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Agricultural investment demand
the agricultural sector remains attractive for 

both owners and investors alike. With companies 

seeking more stable investments during times of 

economic uncertainty, agriculture and farming is 

a very appealing option, particularly highly pro-

ductive lands. there was an immediate impact 

on grain pricing as early as 2008, something that 

has continued to the present day. the escalating 

price of food, especially food staples like grain 

products, has continued to climb in recent years, 

meaning larger profits for many farmers, notably 

grain operations in canada.

“With the demographic shift of the baby 

boomers, there is more awareness of the value of 

food, from an abundance and scarcity perspec-

tive, and from a quality perspective,” terry Betker, 

President of Backswath Management, comment-

ed. “the surge in grain prices began at the start 

of the recession. People in some countries that 

never had to worry about the supply of food didn’t 

have it now, so they stockpiled rice and wheat.”

Additionally, in countries like china, a major 

agricultural producer, this shift has seen more 

and more families moving into middle class sta-

tus. Statistics show that more chinese will shift 

terry Betker, President of Backswath Management inc.
Photo by Sandra Vincent
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to middle class than the total number of people 

living in the united States. 

“One of the ways middle class in China defines 

themselves is by what they eat,” Betker said. “300 

million people eating more protein-based food 

causes a global shift in demand/supply relation-

ships within primary agriculture. this presents 

potential opportunities for canadian farmers.”

Domestic realities
it was not long ago when farmers were expected 

to be able to ‘do everything’ on their farm. A 

farmer’s broad skill set and abilities were directly 

connected to a strong sense of independence. 

today, things are changing and while the foun-

dation of multiple management skills sets still 

exists, it is far less common. there is a truism 

in business that applies to farming; a business 

typically outgrows its management. With farms 

becoming increasingly larger and more complex, 

the prevailing wisdom is that business-focused 

farmers cannot be all things to all aspects of 

managing their business.

A challenge for management lies in the 

subtleness of growth. A farmer should not try to 

manage a 10,000 acre farm or 500 cow dairy 

the same way they managed a 1,000 acre farm 

or 50 cow dairy. Betker said, “there is no light 

switch that says when a farmer moves from 
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Agrium	 TSX	 67.61	 70.04
BASF	 OTC	 66.98	 72.03
Bayer	Ag	 OTC	 58.28	 63.35
Dow	Chemical	 NY			 26.36	 27.1
Dupont	 NY	 43.98	 45.04
BioSyent	Inc.	 TSXV	 0.48	 0.45
Monsanto	 NY	 68.14	 71.23
Mosaic	 NY	 48.12	 50.51
PotashCorp	 TSX	 40.58	 41.57
Syngenta	 ADR	 55.09	 57.00

FARM EQUIPMENT MFG.

FOOD PROCESSORS

PRAIRIE PORTFOLIO

TRANSPORTATION 

FARM INPUT SUPPLIERS

AG STOCKS FOR DEC. 12 - 15

GRAIN TRADERS

Toronto	Stock	Exchange	is	TSX.	Canadian	Venture	Exchange	
is	TSX	Venture	or	TSXV.	NAS:	Nasdaq	Stock	Exchange.	NY:	
New	York	Stock	Exchange.	ADR:	New	York/American	Deposi-
tory	Receipt.	OTC:	Over	the	counter.List	courtesy	of	Ian	Morrison,	investment	advisor	with	

CIBC	Wood	Gundy	in	Calgary,	a	division	of	CIBC	World	
Markets	Inc.	Member	of	CIPF	and	IIROC.	Listed	stock	
prices	come	from	Thompson	Reuters	and	OTC	prices	
from	Union	Securities	Ltd.	Sources	are	believed	to	be	
reliable,	but	accuracy	cannot	be	guaranteed.	Morrison	
can	be	reached	at	800-332-1407.
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ADM	 NY			 27.70	 29.12
Alliance	Grain	 TSX	 19.35	 20
Bunge	Ltd.	 NY	 56.61	 61.79
ConAgra	Foods	 NY			 25.45	 25.7
Legumex	Walker	 TSX	 5.70	 6.23
Viterra	Inc.	 TSX	 10.54	 10.22
W.I.T.	 OTC	 13.33	 13.33

