on contracts to be priced outside of the pool accounts. 
A further 1.55 million tonnes (7% of receipts) was signed up on EPOs. 
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Figure 3.1: Tonnage Delivered on Producer Pricing Options 
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Based on the contract uptake in the past year, it is likely that enrollment in the PPOs 
would have been significantly higher, however the CWB has limited the volumes 
available for sign-up for some contracts. For example, in 2007/08, the maximum 
tonnage limit for Daily Price Contracts (DPCs) was hit within hours of the contract 
opening and reports were widespread of farmers wanting to but unable to sign up for a 
DPC. Recently, the CWB stated that “only one in four producers who wanted to be in it 
could actually do so.”14 The new FlexPRO program is being designed to eliminate these 
tonnage restrictions, however the window for signing the contract is still limited and 
price-setting mechanisms and other terms are still unclear. 
 
The rapid uptake of these contracts does not necessarily indicate that farmers are 
completely pleased with the structure of the PPOs, but it does suggest dissatisfaction 
with the system of pooled returns for their grain. Simply put, the PPOs are the only 
possible alternative for western Canadian farmers to delivering and pricing into the pool 
accounts. Farmers have commented that they have adopted the PPOs in an effort to 
make their own marketing decisions and the contracts provide them with some ability (in 
a limited manner) to capitalize on open market opportunities.  
 
The main difficulty with the PPOs is that, although the contracts are not directly priced in 
the pool accounts, the prices and/or basis levels established by the CWB are either still 
                                                 
14 New CWB program replaces daily price contract. The Western Producer. April 17, 2008. pg 3.  
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linked to returns from the pool accounts or they do not respond closely enough to 
market conditions.  
 
For the FPC and BPC, the basis level used to determine the flat price is based on the 
performance of the pool account. The CWB web site describes the basis determination 
as follows: The basis is calculated by deducting the CWB’s forecasted futures, plus a 
discount for risk, time value of money and administration costs from the reference grade 
CWB PRO. It is the CWB’s projection of the average basis on pooled sales for the full 
crop year. The basis is recalculated each time the PRO is released.15  
 
Stated another way, the basis narrows (gets better) if the pool account (represented by 
the PRO) improves relative to the futures market. If the pool account loses ground 
against the futures market, the basis (and correspondingly flat price) by design gets 
worse. Farmers have expressed disappointment that the FPC and BPC values are still 
tied to the pool account and are not completely responsive to market forces. An 
example of this relationship between wheat futures prices and the CWB basis from the 
2006/07 crop year is shown in the chart below. 
 

Figure 3.2: 2006 Wheat Futures and CWB Basis Relationship 
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15 http://www.cwb.ca/public/en/farmers/producer/fixed/faq/#q16 
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In terms of the daily price contract (DPC), the values were intended to reflect open 
market conditions at US elevators, including both futures and basis levels available at 
those elevators. As stated on the CWB web site, “The DPC will be an average of a 
basket of North Dakota and Montana elevator prices. A reference grade DPC price will 
be posted for each of the seven classes of wheat, and quoted as an in store Vancouver 
or St. Lawrence value. Producers will have to deduct rail freight and handling to arrive at 
a farm gate price.”16  
 
In practice however, this price relationship has not been maintained. The chart below 
shows that, since the DPC contract was introduced, the spread between the average 
North Dakota elevator bids (monitored by Informa at 60-70 locations) and the DPC price 
has widened out from an average of C$0.47 per bushel in 2005/06 to $0.56 in 2006/07 
and $1.23 per bushel for the first seven months of 2007/08, peaking at $2.42 per bushel 
in late February 2008. 
 

Figure 3.3: North Dakota Average Elevator Bid Minus DPC Price 
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Data Sources: CWB, Informa Economics industry data 

 
Although all of the details are not yet available at the time of writing, the replacement for 
the DPC (FlexPRO) signals that prices for this contract will also be dependent on pool 
account returns rather than an open market. The CWB has indicated that “prices offered 
through FlexPro will be directly linked to all markets the CWB sells into incorporating the 

                                                 
16 http://www.cwb.ca/public/en/farmers/producer/daily/faq/#5 
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forward futures market. FlexPro will take into account all futures months over the sales 
period. FlexPro pricing will be available further forward in the year and may face 
different market risks as the year progresses. Earlier in the crop year, the basis will be 
subject to more volatility but will become more firm as sales are completed over the 
course of the crop year.”17 This description (and other wording from the CWB) suggests 
that the FlexPro prices will essentially mirror the FPC values that are, in turn, typically 
adjusted to align them with the PROs. 
 
The lack of response to market signals for the FPC, BPC, DPC and now FlexPRO has 
resulted in the criticism from some observers that the CWB acts to reduce the value of 
the PPOs when the pool return outlooks (PROs) are performing comparatively poorly. 
This criticism however can not be substantiated based on available data. 
 
One of the key opportunities in an open market environment is the ability of farmers to 
forward-contract wheat, durum and barley in a marketplace driven by competitive 
forces. Aside from the issue already mentioned above that CWB PPO prices are not 
closely connected to market forces, the timeframes in which farmers can lock in 
quantities and prices on the CWB contracts are also limited. 
 
Canadian buyers of futures-traded non-board crops such as canola have recently begun 
to offer flat price contracts to farmers as much as two years in advance of harvesting 
the crop. In the US and eastern Canada, wheat, corn and soybeans can all be 
contracted at least two years before the crop is harvested. Western Canadian farmers 
can contract other crops such as oats and flax at least a year in advance of harvest. 
Forward-pricing of special crops (which can not be hedged) often begins in November 
or December prior to the next fall’s harvest. These contracts all offer farmers an 
expansive timeframe to manage their risk. 
 
In contrast, the CWB only begins offering flat price FPCs at the end of February – 
approximately six months prior to harvest. Recently, the CWB has begun offering a 
futures-only BPC contract starting in September, prior to the following year’s harvest. A 
flat price contract however is not available at that time. In addition, FPCs and BPCs for 
the current crop year are not available after October 31st – shortly after the crop is 
harvested. Thus, the window of pricing for CWB grain with an FPC or locking in a basis 
with a BPC is only eight months. 

                                                 
17 http://www.cwb.ca/public/en/farmers/producer/flexpro/#proginfo 
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Figure 3.4: Flat Price Forward Contracting Availability 
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Data Sources: CWB, Informa Economics 
 
When it was offered, the DPC became available in mid-June prior to the harvest, 
however only tonnage, and not the price, can be locked in during the sign-up period. In 
2007/08, the 650,000 tonne limit on the DPC contract was filled within approximately 
two hours on the first day it was available – June 18. Meanwhile, the price could only be 
locked in following August 1. The FlexPRO contract offers unlimited tonnage, however 
the contract periods are still limited from mid-June to late July, with pricing occurring 
only after August 1. These mutually exclusive periods for locking in quantity and price 
increase the risk for farmers significantly.  
 
These tight limits on tonnage and short timeframes for enrolment on CWB contracts 
significantly reduce risk management opportunities for farmers. Farmers are completely 
unable to lock in a flat price with an FPC or BPC during four months of the year. If 
farmers do not sign up a FlexPRO contract during the five week period, they have no 
other opportunity to price wheat outside of the February to October timeframe.  
 
In an open market environment, farmers would have the opportunity to establish forward 
prices for their wheat, durum and malting barley in the same manner as they currently 
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do for their other crops such as canola. Contracts would be offered throughout the year 
for deferred (and spot) delivery of wheat, durum and barley that would enable farmers to 
establish prices and manage risk long before the CWB currently provides contracts.  
 
