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J .A. Mac:Mil.lan 
Deparbrent of }.gricultural Eoancmics ani Farm Management 

university of Manit:.c:ba 

'!be discussion is organized urx3er the followiIq major topics: 

1. Market delnarxi ani SUWly relations (international, reg'ional, 
ani local) 

2. Western canadian 0: iiPIo:dity production 
3. Soil type ani clilnate 
4. Tedmology, ani 
5. Eoc:n:lnic:rent ani distarx::e to markets 
6. Farm production ani agril::usiness linkages in Manit.cba 

1. Market DeInan:l ani SUpply Relations 

'!be danestic market delnarxi for canadian grain has been relatively 
stable while major fluctuations have ocx::urred in tl'le export market 
delnarxi ani total production (Figure 1). 

Wheat is the major western canadian crop. A few major p.n:chasers 
acx::amt for 65% of canadian wheat exports (U.S.S.R., Cllina, ani 
Brazil; see '!he canadian Wheat BoaI:d, Annual. Report, 1984-85). '!he 
canadian Wheat BoaI:d sales are prioec1 at ~ coast ports or 'nnlrrler 
Bay ani fanners receive a "pooled price less shiwin;J costs". '!he 
price in the export market less transport charges detemines the price 
the canadian Wheat Board receives for wheat exports. '!he price 
Russians am ather inpxt.ers are willin;J to pay for canadian wheat 
deperrls on tl'le level of their own production ani tl'le available SUWly 
in the International wheat market. 

'!be production of wneat by canadian farmers is det:ennined by the 
expected wheat price level, clilnate factors ani ather crowirq 
cg;>orttmities. I.an:J tenn stu1ies in:ticate that canada has a 
carpetitive advantage in grain production. CUrrent agricultural 
policies in the European CClrammity ani the united states have resulted 
in very large subsidies to their producers ani subsidized export 
sales. As a result of these subsidies a very lcu:ge surplus of grain 
ncM exists on an International basis an::l prices received by canadian 
fanners are alIrost one half of the 1982 peak of $220 per tonne (Figure 
2). '!he canadian government through subsidies has significantly 
supported the :inoc:ate level of canadian grain producers. As a result 

lNotes for a presentation to the st. James-Assiniboia In-service, 
John Taylor Collegiate, Feb. 27, 1987. 
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of the subsidies canadian production of wheat is expected to remain 
stable in the 1987-88 crop year. 

0Jrrent in:lications are that the United states am the European 
Chmmmity will cantirrue to subsidize their grain producers resultin:J 
in a continuation of the current international surpluses of wheat. 

CNer the last twenty years the canadian market share of wheat am 
floor exports has declined fran 25% to 17% am the European E'.cx:n:mic 
Chmmmity share has increased to 17% fran 9%. ~ market share of the 
United states has remained stable at 37% although the share increased 
to a peak of 49% in 1974. Australia's share increased fran 9% to 15% 
am Argentina's share decxeased fran 13% to 8%. ~ total volume of 
~ld wheat am wheat floor traded in export markets has increased 
aver the twenty year period by 62 percent to 101 million tannes in 
1984-85. 

'!he demarxi for west:em grains for danestic am export markets is 
affected by chal'xJeS in major uses aver time (Table 1). Cereals are 
primarily used for bread flc:m:' am feed. oilseeds are used for 
cook:in; oil am livestock meal. Specialty Cl:q)S have ll¥)re diverse 
uses. 

2. Western canadian Cannocdity Production 

Crop production by province is summarized in Figure 3. In 
Saskatchewan am Manit:cl;)a wheat is the lcn'gest volume crq>. In 
Alberta tame am barley production are greater than wheat productioo. 
In British Columbia, tame hay is the largest crop Wich suworts dairy 
arxi cattle production. 

Western canadian livestock production is SlIlmnarized in Figure 4. 
Alberta, Saska:t:dlewan am to a lesser extent Manit:cl;)a are major beef 
producers. Cow/calf ~tions predaninate with feeder cattle shiwed 
to U. S. am offshore markets. 

DaJxy product production is controlled by federal am provincial 
regulations. Federal milk price subsidies are a large experrliture by 
Agriculture Canada. Milk prices are controlled by provirx::ial quota 
arxi price regulations. As a result milk production in Western canada 
is distributed rcA.1gh1y pl:qX)rtional to provincial pcp.1l.ation levels. 