Assiniboia	FLP	 OTC	 40.12	 40.12
Ceapro	Inc.	 TSXV	 0.11	 0.115
Cervus	Equip.	 TSX	 14.48	 15.00
Millstreet	 TSXV	 0.125	 0.125
Ridley	Canada	 TSX	 8.40	 8.40
Rocky	Mtn	D’ship	TSX	 8.54	 8.90

AGCO	Corp.	 NY			 40.31	 45.12
Buhler	Ind.	 TSX	 5.25	 5.25
Caterpillar	Inc.	 NY			 87.20	 95.97
CNH	Global	 NY			 35.34	 40.55
Deere	and	Co.	 NY			 73.65	 78.34
Vicwest	Fund	 TSX	 8.45	 8.41

BioExx	 TSX	 0.205	 0.24
Hormel	Foods	 NY			 28.59	 29.58
Maple	Leaf	 TSX	 10.49	 10.61
Premium	Brands	 TSX	 16.78	 16.15
Smithfield	 NY	 24.12	 24.47
Sun-Rype	 TSX	 5.93	 6.25
Tyson	Foods	 NY	 20.37	 20.53

CN	Rail	 TSX	 76.00	 78.97
CPR	 TSX	 64.03	 64.75

Inflation	dipped	and	the	job	outlook	improved	
slightly	in	the	U.S.	but	worries	about	downgrades	on	European	government	debt	

depressed	the	market.	The	TSX	composite	fell	
3.3	percent,	the	Dow	fell	2.7	percent,	the	S&P	
500	lost	2.9	percent	and	the	Nasdaq	fell	3.5	
percent.
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BY SEAN PRATTSASKATOON NEWSROOM

CHICAGO — Pundits say the Unit-
ed States is experiencing another 
farmland bubble, but two agricul-
tural economists say if it bursts, it 
won’t be anything like the one in the 
1980s.

Average Iowa farmland values are 
estimated at $6,708 per acre this year, 
according to a survey conducted by 
Iowa State University. It’s an increase 
of 32.5 percent from 2010. It is also the highest percentage 

increase recorded by the survey and 
the highest inflation-adjusted average 
land value since 1979, which was at the 
tail end of a 10-year run-up in farmland 
prices preceding the crash of 1981.“This rate of increase has led to 

concerns that farmland may be the 
next speculative bubble. Some peo-
ple feel farmers are setting them-
selves up for a fall similar to the 
1980s,” said Mike Duffy, the econo-
mist who conducted the survey.But two Kansas State University 

agricultural economists recently told 
DTN’s Ag Summit that they don’t 
share those concerns.“We can’t say that something can’t 

go wrong, but it’s not going to look 
like the 1980s. There are too many 
things that are different,” said Terry 
Kastens, professor emeritus of agri-
cultural economics at KSU.The inflation rate in the 2000s was 

one-third of what it was in the 1970s, 
interest rates are much lower and 
returns on farmland are one-half.Kevin Dhuyvetter, extension agri-

cultural economist at KSU, said 
today’s farmers are not as debt-laden 
as they were in the 1970s, many have 
locked in interest rates and there is 
growing world demand for the prod-
ucts they produce.Strong demand from the ethanol sec-

tor and international customers has 
pushed Iowa corn prices to $6 per 
bushel, which is triple what they were in 
2005. Soybean prices have risen to 
$11.40 from $5.54 over the same period.

Farmers are leery about expanding 
their operations when land values 
are at historic highs, despite the 
strong fundamentals for agricultural 
commodities.They need some way to predict 

where farmland prices are heading.
Kastens said there is a 95 percent 

correlation between farmland values 
and corn revenue, but predicting 
where corn prices are going is no 
easier than guessing the trajectory of 
land values.

Dhuyvetter said the ratio of rent-to-
land value used to be the best predic-
tor of what was to come. When the 
ratio fell below six percent, it was a 
good indicator that land was over-
priced and could be on the way down.