In addition, farmers would be able to select the most favourable contract from a number 
of competitive bidders. Currently, farmers wishing to contract wheat, durum or malting 
barley have no alternative and must accept the prices, basis levels and terms from a 
single buyer – the CWB. 
 

3.2 Response to Market Signals 
 
The CWB’s main method for sending market signals to farmers is through the pool 
return outlooks (PROs) that are updated monthly. As a means of providing market 
signals, the structure and the timing of the PROs essentially make them inadequate as 
a useful means of communicating market conditions to farmers.  
 
The PRO values are based on the expected returns of the pool accounts. As such, the 
values are established by combining the pooled returns of sales already made into the 
pool with a projected estimate of returns for the remainder of the crop year. Thus, sales 
made early in the crop year play an increasingly large role in determining the PRO as 
the year progresses. In a rising market, the lower values from early in the year will mute 
the signal that the market is rallying. In a falling market, the higher values early in the 
year will disguise the extent to which prices are falling. In either case, the lack of a clear 
market signal reduces the ability of a farmer to take action with appropriate risk 
management practices. 
 
The monthly release schedule for the PROs is also problematic in terms of its ability to 
send market signals. Even in a year with relatively low volatility, markets will often 
provide rapid market signals that are missed by the PRO because of its monthly release 
schedule. Price volatility is sometimes viewed as disruptive to the marketplace, but it 
also offers pricing opportunities that do not exist within the CWB’s pooling system. 
 
The chart below is an example showing North Dakota average elevator bids (60-70 
locations monitored by Informa) and the PRO backed off to central Saskatchewan. 
During the period displayed, the market generally trended sideways, however several 
rallies and dips occurred in the cash market. The PRO however was largely unable to 
reflect the opportunities and risks during that timeframe and never matched the North 
Dakota average bids. In a volatile market such as 2007/08, this shortcoming of 
inadequate market response is amplified. 
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Figure 3.5: North Dakota Elevator Bids and CWB PRO 
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Buyers of non-board crops use various means to send price signals to farmers. For 
futures-traded crops such as canola and feed barley, the basis level and the resulting 
flat price provide the information to farmers about the relative demand for available 
supplies. A narrowing basis is the signal that additional supplies are needed while a 
widening basis indicates that deliveries and supplies are greater than the immediate 
demand. Futures prices also provide important marketing signals to farmers – either 
carrying charge or inverted markets. Farmers use these signals as an important tool in 
making their marketing decisions.  
 
For crops that are not traded on futures exchanges, flat prices are the main signal to 
farmers regarding the market’s view of how well supplies are meeting demand. In 
particular, special crop buyers who trade based on back-to-back (purchase from 
farmers and sell to end-users simultaneously) arrangements often use prompt price 
changes to attract the product required to meet their sales commitments or discourage 
farmer selling in an over-supplied market. Farmers are well-acquainted with the 
opportunities presented by short-term spikes in demand that are signaled by higher 
prices. 
 
An open market for wheat, durum, malting barley and export feed barley would result in 
an environment in which buyers would communicate needs directly to farmers through 
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basis levels and/or flat prices. This competitive bidding tends to provide better returns 
for growers, as outlined in Section 2.5 of this report regarding system efficiency. 
 
Buyers would hedge purchases of wheat of various classes through the most closely 
related futures exchange and offer farmers similar contracting opportunities as non-
board crop such as canola. These could include extended timeframes for flat price and 
basis contracts and options-based contracts such as minimum-price contracts. For 
durum purchases, price correlations with MGE futures could be examined to determine 
if they are sufficient to offer both flat price and basis contracts to farmers. Barley 
purchases would be facilitated through ICE Futures Canada’s barley futures contract 
and various cash contract types would also be made available to farmers. In an open 
market, ICE Futures Canada would likely refine existing futures contracts or develop 
new ones to meet market needs. 
 

3.3 Price Transparency  
 
Price transparency essentially includes two components – widely available price 
information and a competitive price discovery mechanism. While the CWB does 
publicize Pool Return Outlooks (PROs) and contract prices, the aspect of competitive 
price discovery is lacking. 
 
Grain buyers have networks of employees that can contact large number of farmer 
customers and communicate price opportunities for non-board crops quickly. In 
contrast, the CWB is not positioned to be able to get price information directly to 
farmers, and the distribution channels for CWB prices such as the web site are passive 
rather than proactive.  
 
More important than the actual method of displaying the basis levels is the fact that they 
are established within a competitive environment. CWB basis levels are not fully based 
on market forces and do not respond to the same signals regarding inventories and 
sales that affect non-board crops. As mentioned previously, CWB basis levels and FPC 
prices are largely based on the CWB’s year-to-date selling performance and have less 
to do with current market conditions. Since the CWB does not provide information about 
its timing of sales or selling performance, there is no way of gauging if the CWB basis 
level is reasonable. As a result, farmers are unable to openly evaluate prices and basis 
levels for wheat, durum and malting barley in order to make marketing decisions. 
 
In an open market, farmers would have numerous ways to evaluate whether prices and 
basis levels for wheat, durum and barley are favourable. They could compare values 
between several buyers to determine whether a price or basis level is competitive. 
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Buyers of crops traded on ICE Futures Canada – canola and barley – are currently 
surveyed daily in order to establish and display benchmark basis levels and cash prices 
in the par regions. In addition, price comparisons made by farmers tend to encourage 
buyers to maintain competitive bids.  
 
Non-board basis levels also typically move within a historical range and often exhibit a 
seasonal behaviour, providing farmers with guidance and precedents. These measures 
are used by farmers to determine if a basis level is “good” or “bad” and make a “sell or 
store” decision accordingly. In an open market, farmers would develop the same type of 
historical price patterns for wheat, durum and malting barley as they use for other crops 
and use them to make market decisions. 
 

3.4 Production Signals 
 
The CWB pool return outlooks (PROs) are the CWB’s projected estimate of their 
average sale price for the period 6-18 months following the first February release. 
Essentially, the PROs are a best estimate by the CWB, however the PROs can not be 
acted upon or locked in by the farmer. They do not provide any price guarantees to 
farmers, unlike the non-board contracts that commit the buyer to paying the farmer the 
agreed-upon price. 
 
One of the other difficulties with the PRO as a production signal is that the price outlook 
for wheat, durum and barley is not released until the end of February. At this point in the 
year, many cropping decisions regarding other crops – forward-pricing, acquiring seed 
supplies and paying for other inputs – are already made. For CWB crops, farmers must 
wait until late in the planning season for pricing direction, which results in a two-stage 
planning process. 
 
For non-board crops, the decision-making process for farmers typically begins a year in 
advance of harvest. As discussed previously, farmers are able to act on the price 
signals sent via forward-contract prices by non-board buyers as much as a year before 
the crop is harvested. This certainty of pricing is an important decision-making tool, but 
also serves to reduce risk as the decisions are made. An associated benefit is that the 
price certainty enables farmers to work much more effectively with their lenders and 
potentially negotiate lower interest rates. Farmers would also be able to benefit by 
firming up their decisions with respect to crop input purchases earlier in the year. 
 
In order to examine how effectively CWB price signals influence crop acreage, the 
analysis below compares the price performance of individual crops in relation to other 
crop prices and the resulting impact on acreage. Essentially, the prices of individual 
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crops are measured to determine whether they perform better or worse than a “basket” 
of other crops and the extent to which this relative price strength or weakness affects 
changes to seeded acres. 
 