3. Soil 'IYpe am Climate 

'!here is a close corresponience between soil type am climate 
effects on crop production in western canada. Brc:f..m soils (Figure 5) 
are associated with a dl:y climate am low rroisture efficiency. Rani 
rOO spring wheat is well suited to the growing corxlitions of a large 
part of the western canadian prairie. yields are highest for black 
soils in Southern Manitoba through the Parklam belt of saskatchewan 
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Table 1 

Western Grains am 'lbeir utilization 

Groop/Crop 

l. Cereals 

wheat, sprin:] 
wheat, durum 
wheat, winter 
barley 
oats 
J:ye 

2. Oilseeds 

rapeseed (caoola) 

flaxseed 

3 • Special Crops 

com 

soybeans 

llI.lStard 
peas 

lentils 
sunflOf!1e.r seed 
canary seed 
forage am grass seed 

Major Uses 

bread floor, livestock feed, gluten 
pasta, pastJ:y floor 
bread floor, livestock feed 
livestock, feed, malt, sane gascilol 
livestock feed, breakfast products 
distill in:] , J:ye floor, livestock feed 

vegetable am high quality imustrial 
oils, meal for livestoc:k 
linseed oil, flax meal 

livestock feed, distillin:], cookin:J oil 
am corn products, gascilol 
vegetable oils, meal for livestock, food 
ext:eme.rs (ilrports to westem canada) 
cx:niiment 
protein starch am fibre, SOJpS, sane 
livestock feed 
SOJpS, food ext:eme.rs 
vegetable oil, meal, oonfec:tians 
birdseed 
forage crops, pastures am lawns crop 
rotations 

Source: R.M.A. IDyns am C.A. carter, "Grains in Western Econanic 
Deve10pnent to 1990," Econanic ca.nx:il of canada, Discussion 
Paper No. 272, September 1984 • 
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into Alberta arourrl Edlronton (soil types 4 am 5 in Figure 5). 'Ihese 
areas have a higher lOOisture efficieIx::y level than the Palliser 
triargle which covers south east Alberta am south ~ saskatchewan. 

4. Technology 

Plant breedirg tecilrx:>logy has maj or iDpacts on crops produced in 
Western canada. Rust resistant varieties permitted a oantinuation of 
the 'Wheat econany on the prairies in the thirties. Om::>la developed 
fran rapeseed is a recent successful new crop ani (x)D'l has been 
recently int.roduoed into Manit.ci)a bIt has been negatively affected by 
insects am worse than average heat mdt grc:JWinJ c::on1itions. Plant 
breeders are focussin] their efforts on develcpin] rew high prod\.1cinJ 
hybrid canola varieties am rust resistant winter wheat. 

Biot:.ec:hoology in livestock production is focussin:j en develcpin] 
desirable characteristics of animals (such as white veal meat) thralgh 
genetic exper:iJnentation am the develqJDent of m:n:e efficient 
digestion of grasses by cattle. 

5. Econgnic Rent am Distance to Markets 

Rent distance relations provide a good summary of the 
interrelation between demarrl, supply, tedlnica1 production am 
distance to market factors as they affect the ''What, Where am Why?" 
of agricultural. production. Generally prices are highest for all 
C1BIiIia:dities at a central market location (see Figure 6). High value 
am wight O)lIIlIo;dities such as milk are produced close to markets, as 
is vegetable am greenhoose production. OJw'/calf enterprises are 
primarily deperrlent on lCM cost raDJ8 grass • . calves are prodnced to 
be shipped to be fattened at feedlots near major ~ll.atien centers. 

6. Pam Production am Agribusiness in Manitoba. 1979 

'!he p.u:pose of this sector is to summarize infonnation en the 
regional am sectoral structure of fann production am agril::lUfdness in 
Manitoba. '!he summary is taken fran the st\xly, Econanic structure of 
the Prairie Region, PFRA, 1985. '!he PFRA st\xly provides a regional 
(six regions fran Manitoba) disaggregation of the entire econany am 
sectoral disaggregation of agricultural. productien (eight agricultural. 
produciN;J sectors) instead of the one region am agricultural. sector 
of the statistics canada Intetprovincial Input-output Model. 

'!he data provide a snapshot of the interaction between fann 
production am food processin] activities in 1979 (Figure 7). '!he 
major focus of this summary is on the relative magnitudes due to the 
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Eoc:lrnnic 
Rent, E 

~----------------------~~> 
Market 
Centre 

Distarx::e fran 
Market Centre, d 

Assumptions: 1. Sin:Jle market in the middle of an agricultural area, 
2. tmifonn environment t:hroug'hrut am access to market, 3. unifonn 
lard quality. 

Variables: 

E - ecananic rent per tmit area 
p - price per mrlt production 
c - cost of production excludi.rq transportation 
d -~ to market 
y - yield per mrlt area 

Source: w.e. F'alr'd, A 'lheoretical AWroach to Ru....ral I.arrl Use 
Patterns, MacMillan, 1971, p. 59. 

