The Canadian Wheat Board
.wWhat's it worth???

Over $800 million per year! Each year, the work of the Canadian Wheat Board (CWB)—as a
marketer, in transportation, and as an advocate for farmers—puts over $800 million in additional money in
farmers’ pockets. That's $11 every year on every acre of western Canadian cropland.

Crow I1? The dollar benefit of the CWB—over $800 million annually—roughly equals the value of the Crow
Benefit: $773 million to $962 million per year in today’s dollars. Farmers lost the Crow in 1995, with devastating
effects—over $8 billion in net farm income lost over the subsequent 10 years.

The CWB provides numerous benefits to farmers: from premium prices in world markets to helping retain
effective access to producer cars. The following puts values to those benefits where possible.

Canadian Wheat Board benefits to farmers (millions of dollars per year)

. Wheat price premiums $212.0
Barley price premiums
Total net interest earnings
Transportation - Terminal rebates, penalties, tendering, & despatch $43.3
Transportation - Capped freight rates $225.2

Transportation 3 - Railway “Level of Service” complaint
7. GM wheat - Market loss
8. GM wheat - Agronomics, fusarium, etc.
9. Blending
10. Market Development, risk management savings, producer cars, etc. 2?27
TOTAL $804.1

1 & 2. Wheat and barley price premiums: The CWB’s single-desk selling advantage enables it to extract
higher prices in world markets and to price-discriminate between buyers—charging more to those able to pay more or
willing to pay for higher levels of service. Economists have shown that the CWB earns an average premium of $265
million per year for wheat (Kraft, Furtan, Tyrchniewicz, 1996) and $72 miillion per year for barley (Schmitz, Gray, Schmitz, and Storey,
1997). The values this flyer uses to calculate the total value of the CWB are very conservative; they have been reduced by
25% relative to the Kraft/Furtan and Schmitz/Gray figures to reflect current redlities: lower overall world grain prices
mean that CWB premiums, unchanged in percentage terms, will total less today in absolute dollars.
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Dear Minister Strahl:

The federal government took away the Crow in 1995. That decision has cost farmers billions. Partly as a
result of that move, we’re now mired in the worst farm crisis in Canadian history. Terminating the CWB will
have equally devastating effects—farmers’ prices will fall and our costs will rise.

Minister Strahl, hands off the CWB! It's our marketing agency and we want it strong and working for us. The
“dual market” is a delusion. The only real choice is between the CWB and a US-style open market controlled
by Cargill and the other grain companies. That sort of US-style system would cost me tens-of-thousands per

year on my farm. 1 want a strong CWB with its single-desk powers. Hands off!

Sincerely,

Town and Province:




3. Interest earnings: Because of its government partnership, the CWB can borrow at low interest rates to
finance sales, but it charges customers commercial rates and passes the difference back to farmers. The CWB's
five-year average for net interest earnings is $68.5 million per year (data from CWB Annual Reports). These earnings
more than offset the cost of staffing and administering the CWB.

4. Transportation - Terminal rebates, tendering, penalties, and despatch: The CWB’s
role in transportation means the system runs more efficiently and the savings are captured by farmers (rather than
by grain companies or railways). These savings average $43.3 million annually (data from the CWB and its Annual Reports).

5. Transportation - Freight rates: “The most profound effect of CWB elimination would occur in grain
transportation. ... The commercially based grain transportation system used in the United States has resulted in North Dakota
and Montana freight rates being nearly double current Canadian rates. If similar freight rates were to occur in Canada, this
would reduce farm gate prices by another $20 to $30 per tonne™: these are the findings of economists Richard Gray and
Hartley Furtan (2005). During the Estey and Kroeger talks, when the railways pushed for higher freight rates, the CWB
was a key ally for farmers. A $30 per tonne increase in freight rates would mean $1.351 billion per year in increased
costs and reduced incomes. This flyer uses a much lower figure: $225 million per year—ijust $5 per tonne.

6. Transportation - railway “Level of Service” complaint: In the winter of 1996/97, CN & CP
moved other goods and left grain sit; the CWB acted on farmers’ behalf, and won a multi-million-dollar Level of
Service complaint. This flyer takes $3 million per year as a representative benefit.

7 & 8. GM wheat - market loss & agronomic effects: The introduction of GM wheat would
have cost Canadian farmers $423 million annually in lost markets (Furtan, Gray, Holzman, 2005) and $400 million per
year in increased agronomic costs—herbicides to control Roundup-tolerant volunteers (Van Acker). The CWB played
a key role in helping stop GM wheat. This paper takes 20% of the totals identified by Furtan et al and by Van
Acker and credits those to the CWB.

9. Terminal blending: Because farmers using the CWB maintain ownership of their grain, farmers capture
the increased value that results from blending: $30 million per year (CWB news release, 1999).

10. Other benefits: CWB benefits not included in this flyer’s total include risk-management savings, market
development, the continued existence of the Canadian Grain Commission (which would disappear without the CWB),
access to producer cars, support for shortlines, foreign exchange management, etc.

This information and analysis brought to you

by the NFU. For more information, or to join, national farmers union
call (306) 652-9465 or go to www.nfu.ca . In Union Is Strength
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KEEP THE CWB STRONG, KEEP FARMERS STRONG

Hon. Chuck Strahl, Minister of Agriculture and Agri-Food
House of Commons

Ottawa, Ontario

K1A 0A6