The analysis compares the price of an individual crop with a basket price of all major 
crops in western Canada in order to determine its relative appeal in the decision making 
process. This recognizes that an individual crop competes for acreage with a number of 
alternatives and its absolute price level is a less important indicator than its relative 
price performance against other crops.  
 
The analysis examines price changes from the previous year as an indicator of price 
movement because the direction and magnitude of price movement also influences 
farmers’ planting decisions. Spot prices during the December to April period are used in 
the analysis as this is key timeframe during which farmers make the bulk of their 
planting decisions.  
 

Figure 3.6 – Correlation of Price Performance and Acreage Changes 
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  Source: Informa Economics, Stats Canada 
 
The analysis indicates that price performance and acreage decisions are more highly 
correlated for some crops than others. In particular, relative price performance is a 
strong predictor of acreage changes for oats and canola while relative prices of CWB 
crops and special crops such as flax and peas have a weaker relationship with acreage 
changes. For the more strongly correlated crops, the relative price performance during 
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the December to April period explains 75-80% of the acreage change in the upcoming 
year. 
 
As an example, the chart below shows how the December-April price performance of 
canola relative to the western price basket (consisting of major western Canadian 
crops) correlates with canola acreage that is planted that spring. While it is not an exact 
relationship, the connection is a fairly reliable indicator. 
 

Figure 3.7 – Canola Price Performance and Acreage Changes 
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Based on these results, several conclusions can be drawn. For canola and oats that are 
highly correlated, price signals play a larger role in shifting acreage. The lower 
correlation for crops such as wheat and peas suggests that price signals for these crops 
have less influence on long-term acreage trends (the acreage trend is lower for wheat, 
but higher for peas) and are partly driven by other factors. It has been suggested that 
acreage of peas (a nitrogen-fixing pulse crop) has trended higher due to lower fertilizer 
requirements and less to do with the crop prices. The weak price-acreage relationship 
for CWB crops may be an indication that farmers do not use the price signals from the 
CWB because they are late and not market-responsive, however the causality can not 
been determined.  
 
In an open market environment, farmers would get earlier information in order to make 
decisions about planting wheat, durum and barley. These earlier production signals not 
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only enable a comprehensive planning process for all crops, but also enhance the 
competition for acres between these crops and could potentially support new crop bids. 
Finally, these production signals for wheat, durum and barley would be backed by 
actual bids from buyers that farmers could lock in and use to reduce risk. 
 

3.5 Export Sales Efficiency 
 
As mentioned earlier, the CWB sends price signals mainly through the system of 
monthly PROs. As a result, the CWB is extremely limited in its ability to attract deliveries 
of grain in order to meet specific sales commitments. One of the associated effects of 
this shortcoming is that the CWB is required to store larger volumes of grain in the 
primary elevator system than non-board buyers do (as discussed in Section 2.5 on 
system efficiency). The inability to call grain forward from farmers to meet sales could 
also result in unnecessary storage costs at primary elevators and demurrage costs at 
port and reduces system efficiency. It also has the potential to cause the CWB to be 
overly cautious in its sales approach and possibly forego sales if it feels it can not attract 
deliveries. 
 
The only other tools the CWB can employ to encourage farmer deliveries are contract 
calls, terminations and guaranteed delivery contracts (employed only for feed wheat and 
feed barley). These tools are ineffective means of encouraging deliveries because they 
act as a blunt instrument and, in the case of contract terminations, use a negative 
incentive (restricted delivery) rather than a positive one (higher price).  
 
Because export sales often need to be executed in a matter of weeks, forcing delivery 
through contract terminations with deadlines 60 days or more removed is cumbersome 
and ineffective. As a result, the CWB maintains larger supplies in the commercial 
system (discussed in Section 2.5 on system efficiency) and pays storage to grain 
handlers. 
 
In some cases, the lack of a delivery signal is so critical that the CWB has resorted to 
using advertising in order to ask farmers to deliver their crop. In the spring of 2008, 
advertisements were placed to tell farmers that revenues in the durum pool account will 
be reduced if the CWB can not access durum supplies and make sales during the 
current high price environment. No price signal was provided by the CWB however, in 
contrast to the normal non-board practice of sending price signals for early delivery. 
 
Although the CWB does adjust the FPC basis levels on a monthly basis (more 
frequently in recent months), the basis is not primarily a market signal. Rather, as 
described in CWB material, the basis level is adjusted to reflect prior returns in the 
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CWB’s pool accounts and projected returns and appears to reflect a conservative 
approach to the market. In addition, this contract is only available in limited months of 
the year. 
 
At other times, the CWB has offered a wheat storage program that provides premiums 
to compensate farmers for holding high-protein wheat off the market. It is not clear 
whether these programs have had the desired effect. 
 
In the open market, price premiums/discounts and varying basis levels are used by 
buyers of non-board crops in order to either encourage or discourage deliveries in an 
effort to respond to shipping or usage needs. These market signals are often adjusted 
daily (or more frequently) to respond rapidly to changing market conditions. In turn, this 
use of price signals allows buyers to attract supplies, provide reliable and timely 
shipping for customers and increase system efficiency.  
 
Buyers also use forward contracts with farmers in order to lock in supplies well in 
advance and negotiate effectively with their customers. In an open market, these price 
signals and the resulting benefits for farmers would be extended to include wheat, 
durum and barley. 
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4.0 Farm-Level Impacts 
 

4.1 Interest Earnings 
 
The CWB’s system of initial, adjustment and final payments for wheat, durum and 
barley delays the full value of the grain sales reaching farmers. In an open market 
environment, full payment is received when the grain is delivered. As a result, farmers in 
an open market are able to collect the full interest (or reduce interest paid on an 
operating loan) for the full value of their grain sooner. 
 
To explore the cost that the delayed CWB payments have on farmers, a scenario was 
developed to compare interest earned by a farmer selling wheat and durum to the CWB 
to a farmer who sells wheat and durum in the US open market. The prices used for the 
calculation are the CWB initial, adjustment and final payments backed off to central 
Saskatchewan and the USDA NASS monthly prices received by North Dakota farmers. 
 
In order to create a comparable situation, both farmers in the scenario were assumed to 
have 1,200 tonnes of grain, divided evenly into 100-tonne monthly incremental sales 
over the course of the crop year. The interest calculations began in August of the crop 
year and carried through until final payments were made in December following the end 
of the crop year. The interest rate was set at 8%, compounding monthly. 
 

Table 4.1: Interest Earned on Wheat and Durum Sales 

(Cdn $ per tonne) 
 2001/02 2002/03 2003/04 2004/05 2005/06 2006/07
CWRS 13.5% 12.25 16.70 11.11 10.77 10.42 11.38
US Oth Spring 13.94 18.54 15.38 13.27 13.73 16.28
Differential -1.69 -1.83 -4.28 -2.50 -3.31 -4.90
       
CWAD 11.5% 14.68 15.96 11.15 10.14 9.18 11.21
US Durum 15.05 19.62 16.94 14.71 12.45 17.45
Differential -0.37 -3.66 -5.79 -4.57 -3.27 -6.24
Data Source: Informa Economics 
 
In each of the six full crop years analyzed, the interest earned by selling in the open 
market exceeds the interest earned from CWB payments, due to larger payments made 
earlier in the year. The gain from open market sales of spring wheat is an average of 
$3.08 per tonne, while the average gain for durum sales is $3.98 per tonne.  
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As seen in Section 2.4.4, open market prices for spring wheat (all grades combined) in 
the US have been higher than the CWB final payments for 1CWRS 13.5% protein in five 
of the six years shown. Durum prices (all grades combined) in the US have been higher 
than CWB 1CWAD 11.5% protein in four of the six years. Even in the year in which 
CWB values were higher than the US values, the interest earned in the open market 
system still exceeded the interest earned through the CWB system of payments. 
 