For instance, land prices crashed 
when the ratio dropped below five 
percent in Iowa in the early 1980s. The ratio bounced back to 10 per-

cent as prices plummeted.However, the ratio hasn’t been as 

reliable of late. It has been below six 
percent since the early 2000s and is 
now below four percent, yet land 
prices continue to rise.Farmland has been a good invest-

ment, generating an average return 

of 11.52 percent in the 39 agricultural 
states during the period between 
1951 and 2010. That compares to an 
11.81 percent annual return in the 
stock market over that same time 
frame.

The comforting thing about invest-
ing in farmland is that the price vola-
tility has been minimal compared to 
the stock market.However, farmers have legitimate 

concerns about being caught on the 
wrong side of the market. Dhuyvetter 
said they can minimize those con-
cerns by not using much debt to 
finance the purchase and by not 
overpaying for the land.Kastens said paying too much for 

land is a worse sin than over-leverag-
ing the purchase, but farmers have a 
track record of doing just that. They 
get caught up in the emotion of bid-
ding, overvalue certain aspects such 
as proximity or become tired of 
missed opportunities or of looking 
for too long.

Kastens and Dhuyvetter have 
developed a complicated spread-
sheet to help farmers decide what 
they should pay for land so they can 
make decisions based on numbers 
rather than emotions and minimize 
the impact of a price crash when it 
happens.

But it might not be for a while yet.“We’re probably near the top, but 
no crash is on the horizon,” said Kas-
tens.

ECONOMY  |  FARMLAND VALUES

When will farmland bubble burst? 
Less severe than in 1980s  |  Two U.S. economists don’t expect land values to crash anytime soon

TERRY KASTENSKSU

CHICAGO, Ill. (Reuters) — Distrib-
uting biotech seeds to American 
farmers before they are approved in 
major grain export markets is not 
good for U.S. agriculture, an execu-
tive with Cargill Inc. said.“We do not support the commercial-

ization of (genetically modified) traits 
ahead of major market approvals,” 
Randal Giroux, vice-president of food 
safety for Cargill, told members of the 
National Grain and Feed Association.

“We have to recognize that when 
those major markets have not approved 

it, the threshold is zero,” he said.“We have to make sure that we are 
seen as a credible and consistent 
supplier of agricultural products.”Early commercialization of biotech 

seeds, when acceptance of the grain 
has not been cleared in markets like 

the European Union, for example, 
has been hotly debated recently 
when the three top U.S. grain han-
dlers, Cargill, Archer Daniels Mid-
land and Bunge, said they were either 
restricting or not accepting a biotech 
corn variety not approved in major 

export markets, like the EU or China.
The discussions centered on Agri-

sure Viptera, a biotech corn variety 
developed for its resistance to insects 
by Syngenta that was planted in the 
U. S.  t h i s  s p r i n g  b e f o re  i t  w a s 
approved in major export markets.

GMO  |  DISTRIBUTION

Cargill	warns	against	premature	marketing	of	genetically	modified	seeds

KEVIN DHUYVETTERKSU

MICHELLE	HOULDEN	ILLUSTRATION

BY BARRY WILSON

OTTAWA BUREAU

The Pest Management Regulatory 

Agency faces sharp budget and staff 

reductions as part of Ottawa’s drive 

to cut $5.2 billion out of federal 

spending.
The PMRA, housed within Health 

Canada, will lose $6 million annually 

and 54 position over the next two 

years. The 12 percent cut is larger 

than most government agencies.

The cuts include PMRA scientists 

but will mainly lead to more stream-

lining of the pesticide registration 

process, said Steve Backhouse, com-

munications director for health min-

ister Leona Aglukkaq.

“What we’re doing with PMRA is 

we’re going to be streamlining some 

of the administration that exists so 

when people want to get a pesticide 

approved, instead of needing to start 

a Health Canada assessment from 

scratch, we are going to be relying 

more on existing evaluations or 

safety assessments that have been 

done,” he said.

