4

The Manitoba Co-operator | April 23, 2015

OPINION/EDITORIAL

The farmers’ trust

T

he farmers’ equity component is perhaps the most puzzling aspect of last
week’s announcement that CWB has
been sold.
We can see the advantages to the Harper
government of getting the company off
its books. Moving the western Canadian
grain-marketing system to an open market
was an election promise that came with
baggage; the administration ideologiLaura Rance
cally opposed to government intervention
Editor
wound up owning and propping up an ittybitty grain company going head to navel
with the private trade.
The fact that one of the partners in this new deal — the
Saudi Agricultural Land and Livestock Investment Company
(SALIC) — is a wholly owned subsidiary of the Saudi Arabian
government is too rich for words.
They have deep pockets and a vested interest in Canadian
grain getting to export. The desert kingdom realized a few
years ago the region doesn’t have enough water to produce all
its own grain, so it’s been investing heavily overseas to secure
supplies. Saudi Arabia imports more than nine million tonnes
of barley a year, which may explain some of its interest in
Canada.
We can see the benefits to Bunge Canada, the majority
stakeholder in the newly formed Global Grain Group (G3)
that will own 50.1 per cent of CWB when the deal closes in
July. Bunge, already a player in export terminals and canola
processing, gains a toehold in the Prairie grain-handling system and a source of wheat for its U.S. mills.
We can also see the advantages of bringing another competitive grain buyer onto the scene, especially one with international connections. But that said, CWB is breaking into a
mature industry known for razor-thin margins. All the CWB
export terminal capacity is in the East, putting it at a disadvantage in the larger market off the West Coast. With owned
and planned country capacity of less than four per cent of the
Prairie total, it’s got a tough road ahead.
CWB says it plans to continue delivering through other
companies, but we don’t know how that’s going to work out.
Does Wal-Mart carry President’s Choice products?
That brings us to the other “partner” in this deal — the
farmers’ equity trust.
Farmers who deliver to CWB will be allocated $5 per tonne
in equity in the partnership. That equity will be held in a trust
for a minimum of seven years or until the trust, which owns
49.9 per cent of the company, is fully allocated.
After seven years, G3 has the option to buy out the farmers’
equity at fair market value. However, farmers don’t have the
opportunity to dispose of it unless they retire or die.
There are some similarities to the patronage equity farmers
once earned in the now-defunct grain co-ops. But there are
also important differences:
• They don’t pay tax on their equity until and unless they
make money from it;
• Although the farmers’ trust is overseen by three trustees,
one of which will be appointed to CWB’s seven-member
board of directors, there is no process for farmers to choose
those trustees or influence the company direction.
“We want a trustee that is responsible, that has financial literacy, that understands the obligations of being a trustee and
beyond that, we will determine who the trustees will be,” said
an official during the technical briefing. Being a farmer isn’t
on that list of criteria.
So even those who are philosophically in favour of owning
a piece of the grain-handling pie have to step back and consider how much “ownership” and what value this proposition
represents.
CWB says the $5 per tonne in equity is awarded at no cost
to farmers. But will the new CWB be paying an “on-the-driveway” price that matches the competition’s plus the $5-pertonne equity, or minus? If the farmer is delivering into a pool,
how does one know?
And how have those voluntary pools been performing
anyway? That information has been deemed “commercially
sensitive” and hasn’t been released. We suspect if they’d been
wildly successful we’d be hearing about it.
Based on average total deliveries of 35 million tonnes a year
and its current share of elevator capacity, CWB’s handle will
be about 1.36 million tonnes annually for an equity allocation
of $6.8 million. At that pace, it would take 36 years to build
the farmers’ equity to 49.9 per cent or $250 million.
While some farmers have questioned why they could be
forced to sell their equity stake after seven years, perhaps the
more relevant question is how long might they be forced to
hold on to it? At least with Air Miles you can go on a holiday.
All of the platitudes about “exciting opportunities” aside,
getting rid of the single-desk monopoly wasn’t about giving western Canadian farmers another grain company. It
was about giving them marketing freedom. In that spirit, we
expect they’ll be voting on this proposition with their trucks.
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Support for single desk wasn’t ‘cooked up’
And farmers won’t control
the voluntary CWB
By Allan Dawson
co-operator staff