The scenario analyzed above is based on equal deliveries throughout the year. In 
practice, US farmers tend to market their crops earlier in the marketing year as 
demonstrated in Section 2.3 of the report, while deliveries of CWB wheat have been 
weighted to the last quarter of the crop year. As a result, the actual interest-earning 
advantage for US farmers would be greater than shown in the analysis. 
 

4.2 Timing of Sales 
 
In the open market, farmers are able to deliver their crops at the time of their choosing. 
They may decide to sell their crops early in the season to generate quicker cash-flow, 
later in the year as a result of market expectations or make incremental sales 
throughout the season. In addition, the timing of sales can be influenced by income tax 
considerations. The common denominator however, is that the farmer decides, based 
on individual circumstances, when it suits best to market grain and make deliveries. 
Market signals, including futures prices, basis levels and flat prices are the key factors 
influencing the timing of sales. 
 
Deliveries of CWB wheat, durum and barley, on the other hand, are dictated by CWB 
contract calls and terminations and the timing is essentially out of farmers’ hands. In 
2007/08 as an example, the CWB has called for delivery of 25% of 1&2 CWRS wheat 
on August 24, 25% on December 3, 25% on February 8 and the final 25% on April 17. 
None of the Series B or C contracts have yet been called. Farmers who would prefer (or 
need) to deliver their wheat at a more rapid pace are simply unable to do so.  
 
Those farmers who would need (or prefer) to deliver early in order to generate cash-flow 
or free up bin space are unable to do so. In some cases, they may need to market non-
board crops to meet cash-flow needs even if market signals for those crops are not 
favourable. As a result of the limited pace of contract calls on wheat and durum, farmers 
may need to sell non-board crops before they would have based on market signals. 
This push of deliveries can have a depressing effect on prices and on farm incomes. 
The federal government provides a system of cash advances to help address this need, 
but the amounts and terms are not always adequate. 
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4.3 Storage Issues 
 
In addition to dictating the timing of deliveries, the CWB also controls the total volume of 
the crop that farmers can deliver in a particular crop year. The CWB does this by 
accepting a certain percentage of the crop that farmers offer on delivery contracts. The 
acceptance levels for main wheat and durum classes the past three crop years are 
shown in the table below.  
 

Table 4.2: CWB Contract Acceptance Levels 
 

 1 CWRS 3 CWRS 1 CWAD 3 CWAD 
2006/07     
  Series A 80% 100% 80% 100% 
  Series B 100% 100% 100% 100% 
  Series C 100% 100%   
2005/06     
  Series A 80% 80% 50% 50% 
  Series B 50% 50% 0% 0% 
  Series C 100% 0% 25% 25% 
2004/05     
  Series A 100% 100% 60% 60% 
  Series B 100% 100% 100% 0% 
  Series C 100% 100% 100% 20% 
Data Source: CWB 

 
Farmers can designate that tonnage not accepted on an earlier contract series be rolled 
over to the next series and, in most years, total contract amounts of later series are 
accepted. Even so, there have been crop years in which farmers are unable to deliver 
all of their wheat and durum and must carry over supplies into the next year. The 
difficulty with this scenario is that, while farmers may decide to carry over non-board 
crops into the next crop year, this decision is out of their control in the case of CWB 
crops. In addition, the lack of certainty until late in the crop year regarding contract 
acceptance causes issues with farmers planning their inventory and cash flow. 
 
The end result is that, farmers are unable to manage inventories to meet their specific 
needs and may face cash flow restrictions and additional storage costs because 
deliveries are limited by the CWB. In fact, it has been suggested by some that the large 
capacity of farm storage in Canada is a result of these practices by the CWB. In an 
open market environment, farmers would decide when and how much to deliver based 
on their individual circumstances, weighing cash flow needs and storage availability with 
price and basis signals from the market. 
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4.4 Crop Production Trends 
 
In western Canada, seeded area of wheat peaked in 1986 and has been declining at a 
relatively steady rate since then. Farmers in western Canada have been increasing 
acreage of other crops, especially oilseeds and special crops, as they seek to diversify 
and switch to more profitable alternatives. The chart below shows the extent of the crop 
shifts in Canada by comparing the average acreage for the 1986-1990 period with the 
most recent five-year average of 2003-2007.  
 

Figure 4.1: Canadian Seeded Acreage Changes – 1986-90 versus 2003-07 
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Data Source: Stats Canada 
 
The chart above indicates that wheat acreage in Canada has dropped approximately 
9.6 million acres or 28% since the mid-1980’s. Feedgrain crops, as a group, have also 
declined slightly with a 5% drop, with barley acreage decreasing by 12% compared to 
oats and corn (non-board feed crops), that have increased by 18% and 19% 
respectively. Meanwhile, oilseeds have increased by 82% and special crops have 
increased by 303%.  
 
The table below shows that acreage of all CWB grains in western Canada has declined, 
while all non-board crops, with the exception of rye, have increased over the time period 
reviewed. 
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Table 4.3: Western Canadian Acreage Changes 
 

(000 acres) 
1986-90 
Average

2003-07 
Average

Acre 
Change

Percent 
Change 

Spring wheat 26,862 17,000 (9,861) -37% 
Durum wheat 5,424 5,111 (313) -6% 
Winter wheat 826 729 (97) -12% 
Oats 3,561 4,483 922 26% 
Barley 11,067 10,051 (1,015) -9% 
Fall rye 902 467 (435) -48% 
Flaxseed 1,509 1,749 240 16% 
Canola 7,064 13,061 5,997 85% 
Sunflowers 109 215 106 98% 
Canaryseed 255 542 287 112% 
Mustard 442 565 123 28% 
Lentils 357 1,538 1,181 331% 
Dry Peas 451 3,205 2,754 611% 
Data Source: Stats Canada 

 
By itself, declining acreage of western Canadian wheat does not necessarily indicate 
that farmers are dissatisfied with CWB performance, however other evidence suggests 
that the issue is unique to western Canada. Wheat acreage in eastern Canada has 
climbed by 33% over the same time period. It is significant that the largest increase in 
eastern Canadian acreage has occurred since 2003 when the Ontario Wheat 
Producers’ Marketing Board changed to a voluntary marketing organization. 
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Figure 4.2: Western and Eastern Canada Wheat Acreage Index 
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Data Source: Stats Canada 
 
Other major wheat-exporting nations have not seen nearly the same decline in wheat 
acreage as Canada as seen in the chart below. Compared to the index based on the 
five-year average acreage from 1987 to 1991, wheat acreage in Canada has dropped 
31% (37% lower in western Canada), the largest decline of all major exporters. Over the 
same period, acreage has dropped 16% in the US, 3% in the EU-27 and 21% in 
Ukraine. Wheat acreage has remained unchanged in Russia and increased by 9% in 
Argentina and 45% in Australia. 
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Figure 4.3: Major Exporter Wheat Acreage Index 
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Data Source: USDA 
 
While it is difficult to forecast how an open market would affect western Canadian wheat 
acreage, the experience in other regions of Canada and the world would suggest that at 
the least, wheat acreage would stabilize if not increase slightly. 
 