Figure 6 

Linear Rent Distance F\mction 
(Price received for a prcx:luct after deducti.n1 transport costs 

declines with increasin:J distance fram the market) 
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Exports 

i Operating Inp..rts 
$727 million 

Purcha.sErl ' Farm Production 
I Manitoba 111 - $263 million $1. 4 billion 

.~ Ccmocxii' I Operator Farm t~es I 
Management, Purcl1ased by I 
Labor - $449 million Hooseholds 

" $66 million 
-operating surplus - $212 million 

Food Processin;J 
-Taxes - $ 66 million Sector 

Total 0Jtp.rt: 1 
-Subsidies - $ (66) million $1.4 billion , Exports of Processed 

PrOOucts 
- IIntx>rts (Ontario, $898 million 
Alberta, Q.,lebec, .. 
Saskatchewan) - $228 millioo· 

: 

Manitoba Hoosehold 
Consumption of 
Processed Farm 

ProdUcts 
$368 million 

-

Figure 7 

Fann Production and Agribusiness in Manitoba, 1979 
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significant ch.arrJes that have ocx::urred since 1979.2 Farm production 
of $1.4 billion resulted in $449 million in .irx::cme payments to farm 
operations iool~ wages. Exports of farm ocmoodi.ties, $727 
million, were less than the value of processed fc:x:xi products, $898 
million. Manitoba hooseho1ds provided a significant market for 
processed agricultural products, $368 million. 

'!he major proportion of (60 percent, $866 million) proc:ess~ 
of fam products is located in Wirmipeq (Figure 8). Links to other 
Wirmipeq sectors occur for operati.nJ inp.Its of $122 million, to ural 
regions primarily for fam product inp.Its of $273 million am to 
markets o.ztside Manitoba for $386 million. Processed fc:x:xi product 
elCpOrts fran Wirmipeq ($570 million) make up 63 percent of Manitaba IS 

processed product exports am the p.lrdlase of processed fc:x:xi products 
by wirmipeq hooseholds makeup 57 percent of the total Manitaba 
OOI1SUIIptian of processed fc:x:xi products. 

'!he relative prcportions of farm production, fc:x:xi proc:ess~, 
exports am imports are st.nmnarized for the Brarrlon region in Figure 9. 
Regions are summarized in Figure 10. rutp.rt: am emp1oynmrt: 
multipliers show the summation of direct iIIpacts on the given sector, 
plus the inllrect inp.tt p.1rChases from other sectors in Manitoba. '!he 
rutplt multipliers are the laxgest for the feed grain am slaughter 
process~ sectors. EIlploynw:mt multipliers are laxgest for the grain 
am cattle sectors. MJltipliers for the process~ sectors in the 
Winnipeq region will be significantly smaller in magnitooe than the 
multipliers for the total province because the provincial fc:x:xi 
processin] multipliers inclu:1e the inpacts on the farm production 
sector outside the Winnipeq region. 

For every j 00 gained or lost on fanns, another joo is gained 
or lost in other areas of the Manitoba ec:x:many. On an irxx:me basis, 
for every dollar of net inccme proollced by primary agriculture in 
Manitoba, $1.62 is generated in the overall Manitaba ec:onany (see 
Manitoba Agriculture, Eoonanic Brarrh, Manitoba Agricultural Reyiew, 
1985, 1986, p. 16). 

'!he linkages }:)eb.Ieen agriculture am other sectors are an 
inq:x:ntant factor umerlyin] major agriculture subsidies such as the $1 
billion special assistance to canadian grain producers. 

2While dollar values have c.llaD;Jed since 1979, the basic 
multipliers am structure will have c.llaD;Jed much less. Data for 1979 
are the IOC>St current available for all sectors of the economy. '1he 
Input-outp,rt tables are currently belnJ UIXiated for 1984 . 

12 



t-' 
W 

• 
Fcxxi Processinq 
Sector Purd1ases 

Opera tinq Ir1p.lts - $122 mo 

Business Income Wages - $160 m. 

Operatinq SUrplus - $83 m. 

IrrpJrts from Mani taba 
Regions - $273 m. 

IrrpJrts fran CAltside 
Manitoba - $386 m. 

Source: PFRA 

• 
Food Process.in;J Sector 
output, $866 million 

Slau;hter - $457 m. 

Prultl::y - $47 m. 

Il:W:y - $108 m. 

Fruit an:i Veg. 
Processin;J - $45 m. 

Feed Mfg. - $51 m. 

Floor/Cereal - $32 m. 

Bakeries - $25 m. 

Vegetable oil 
Mlllin;J - $31 m. 

Misc. Food - $170 m. 

Figure 8 

~iness in Winnipeg, 1979 

• 
Farm a::mm::xti. ty Exports ..... $5 million 

, 

Processe:i Fcx:xi Prcducts 
~ Exports out of Manitaba 

$570 million 

Exports of Processed 
~ Food Products to other 

Manitoba Regions 
$55 million 

Purchase of Processe:i 

L.. Food Products by 
Winnipeg Hooseholds 

$212 million 
- ----- - --
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Farm canmxlity Exp:>rts 
r-- CXrt of Manitoba. 

$112 million 

Exports to other 
'-- Manit:d:la Regions 

$76 million 

Fal:m Productien 
t---$336 millien 

r-
Exports of ProcessOO 

Products out of Manitoba. 
$71 Million 

Food Processin;J 
$114 million 

Bramcn Reqicn .Iblseb:»ld 
I- C>:t'lslnIpt.ic of. Processed 

Products $26 MUlien 

Exports of ProcessOO 
"- Products to other MmitOOa 

Regions, $2 Million 

Figure 9 

Fann Proo.uction and Agribusiness in the Brandon Region 
1979 
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