I

n the heat of debate it’s easy to forget a fact
or dismiss your opponent’s argument out of
hand.
Perhaps that explains why Agriculture Minister Gerry Ritz accused Lowe Farm farmer Dean
Harder of citing a “cooked up” number when the
two were sparring April 15 in Winnipeg over the
privatization of CWB — the remnants of the old
Canadian Wheat Board stripped of its monopoly
marketing authority over western Canadian
wheat and barley Aug. 1, 2012.
“Sixty-two per cent of western Canadian farmers wanted to keep the single-desk selling, so
choice does matter,” Harder told Ritz. “And now
we are not given the choice of control (of CWB)
anymore.”
“That’s a number you cooked up,” Ritz said. “I
don’t agree with that at all.”
But the number wasn’t “cooked up.” In the
summer of 2011, the wheat board conducted its
own plebiscite, when counter to the wheat board
act, the government refused to do so.
Farmers were asked if they wanted to retain
the single desk or replace it with an open market.
More than 38,000 ballots (a 56 per cent return)
were counted and 61.8 per cent of farmers voted
to keep the single desk for wheat and 51.1 per
cent voted to keep it for barley.
As much as Harder would like the single desk
returned, his question to Ritz was about the
soon-to-be sold CWB not having any farmer
control.
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“My point is, will you reconsider the ownership
(in CWB) — farmers gaining majority ownership?
Because that is a travesty — a major travesty,”
Harder said.
“In your opinion it is, but you’re a very minor
portion of farmers out there,” Ritz replied. He
earlier stated all the “relevant” farm groups support the sale.
Ritz had earlier promised farmers could have
an open market and a “strong and viable” voluntary board controlled by farmers.
Appearing before the House of Commons agriculture committee Nov. 2, 2011 Agriculture Minister Gerry Ritz was specifically asked if farmers
would control a post-monopoly wheat board.
“Yes, they will elect their own board,” he
replied. “After the interim period, where we control it as a government, yes, they will elect their
own board should they decide to do that.
“So once we’re past that interim (period) absolutely farmers will run it.”
Last week’s deal reveals farmers can earn
up to 49.9 per cent equity in the new CWB by
delivering grain, but only one trustee overseeing that equity will serve on CWB’s sevenperson board — and equity holders won’t be
able to choose that representative. After seven
years, CWB has the option to buy out the farmers’ equity trust. However, farmers have no
ability to cash in their equity unless they retire
from farming or die.
CWB also says the company’s financial report
will not be made public, although some details
will be shared with farmers in the equity trust.
Nor will there be annual farmer accountability
meetings like the wheat board used to have.
allan@fbcpublishing.com

April 1986

his CN ad from our April 24, 1986 issue thanked
producers for attending its meetings across the
Prairies that winter.
Stories about low grain prices were prominent in
the issue. The U.S. had launched the Bonus Incentive
Commodity Export Program (BICEP), later renamed the
Export Enhancement Program (EEP). There was speculation that the grain export subsidy program would spark
an all-out trade war with the European Union.
A rally in Carman drew more than 600 producers
asking for government help to offset low grain prices.
A two-price wheat program in place in 1986 required
Canadian millers to pay $7 per bushel for wheat for
domestic consumption, double the wheat board initial
payment of $3.54. We reported that the Grocery Products
Manufacturers of Canada was concerned about a
Conservative backbencher’s proposal to raise the price
by another $3 to $5 per bushel.
At a series of Manitoba Beef Commission meetings
around the province, 88 per cent of producers answering
a questionnaire favoured the current provincial beef stabilization program over a proposed federal tripartite plan.
At the Manitoba Hog Producers Marketing Board annual
meeting, chairman Bill Vaags expressed concern that
the tripartite program for hogs could lead to even higher
duties being imposed on U.S. imports.
Opposition leader Gary Filmon had shuffled his

shadow cabinet, moving Jim Downey from agriculture
critic to municipal affairs, replacing him with rookie MLA
Glenn Findlay.