4.5 Gross Revenue 
 
In order to determine the enhanced gross revenue for farmers that would result from an 
open market for wheat, durum and barley, it is necessary to calculate the estimated 
costs of the CWB single desk and apply these costs against annual volumes of the 
applicable crops. The table below provides estimates of potential cost savings in an 
open market environment. 
 
Three main areas of cost savings are identified based on the analysis in previous 
sections of the report: 

1. Price differential – determined from the average international CIF values and US 
cash price comparisons in Section 2.4 

2. System cost – determined from the Quorum data analysis and US export basis 
comparisons (barley is estimated at similar levels to wheat) in Section 2.5 
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3. Interest savings – based on timing of payment analysis (feed barley estimated at 
one-third of wheat because of the two pool accounts and lower price and malt 
barley three-quarters of wheat due to a typically lower price) in Section 4.1 

 

Table 4.4: Open Market Cost Savings 

 
 Non-Durum 

Wheat 
Durum Feed 

Barley 
Malting 
Barley 

Total 

Price Differential ($/t)      
    Low estimate 7.31 12.29 2.85 13.31  
    High estimate 15.97 20.32 15.40 29.81  
System Cost ($/t)      
    Low estimate 9.95 23.27 9.95 9.95  
    High estimate 10.43 23.27 10.43 10.43  
Interest Savings ($/t) 3.08 3.98 0.92 2.31  
Total Savings ($/t)      
    Low estimate 20.34 39.54 13.72 25.57 24.60 
    High estimate 29.48 47.57 26.75 42.55 34.31 
5-Yr Avg Pool (000 mt) 12,371 3,800 518 1,620 18,309 
Total Savings ($000)      
    Low estimate 251,628 150,250 7,115 41,415 450,408 
    High estimate 364,700 180,763 13,871 68,917 628,251 

Data Sources: Informa Economics, CWB 
 
These estimates derived from the analysis show significant savings could be achieved 
by farmers by moving to an open market, from a low of $13.72 per tonne for feed barley 
to a high of $47.57 per tonne for durum. Based on the most recent five year average of 
grain delivered into the CWB pool accounts, revenue gains from an open market system 
would total $450 million to $628 million per year. 
 
These savings estimates are based on those aspects which can be quantified. Items 
discussed earlier such as inefficiencies of CWB contracts, lack of price transparency, 
storage issues and sales timing are not included.  
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Appendix 1 
Quorum Corporation Export Basis Data Sources and Results 

 
ELEMENT CWB GRAINS NON-CWB COMMODITIES 
Grain Price The price for 1 Canada Western Red Spring Wheat 

and 1 Canada Western Amber Durum are the Final 
Realized Prices in-store at Vancouver or St. Lawrence 
as reported by the CWB in the Statistical Tables 
accompanying its Annual Report. 
 
Since Final Realized Prices are expressed net of CWB 
operating costs, and the Export Basis includes a 
separate provision for these costs, CWB Costs (net) 
are added back to produce Adjusted CWB Final Prices. 

The price for 1 Canada Canola is the weighted 
average Vancouver cash price.1 The weights used 
reflect monthly exports as recorded by the Canadian 
Grain Commission (CGC).2 
 
The price for Canadian Large Yellow Peas is based 
on the average weekly dealer closing price, track 
Vancouver, reported by Stat Publishing for the 
months of October and November.3 

Weighted 
Applicable Freight 

For every station in a given geographic area, the 
producer pays the lesser of either the single-car railway 
freight rate to Vancouver4, or that of the corresponding 
rate to Thunder Bay plus the Freight Adjustment Factor 
(FAF).5 The applicable freight rate depicted is a 
weighted average for the area as a whole based on the 
proportion of deliveries made to each of the stations 
included in the area. 

 

Churchill Freight 
Advantage Rebate 

The Churchill Freight Advantage Rebate was 
introduced in the 2000-01 crop year as a mechanism to 
return the market sustainable freight advantage to 
farmers in the Churchill catchment area. 

 

Trucking Costs The trucking costs are based on the commercial short-
haul trucking rates for an average haul of 40 miles as 
presented in Table 3A-1. 
 
The Monitor is aware that producers’ trucking costs 
vary widely as a result of the type of equipment used, 
the use of owner-supplied versus carrier-supplied 
services, and the length of haul involved. Detailed 
information relating to the structure of these costs is 
not currently available, and has necessitated use of an 
assumed value.6 

The trucking costs are based on the commercial 
short-haul trucking rates for an average haul of 40 
miles as presented in Table 3A-1. 
 
The Monitor is aware that producers’ trucking costs 
vary widely as a result of the type of equipment 
used, the use of owner-supplied versus carrier-
supplied services, and the length of haul involved. 
Detailed information relating to the structure of these 
costs is not currently available, and has necessitated 
use of an assumed value. 

Primary Elevation 
Costs 

Primary elevator licensees are required to post primary 
elevation tariffs with the CGC at the beginning of each 
crop year, and at any time the rates for elevation, 
dockage (cleaning), storage, and related services 
change. The costs depicted for primary elevation are 
based on the applicable provincial average presented 
in Table 3B-6 as at August 1 of each crop year. 

 

Dockage Costs Primary elevator licensees are required to post primary 
elevation tariffs with the CGC at the beginning of each 
crop year, and at any time the rates for elevation, 
dockage (cleaning), storage, and related services 
change. The costs depicted for dockage are based on 
the applicable provincial average presented in Table 
3B- 6 as at August 1 of each crop year. 

 

CGC Weighing 
and Inspection 
Costs 

The costs of CGC weighing and inspection are 
assessed in various ways by the individual grain 
companies. Some include a provision for this in their 
primary elevation tariffs. Others deduct this amount 
directly from their cash tickets. The per-tonne average 
deduction from cash tickets used here has been 
adjusted in order to avoid an overlap with the tonnage 
already covered under the primary elevation tariffs, and 
a possible distortion of the export basis. 

 

CWB Costs CWB Costs (gross) represent the per-tonne operating 
costs of each pool account at an in-store export port 
position, plus the apportioned value of its overall 
transportation savings.7 
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ELEMENT CWB GRAINS NON-CWB COMMODITIES 
Price Differential  For 1 Canada Canola, a price differential – or spread – 

is calculated between the weighted Vancouver cash 
price and the weighted average spot price in each of 
the nine regions. 
For yellow peas, a price differential is calculated using 
the average weekly dealer closing price, track 
Vancouver, and the average weekly grower bid closing 
price for the months of October and November. 
These differentials effectively represent the 
incorporated per-tonne cost of freight, elevation, 
storage and any other ancillary elements. As such, it 
encompasses a large portion of the Export Basis. 

Canola Growers 
and Pulse 
Associations 

 All elevator deliveries of canola are subject to a $0.50 
per tonne “check-off” for provincial canola association 
dues. Similarly, a levy of 0.5% is deducted for the 
Manitoba Pulse Growers Association on the delivery of 
yellow peas, while 1.0% is deducted for the Pulse 
Growers Associations in Saskatchewan and Alberta.8 

Trucking 
Premiums 

Grain companies report on the trucking premiums 
they pay to producers at each of the facilities 
identified in the sampling methodology.9 The 
amounts depicted reflects the average per tonne 
value of all premiums paid for the designated grade 
of wheat or durum within the reporting area. 