That could include accepting the 

assessments of new pesticides done 

in the United States, the European 

Union or jurisdictions “that have 

comparable standards to Canada,” 

he added.
“It’s about getting decisions more 

quickly to ultimately serve farmers 

better.”

SERVING WESTERN CANADIAN FARM FAMILIES SINCE 1923   |   W W W . P R O D U C E R . C O M
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SEE PMRA BUDGET CUTS, PAGE 2 »

Return undeliverable Canadian addresses to: 

Box 2500,  

Saskatoon, SK.  S7K 2C4
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Genetic marker found for hog virus  | P71

Dallas Hoffman leaps from one grain car to the next while being securely tethered with a safety line, to open the hatches for grain to be loaded at the Cargill facility at Blackie, Alta.,  

April 13. Fifty-six Vancouver-bound grain cars were filled with spring wheat and later shipped.  |  MIKE STURK PHOTO

HOPPING FROM ONE CAR TO ANOTHER

FEDERAL BUDGET  |  PEST MANAGEMENT REGULATORY AGENCY

PMRA faces sharp budget cuts
A 12 percent cut  |  Government says pesticide registrations will be streamlined for faster decisions

Terry Betker of Backswath Management 
provides leading edge farm business manage-
ment advice that readers of The Western Producer 
have come to expect.

He’s part of our line up of respected guest col-
umnists providing specialized advice on busi-
ness planning, succession, taxes and accounting.

They complement our award-winning staff, 
including Markets editor 
D’Arce McMillan and 
analyst Ed White. 
Together, they create an 
unbeatable package, in the 
paper and online, of agri-
cultural news, markets, 
production and farm liv-
ing, all illustrated by daz-
zling photography and 
informative graphics.
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AGFINANCE

Bill Gates’ well-known com-ments about the state of busi-ness has direct application to primary agriculture. We all know that change in farming isn’t new.  There is an axiom that states that a business, including farms, will typi-cally outgrow its management. Growth can mean more acres or animals but also more complexity in terms of the number of  people involved in ownership and manage-ment, generational transition and the diversity of the business enter-prise mix.
Managerial development, and change, are required. Even if your farm has been relatively stable, busi-ness management must advance to maintain the status quo. Failing to do so runs the risk of slipping behind other farms in similar situations.I’ve come to understand that there are some things that are really chal-lenging for farmers to do. I talk to farmers who have identified the need to make changes in how their farms are being managed. They have come up with ideas on what the changes might look like but will often express their frustration over the difficulty in their implementa-tion.

 There are a few reasons why I think this happens. One is procrastination. There generally isn’t any real urgency to the adjustments, but pretty soon a month or two slips by with no action and soon a new pro-duction season is looming. And that’s the second reason. The production season for farmers is critical, justifiably filled with urgency and stress.

In these situations, human nature causes people to revert to what’s worked in the past. When the pro-duction season ends, it’s back to the drawing board when it comes to making adjustments to those man-agement plans.
There needs to be a plan, but the lack of a plan is a significant stum-bling block to change. How simple or complex the plan is becomes a factor. 

You can apply the SMART principle to determine the appropriateness of a plan that’s designed to change how a business is managed:•	 S	stands for specific. For example, deciding to have monthly manage-ment meetings. 

•	M stands for measurable. You can measure if the monthly meetings are happening. 
•	 A stands for attainable. Having monthly management meetings is attainable. 
•	 R is for realistic. Is it realistic to have monthly management meetings? Perhaps not in May or September and if so, then adjust the specific function to monthly meetings except for May and September. •	 T relates to the time factor. We are going to start having monthly meetings next month.   Another stumbling block to chang-ing management practices is related to the ownership and management structure of the farm business. 

Management and ownership are almost always one and the same, so if the person who is responsible for making the changes in management isn’t getting the job done, who do they report to? Themselves? The lack of accountability can be a major issue and at the same time, one of the easi-est to fix. 
First, a plan is needed. Given that a plan exists, if you can make account-ability work internally within the ownership and management group, that’s likely the preferred scenario. However, this isn’t a realistic option for most farm families. External accountability can be effective. Engage someone who you trust and feel comfortable in talking 

to about your business. The accountability factor lies in your commitment to do what you said you were going to do, when you said you would do it, and having to explain to the person why you didn’t get it done and what you’re going to do about it.  