Grain companies use their basis (the spread between 
their cash and the nearby futures price) as the 
mechanism to attract producer deliveries. Narrowing 
their basis, resulting in higher return to producers, is 
the signal that a company needs a commodity. 
Conversely a wide basis signals a lack of demand for 
the product. Some companies, however, offer 
premiums over and above their basis in order to attract 
delivery of some non-Board commodities. These 
premiums, illustrated as “trucking premiums”, are 
therefore factored into the GMP export basis, and are 
presented as a producer benefit. When weighted 
based on the applicable tonnage, and factored in at a 
regional level, they are relatively small sums due to the 
limited number of companies using this mechanism. 

CWB 
Transportation 
Savings 

The CWB Transportation Savings is an apportioned 
per-tonne amount representing the total financial 
returns to the pool accounts as a result of grain-
company tendering, freight and terminal rebates, 
and any penalties for non-performance. 

 

Other Deductions Other deductions, such as drying charges, GST on 
services, etc., may also be applied to, and appear as 
an itemized entry on the cash ticket of, any grain 
delivery. No attempt is made to capture these 
deductions within the framework employed here. 

Other deductions, such as drying charges, GST on 
services, etc., may also be applied to, and appear as 
an itemized entry on the cash ticket of, any grain 
delivery. No attempt is made to capture these 
deductions within the framework employed here. 

1) – The Winnipeg Commodity Exchange (WCE) collects Vancouver cash prices and spot prices at selected country elevator locations 
weekly. 
2) – Forward contracting and deferred delivery provisions make it impossible to accurately weight the canola price data. Testing was done 
with weekly producer delivery data and with weekly and monthly export data. In consultation with the WCE, weighting based on monthly 
exports was deemed the most appropriate. 
3) – Data provided by Stat Publishing. Using a “snapshot” period of two months during the fall, when pricing of the new crop is relatively 
heavy, was deemed to be an appropriate representation of producer prices, thereby avoiding the need to incorporate a weighting factor. 
4) – The single-car railway freight rates employed reflect those found in posted tariffs at the end of each crop year (July 31). 
5) – Freight Adjustment Factors (FAF) were introduced in the 1995-96 crop year to account for a change in the eastern pooling basis point, 
from Thunder Bay to the Lower St. Lawrence, and for the location advantage of accorded shipments from delivery points near Churchill and 
markets in the United States. FAFs are established prior to the beginning of each crop year to reflect changes in sales opportunities, 
cropping patterns and Seaway freight rates. 
6) – An examination into the actual trucking costs of producers was recommended in the Quorum Corporation study “Report on the 
Identification of Producer Impacts Over and Above those Identified in the Producer Netback Methodology,” May 2002, which can be 
downloaded from the Monitor’s website (www.quorumcorp.net). The issue of trucking costs is discussed further in Section 5.5. 
7) – The costs published in the CWB’s Annual Report are net of any transportation savings. Since the 2002-03 crop year, the CWB’s 
Annual Reports has published its receipts at “contract prices.” In order to provide a consistent time series, the CWB provides the Monitor 
with an adjusted reporting to reflect receipts and costs at “in-store” Vancouver or St. Lawrence. 
8) – Levies for Manitoba and Alberta producers are refundable. Previously set at 0.5%, the Saskatchewan levy stood at 0.75% on 1 August 
2002, and rose to 1.0% on 1 August 2003. The Alberta levy also rose to 1.0% on 1 August 2003. 
9) – Various terms are used by grain companies to describe the premiums they offer to producers in an effort to attract deliveries to their 
facilities – i.e., trucking premiums, marketing premiums, and location premiums. The most common term, however, remains “trucking 
premium,” and it is utilized generically in the calculation of the Export Basis. 
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Export Basis and Netback Calculation - 1CWRS Wheat

WESTERN CANADA  NOTES 

$/tonne $/tonne $/tonne $/tonne $/tonne $/tonne $/tonne
$/tonne per cent

APPLICABLE FREIGHT
Average Freight to Vancouver 36.09 34.68 35.91 36.99 36.67 37.71 37.44 (0.27) -0.7%
Average Freight to Thunder Bay 31.62 30.27 31.33 32.98 33.13 33.54 34.00 0.46 1.4%
Average Freight Adjustment Factor 10.13 10.33 11.80 12.08 10.03 13.09 13.61 0.52 4.0%
Average Applicable Freight 36.09 34.68 35.91 36.99 36.67 37.31 37.44 0.13 0.3% (1)
Weighted Applicable Freight 31.87 30.93 32.31 34.73 33.32 33.74 34.80 1.06 3.1% (2)

$/tonne per cent

PRICE
CWB Final Price 1 CWRS 192.43 202.58 217.02 250.20 211.14 205.10 195.14 (3)

PLUS ADJUSTMENTS
CWB Costs (net) 5.40 5.14 1.14 5.02 4.65 5.01 7.84 (4)

ADJUSTED CWB FINAL PRICE 197.83 207.72 218.16 255.22 215.79 210.11 202.98 (7.13) -3.4% (5)

LESS EXPORT BASIS
FREIGHT COSTS

Weighted Applicable Freight 31.87 58.4% 30.93 58.4% 32.31 63.5% 34.73 60.8% 33.32 60.0% 33.74 58.4% 34.80 56.3% 1.06 3.1% (1)(2)
Weighted CFAR 0.0% (0.09) -0.2% (0.07) -0.1% (0.11) -0.2% (0.07) -0.1% (0.05) -0.1% (0.08) -0.1% (0.03) n/a (11)

OTHER COSTS
Trucking 5.94 10.9% 6.10 11.5% 6.10 12.0% 5.94 10.4% 5.94 10.7% 6.54 11.3% 7.24 11.7% 0.70 10.7% (6)
Primary Elevation 9.75 17.9% 9.91 18.7% 10.90 21.4% 11.22 19.6% 11.53 20.8% 11.64 20.1% 11.76 19.0% 0.12 1.0%
Dockage - Terminal Cleaning 3.56 6.5% 3.56 6.7% 3.74 7.4% 3.93 6.9% 4.01 7.2% 4.19 7.3% 4.43 7.2% 0.24 5.7%
CGC Weighing and Inspection 0.38 0.7% 0.38 0.7% 0.38 0.7% 0.38 0.7% 0.38 0.7% 0.38 0.7% 0.38 0.6% 0.00 0.0% (7)
CWB Costs (gross) 5.40 9.9% 5.75 10.9% 3.61 7.1% 7.72 13.5% 7.79 14.0% 6.50 11.3% 9.16 14.8% 2.66 40.9% (8)
Sub Total - Other Costs 25.03 25.70 24.73 29.19 29.65 29.25 32.97

SUB TOTAL - DIRECT COSTS 56.90 56.54 56.97 63.81 62.90 62.94 67.69 4.75 7.5%
PRODUCER BENEFITS

Trucking Premiums (2.32) -4.3% (3.01) -5.7% (3.62) -7.1% (3.96) -6.9% (4.25) -7.7% (3.68) -6.4% (4.56) -7.4% (0.88) 23.9% (9)
CWB Transportation Savings 0.00 0.0% (0.61) -1.2% (2.47) -4.9% (2.70) -4.7% (3.14) -5.7% (1.49) -2.6% (1.32) -2.1% 0.17 -11.4% (10)
Subtotal - Benefits (2.32)        (3.62)      (6.09)      (6.66)      (7.39)        (5.17)      (5.88)      

TOTAL - EXPORT BASIS 54.58 100.0% 52.92 100.0% 50.88 100.0% 57.15 100.0% 55.51 100.0% 57.77 100.0% 61.81 100.0% 4.04 7.0%

VISIBLE NETBACK TO PRODUCERS 143.25 154.80 167.28 198.07 160.28 152.34 141.17 (11.17) -7.3%

19.1      19.0      16.2    20.6    20.6      21.2    24.4    
16.8      16.0      12.5    16.6    16.3      17.5    19.9    

NOTES:

Source: Railways, Canadian Grain Commission, Grain Companies, Canadian Wheat Board

(1) Applicable freight is either Thunder Bay rail freight plus freight adjustment factor or Vancouver rail freight, whichever is less.  Rail freight is posted single car tariff rate.
(2) Applicable freight weighted by proportion of 1CWRS deliveries at stations surveyed in Western Canada.
(3) CWB final realized price for 1CWRS wheat 13.5% protein in store St. Lawrence or Vancouver.
(4) CWB Costs (net) reflect an in-store Vancouver or St. Lawrence sales position (net of Transportation Savings), consistent with CWB reporting procedures prior to the 2002-03 Annual Report.
(5)  Adjusted to add back CWB Costs (net). 
(6) Commercial trucking rate estimate - 40 mile haul.
(7) CGC Weighing and Inspection charged separately by some grain companies; included in primary elevation by other grain companies.
(8) CWB Costs (gross) = CWB Cost (net) plus Transportation Savings.
(9)  Includes all competitive premiums paid by grain companies, variously known as marketing premiums, locational premiums, operations premiums, etc.  

(10) Transportation Savings calculated as follows:  
2000/01 - total savings $10.7 million divided by 17.63 million tonnes (total of wheat & durum pools);
2001/02 - total savings $40.9 million divided by 16.58 million tonnes (total of wheat & durum pools);
2002/03 - total savings $33.8 million divided by 12.50 million tonnes (total of wheat & durum pools);
2003/04 - total savings $51.1 million divided by 16.30 million tonnes (total of wheat, durum & feed barley pools).
2004/05 - total savings $26.1 million divided by 17.60 million tonnes (total of wheat, durum & feed barley pools).
2005/06 - total savings $22.9 million divided by 17.32 million tonnes (total of wheat, durum & feed barley pools).

(11) CFAR = Churchill Freight Advantage Rebate - introduced in 2000/01 to return the market sustainable freight advantage to farmers in the Churchill catchment area.
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Export Basis and Netback Calculation - 1CWA Durum

WESTERN CANADA  NOTES 

$/tonne $/tonne $/tonne $/tonne $/tonne $/tonne $/tonne
$/tonne per cent

APPLICABLE FREIGHT
Average Freight to Vancouver 36.09 34.68 35.91 36.99 36.67 37.31 37.44 0.13 0.3%
Average Freight to Thunder Bay 31.62 30.27 31.33 32.98 33.13 33.54 34.00 0.46 1.4%
Average Freight Adjustment Factor 0.41 0.11 (0.04) (0.16) (0.09) (0.02) (0.03) (0.01) 50.0%
Average Applicable Freight 32.02 30.38 31.28 32.81 33.04 33.52 33.98 0.46 1.4% (1)
Weighted Applicable Freight 30.07 28.58 28.96 30.34 30.23 30.98 31.43 0.45 1.5% (2)

$/tonne per cent

PRICE
CWB Final Price 1 CWAD 206.79 234.17 257.12 266.88 229.20 220.37 199.35 (3)

PLUS ADJUSTMENTS
CWB Costs (net) 21.32 23.97 17.35 25.13 17.32 21.30 22.20 (4)

ADJUSTED CWB FINAL PRICE 228.11 258.14 274.47 292.01 246.52 241.67 221.55 (20.12) -8.3% (5)

LESS EXPORT BASIS
FREIGHT COSTS

Weighted Applicable Freight 30.07 44.5% 28.58 41.6% 28.96 45.9% 30.34 41.5% 30.23 46.7% 30.98 43.8% 31.43 43.3% 0.45 1.5% (1)(2)
OTHER COSTS

Trucking 5.94 8.8% 6.10 8.9% 6.10 9.7% 5.94 8.1% 5.94 9.2% 6.54 9.2% 7.24 10.0% 0.70 10.7% (6)
Primary Elevation 9.44 14.0% 9.61 14.0% 10.62 16.8% 10.96 15.0% 11.41 17.6% 11.53 16.3% 11.77 16.2% 0.24 2.1%
Dockage - Terminal Cleaning 3.62 5.4% 3.63 5.3% 3.77 6.0% 4.03 5.5% 4.12 6.4% 4.24 6.0% 4.35 6.0% 0.11 2.6%
CGC Weighing and Inspection 0.38 0.6% 0.38 0.6% 0.38 0.6% 0.38 0.5% 0.38 0.6% 0.38 0.5% 0.38 0.5% 0.00 0.0% (7)
CWB Costs (gross) 21.32 31.5% 24.58 35.8% 19.82 31.4% 27.83 38.1% 20.46 31.6% 22.79 32.2% 23.52 32.4% 0.73 3.2% (8)
Sub Total - Other Costs 40.70 44.30 40.69 49.14 42.31 45.48 47.26

SUB TOTAL - DIRECT COSTS 70.77 72.88 69.65 79.48 72.54 76.46 78.69 2.23 2.9%
PRODUCER BENEFITS

Trucking Premiums (3.14) -4.6% (3.56) -5.2% (4.13) -6.6% (3.73) -5.1% (4.68) -7.2% (4.24) -6.0% (4.76) -6.6% (0.52) 12.3% (9)
CWB Transportation Savings 0.00 0.0% (0.61) -0.9% (2.47) -3.9% (2.70) -3.7% (3.14) -4.9% (1.49) -2.1% (1.32) -1.8% 0.17 -11.4% (10)
Subtotal - Benefits (3.14)        (4.17)      (6.60)      (6.43)      (7.82)        (5.73)      (6.08)      

TOTAL - EXPORT BASIS 67.63 100.0% 68.71 100.0% 63.05 100.0% 73.05 100.0% 64.72 100.0% 70.73 100.0% 72.61 100.0% 1.88 2.7%

VISIBLE NETBACK TO PRODUCERS 160.48 189.43 211.42 218.96 181.80 170.94 148.94 (22.00) -12.9%

NOTES:

Source: Railways, Canadian Grain Commission, Grain Companies, Canadian Wheat Board

(1) Applicable freight is either Thunder Bay rail freight plus freight adjustment factor or Vancouver rail freight, whichever is less.  Rail freight is posted single car tariff rate.
(2) Applicable freight weighted by proportion of 1CWAD deliveries at stations surveyed in Western Canada.
(3) CWB final realized price for 1CWAD in store St. Lawrence or Vancouver.
(4) CWB Costs (net) reflect an in-store Vancouver or St. Lawrence sales position (net of Transportation Savings), consistent with CWB reporting procedures prior to the 2002-03 Annual Report.
(5) Adjusted to add back CWB Costs (net).
(6) Commercial trucking rate estimate - 40 mile haul.
(7) CGC Weighing and Inspection charged separately by some grain companies; included in primary elevation by other grain companies.
(8) CWB Costs (gross) = CWB Cost (net) plus Transportation Savings.
(9) Includes all competitive premiums paid by grain companies, variously known as marketing premiums, locational premiums, operations premiums, etc. 