“Change is unavoidable. How you deal with it is what’s important. If you do not change direction, you may end up where you are heading.” — Lao Tzu

BUSINESS MANAGEMENT  |  CHANGE

Changing with the times comes with challenges

Terry Betker is a farm management consultant based in Winnipeg, Manitoba.  He can be reached at 204.782.8200 or terry.betker@backswath.com.

PERSPECTIVES  ON MANAGEMENT

TERRY BETKER

 “This is a fantastic time to be entering (or be in) the business world, because business is going to change more in the next 10 years than it has in the last 50. We always overestimate the change that will occur in the next two years and underestimate the change that will occur in the next 10. Don’t let yourself be lulled into inaction.”                 — Bill Gates

“We can’t collect. It says right here that ‘this policy is void if one kicks the stalled tractor.’ ”

TERRY BETKER
PERSPECTIVES ON MANAGEMENT

Our  
business 
is farm 
business.

D’ARCE McMILLAN
MARKETWATCH

ED WHITE
HEDGE ROW

1-800-667-6929  •  www.producer.com

Canada’s 
largest weekly 
agricultural 
newspaper
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4,999 to 5,000 acres, they must do this or that. 

the requirement to introduce new management 

practices is more specific to the individual than 

it is to increasing acreage. ideally, management 

upgrades should be aligned with the demands 

associated with growth.”

There is no one correct approach for filling 

the different resources required to augment a 

farmer’s management skills. Some resources 

will already be in place, while others may not be 

being used effectively. the relationships with 

resources typically vary from casual, one-off in-

teractions to regular and periodic. Management 

advisors can help with identifying and selecting 

appropriate resources.

Betker and Backswath Management inc. has 

provided management resources to farmers for 

more than 25 years, recognized as a visionary 

and leading-edge contributor to farm manage-

ment. Betker has advanced an interest and pas-

sion in providing consulting expertise to farmers. 

through its innovative farm management con-

sulting service, Backswath focuses on:

• helping farms manage growth

• business continuity planning by assisting 

farms through intergenerational transition 

and succession

• peer-to-peer network development

Backswath operates primarily in canada and 

has exposure internationally, including the united 

States, Mexico, New Zealand and chile.

Service delivery model
Backswath’s service delivery is based on a 

unique management model. containing a 

practical managerial self-assessment tool, the 

service delivery model is based on the applica-

tion of Balanced Scorecarding that defines the 

management practices of a farm. the assess-

ment is then referenced against a database of 

the best practices of leading farmers who have 

completed the assessment.

ACCOUNTING          CONSULTING          TAX MNP.ca

Thinking Forward:
Taking your business to the level 
above the next level.

Whether you are a producer, processor or investor in the agriculture
industry, MNP understands the challenges you face.

For more than 65 years, MNP has invested more time and
resources into understanding agriculture than any other chartered
accountancy and business consulting firm. With more
than 500 professionals involved with Ag, our team is committed to 
helping you achieve your business and personal goals .

Move your business forward. Contact Bruce Tait, Senior Vice
President, Agriculture at 1.800.661.8097 or bruce.tait@mnp.ca.
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The model includes a unique financial soft-

ware application that forecasts a farm’s future 

financial performance. The application averages 

historic income statements and applies the data 

to the current year balance sheet, forecasting 

the balance sheet five years hence. It compares 

a farmer’s financial performance against their 

individual historic trendlines, against their fore-

casted performance, against industry standards 

and against a peer network of farmers who 

participate in the model. the forecast becomes 

the farm’s baseline financial performance from 

which different scenarios are tested to determine 

how performance can be optimized. 

licensed consultants (Backswath consultant 

Associates) work in a franchise-type relation-

ship with Backswath, using tools and resources 

that provide the same services as the parent 

company. the model provides services online, as 

farmers can access resources and information in 

an electronic relationship, supporting in-person 

meetings that typically occur at the farm.

Backswath assists farmers in aligning and man-

aging three key relationships in their businesses:

• identifying the vision for their farm and family

• establishing financial targets and invest-

ment guidelines

• creating the management structure (gov-

ernance) to support the business

Backswath services 

BusIness contInuIty

Virtually everyone who is involved in agricul-

ture is aware of the challenges farms and farm 

families can encounter when contemplating 

succession. the traditional approach to suc-

cession planning takes the family situation, 

integrates it with tax and legal considerations, 

to develop the plan. in contrast, Backswath 

Management takes a business-first approach 

and tactically integrates family communication, 

strategic direction and management transition 

with tax and legal strategy development. the 
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underlying principle is that a successful busi-

ness is easier to transition.

Backswath Management uses a step-by-step 

approach with options tailored to meet the spe-

cific needs of the farm family. The farm family, 

in discussion with a Backswath consultant As-

sociate, determines when their plan needs to be 

completed and ready for implementation. Once 

determined, a step-by-step schedule is estab-

lished that ‘works back’ from the plan completion 

date to the commencement date. 

the Backswath approach includes three phas-

es: readiness assessment, plan development, and 

implementation. it focuses on the process rather 

than completed technical documents.

Structured and active communication, facili-

tated by a Backswath consultant Associate, is 

designed to ensure that all stakeholders have an 

opportunity for input and remain informed.

growth ManageMent

Farms are increasingly large and complex. the key 

to a successful operation does not lie in any one 

area of farm management. Operational efficiency 

and sound marketing is important to success of 

the farm. Attention to, and prudence in, financial 

management is also important. Sustained suc-

cess is measured by the ability to keep these and 

other management functions in relative balance 

as the business grows, and becomes increasingly 

complex or perhaps transitions inter-generationally.

to support this, Backswath consultant As-

sociates work with farm families and farm busi-

ness stakeholders to align personal, family, and 

business goals and strategic direction within 

a framework of established financial targets, 

defined investment guidelines and balanced 

management functions.

Backswath Management provides ongoing 

assistance with implementation, evaluation, 

and adjustments.

Peer-to-Peer networks

Farmers are eligible to participate in a Backswath 

Aggregate Network for purposes of performance 

Photo by Sandra Vincent
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benchmarking (financial and managerial), given 

a Backswath formalized growth Management or 

Business continuity engagement exists. 

Participants are then subsequently placed 

into Peer-to-Peer Networks for purposes of col-

laborating on management and business issues. 

the Peer-to-Peer Networks, consisting of up to 20 

members, will be carefully formed, considering 

geographic location, age, and sector. 

Aggregate and Peer-to-Peer Networks partici-

pants must continue with annual, ongoing Back-

swath growth Managed engagements to main-

tain membership. this will ensure the Aggregate 

Network and Peer-to-Peer Networks maintain a 

standard managerial and financial application 

and represent a homogenous group of peers.

Realizing farm growth
“For today’s farmers, managing growth is signifi-

cant,” Betker explained. “What comes with growth 

is the inherent drive to achieve economies of 

scale both from a human resource and capital in-

vestment perspective. In the last four or five years, 

agriculture is a good place to be. [Farmers] see it 

as opportunity and they are growing.”

Moving forward, the challenge that contin-

ues for Betker is helping farmers understand the 

benefits farm management consultancy brings 

to their businesses and how it can be used as an 

effective resource. But, after so many farmers 

have experienced the successes of management 

consulting, there does appear to be more of a 

readiness to embrace this unique concept.  cB  

www.Backswath.coM

Terry Betker is the Canadian representative to 

the International Farm Management Association 

(IFMA). Canada will host an IFMA Congress in 

2015.The IFMA is a society involved in global 

agricultural processes with an interest in build-

ing farm business management understanding 

and practices.



as seen In the June 2012 Issue 
oF the canaDIan BusIness Journal