(10) Transportation Savings calculated as follows:  
2000/01 - total savings $10.7 million divided by 17.63 million tonnes (total of wheat & durum pools);
2001/02 - total savings $40.9 million divided by 16.58 million tonnes (total of wheat & durum pools);
2002/03 - total savings $33.8 million divided by 12.50 million tonnes (total of wheat & durum pools);
2003/04 - total savings $51.1 million divided by 16.30 million tonnes (total of wheat, durum & barley pools).
2004/05 - total savings $26.1 million divided by 17.60 million tonnes (total of wheat, durum & barley pools).

% of 
Basis

2004-2005 2005-2006

$/tonne
% of 

Basis

2002-2003 2003-2004 % VARIANCE

 04/05-05/06 

$/tonne
% of 

Basis
 04/05-05/06 

1999-2000 2000-2001 2001-2002

$/tonne
% of 

Basis $/tonne $/tonne
% of 

Basis $/tonne
% of 

Basis $/tonne
% of 

Basis



87 
 

Export Basis and Netback Calculation - 1 Canada Canola

WESTERN CANADA  NOTES 

$/tonne $/tonne $/tonne $/tonne $/tonne $/tonne $/tonne
Price Differential

Vancouver Cash 1 CC 291.61 284.46 355.67 414.36 387.11 311.19 276.38 (1)
Spot Price 1 CC 243.06 240.06 319.42 371.72 350.92 277.08 242.18 (2)
Price Differential (48.55) (44.40) (36.25) (42.64) (36.19) (34.11) (34.20) (3)(4)

$/tonne per cent

PRICE
Vancouver Cash 1 CC 291.61 284.46 355.67 414.36 387.11 311.19 276.38 -34.81 -11.2% (1)

LESS EXPORT BASIS
COSTS

Trucking 5.94 11.3% 6.10 12.4% 6.10 14.5% 5.94 12.1% 5.94 14.0% 6.54 16.0% 7.24 17.4% 0.70 10.7% (5)
Price Differential 48.55 92.5% 44.40 90.4% 36.25 86.3% 42.64 87.1% 36.19 85.1% 34.11 83.3% 34.20 82.4% 0.09 0.3% (3)(4)
Canola Growers Ass'n 0.50 1.0% 0.50 1.0% 0.50 1.2% 0.50 1.0% 0.66 1.6% 0.66 1.6% 0.50 1.2% -0.16 -24.2% (7)

SUB TOTAL - DIRECT COSTS 54.99 51.00 42.85 49.08 42.79 41.31 41.94 0.63 1.5%
PRODUCER BENEFITS

Trucking Premiums (2.48) -4.7% (1.89) -3.8% (0.84) -2.0% (0.11) -0.2% (0.28) -0.7% (0.34) -0.8% (0.43) -1.0% -0.09 26.5% (6)
TOTAL - EXPORT BASIS 52.51 100.0% 49.11 100.0% 42.01 100.0% 48.97 100.0% 42.51 100.0% 40.97 100.0% 41.51 100.0% 0.54 1.3%

VISIBLE NETBACK TO PRODUCERS 239.10 235.35 313.66 365.39 344.60 270.22 234.87 -35.35 -13.1%

NOTES:

Source: Winnipeg Commodity Exchange, Grain Companies, Canadian Grain Commission

(1) Weighted annual average of Vancouver cash price as per WCE data;  Price weighted by monthly exports reported by CGC.
(2) Weighted annual average of spot/cash price (average of bids from all companies sampled in region) as per WCE data;

Price weighted by monthly exports reported by CGC.
(3) Price differential is difference between relevant spot/cash price (average of bids from all companies sampled in region) and the Vancouver cash price as per WCE data;

Price differential includes cost of freight, handling, cleaning, storage & interest, CGC weighing & inspection, and opportunity cost or risk premium.
(4) The term price differential is used to avoid confusion with various definitions of basis.  Basis is often used to describe the difference between a cash and futures price.  Basis

is also used here to describe the difference between the Vancouver cash price and producer returns, i.e. Export Basis.
(5) Commercial trucking rate estimate - 40 mile haul.
(6) Includes all competitive premiums paid by grain companies, variously known as marketing premiums, locational premiums, operations premiums, etc.
(7) Western Canada average deduction determined by weighting provincial deductions by deliveries.
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Export Basis and Netback Calculation - Canadian Large Yellow Peas - No. 2 or Better

WESTERN CANADA  NOTES 

CDN$/tonne CDN$/tonne CDN$/tonne CDN$/tonne $/tonne $/tonne $/tonne
Price Differential

Weekly Dealer Closing Price 202.54 194.60 279.85 325.14 224.77 188.17 171.69 (1)
Weekly Grower Bid Closing Price 154.31 128.39 215.42 249.62 164.49 127.87 127.13 (2)
Price Differential (48.23) (66.21) (64.43) (75.52) (60.28) (60.30) (44.56) (3)(4)

$/tonne per cent

PRICE
Weekly Dealer Closing Price 202.54 194.60 279.85 325.14 224.77 188.17 171.69 -16.48 -8.8% (1)

LESS EXPORT BASIS
COSTS

Trucking 5.94 10.8% 6.10 8.4% 6.10 8.6% 5.94 7.1% 5.94 8.8% 6.54 9.6% 7.24 13.7% 0.70 10.7% (5)
Price Differential 48.23 88.1% 66.21 91.0% 64.43 90.8% 75.52 90.8% 60.28 89.0% 60.30 88.7% 44.56 84.2% -15.74 -26.1% (3)(4)
Pulse Growers' Ass'n 0.77 1.4% 0.64 0.9% 1.08 1.5% 1.87 2.2% 1.64 2.4% 1.28 1.9% 1.27 2.4% -0.01 -0.6% (6)

SUB TOTAL - DIRECT COSTS 54.94 72.95 71.61 83.33 67.86 68.12 53.07 -15.05 -22.1%
PRODUCER BENEFITS

Trucking Premiums (0.18) -0.3% (0.23) -0.3% (0.64) -0.9% (0.14) -0.2% (0.11) -0.2% (0.14) -0.2% (0.13) -0.2% 0.01 -7.1%
TOTAL - EXPORT BASIS 54.76 100.0% 72.72 100.0% 70.97 100.0% 83.19 100.0% 67.75 100.0% 67.98 100.0% 52.94 100.0% -15.04 -22.1%

VISIBLE NETBACK TO PRODUCERS 147.78 121.88 208.88 241.95 157.02 120.19 118.75 -1.44 -1.2%

NOTES:

Source: Stat Publishing, Grain Companies

(1) Average Weekly Dealer Closing Price during the months of October and November, Canadian Large (Whole) Yellow Peas - track Vancouver, converted from US$/tonne.
(2) Average Weekly Grower Bid Closing Price during the months of October and November, Canadian Large Yellow Feed (net price) - converted from CDN$/bushel.
(3) Price differential is difference between Average Weekly Dealer Closing Price and Average Weekly Grower Bid Closing Price as per Stat Publishing data.

Price differential includes cost of freight from prairie elevator or processor to Vancouver, processing rate (elevation, cleaning, loading), storage & interest, shrinkage and miscellaneous costs.
(4) The term price differential is used to avoid confusion with various definitions of basis.  Basis is often used to describe the difference between a cash and futures price.

Basis is also used here to describe the difference between the track Vancouver price and producer returns, i.e. Export Basis.
(5) Commercial trucking rate estimate - 40 mile haul.
(6) Levy of .5% of Grower Bid Price.  Levy increased to .75% in Saskatchewan for 2002-03 crop year and to 1.0% in Saskatchewan and Alberta for 2003/2004 crop year onward.
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