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Project History
The Canad�an Beef Breeds Counc�l Purebred 
R�sk Assessment (PBRA) Project was �n�t�ated �n 
2005 under the Pr�vate Sector R�sk Management 
Partnersh�ps (PSRMP), a program of Agr�culture 
and Agr�-Food Canada and part of the Agr�cultural 
Pol�cy Framework—Bus�ness R�sk Management.

PBRA Project Outcome Statement
Based	on	perils/risks	identified,	establish	a	
base-line of related industry innovative ‘Risk 
Management’ practices, solutions and tools will be 
developed for producers to adopt, thus helping to 
secure	the	ongoing	economic	viability,	profitability	
and growth of the purebred beef cattle sector in 
Canada.

*R�sk �ncludes any aspects/�tems/�ssues that have the potent�al 
to prevent the growth, advancement or success of purebred 
beef sector

PBRA Risk Identification

Overv�ew

Th�s project �s dr�ven by the need of the CBBC to 
address �ts member-producers’ r�sk management 
needs, by help�ng member-producers and the�r 
respect�ve assoc�at�ons better understand the�r 
bus�ness env�ronments, the r�sk management 
challenges they face and the tools currently 
ava�lable to address them.

A key element �n address�ng member-producers 
needs is the identification and characterization of 

the current c�rcumstances that purebred member-
producers are fac�ng �n reference to trade, an�mal 
health, producer demograph�cs, env�ronment, 
bus�ness management pract�ses and genet�cs.

‘Risk Identification’ was seen as the first step 
collect�on of th�s �nformat�on. Th�s phase �ncluded: 
surveys of purebred producers and the commerc�al 
cattle sector, focus groups w�th d�verse �ndustry 
stakeholders, analys�s of sector commun�cat�ons, 
followed by further character�zat�on and analys�s of 
seven identified ‘key’ risk areas. 

Producers and assoc�at�on surveys were conducted 
over a 6 month per�od and r�sk �nformat�on was 
gathered through a number of methods �nclud�ng:

a telephone survey of 500 commerc�al 
producers;
a wr�tten survey c�rculated to 7,000 purebred 
producers;
a rev�ew of commun�cat�on tools and processes; 
and
15 nat�onal fac�l�tated �ndustry focus group 
sess�ons.

The focus groups �ncluded representat�ves for cow-
calf producers, feeders, auct�on markets, packers, 
genet�c�sts, veter�nar�ans, exporters, federal and 
prov�nc�al governments, �ndustry organ�zat�ons, 
purebred producers, academ�cs, exh�b�t�ons, and 
nutr�t�on�sts.

Overview	of	findings

Research �nd�cated that the purebred beef cattle 
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sector �n Canada �s a decentral�zed group of 
�nd�v�dual breed assoc�at�ons and producers 
that operate w�thout generally agreed upon 
and supported goals and object�ves. The sector 
does not have a common understand�ng of, or 
agreement on the key r�sks �t faces, the value that 
the�r product adds to the beef �ndustry as a whole, 
or the appropr�ate strateg�es that are requ�red 
to ach�eve success, or the mechan�sm to collect 
pertinent industry data other than breed specific 
�nformat�on—to demonstrate the relevance and 
value of the sector. These �ssues are created and to a 
certa�n degree compounded by the fact that there �s 
weak strateg�c commun�cat�on amongst, and a lack 
of coord�nat�on between, �ndustry players.

In particular, findings identified the following 
regard�ng the purebred beef cattle �ndustry:

Profitability and growth prospects are 
low. The 2003 BSE outbreak and cont�nued 
restr�ct�ons on export of l�vestock over 30 
months of age had profound �mpacts on the 
purebred beef industry due to the significant 
dependence on exports. In add�t�on, the 
�ncreased value of the Canad�an dollar 
compared to the US dollar w�ll reduce purebred 
trade; the significant increase in domestic feed 
�nputs and reduct�on �n commerc�al cow herds 
will reduce sector profitability. Note: BSE has 
had �mpact on all aspects of the beef �ndustry.

Lack of industry cohesiveness, coordination, 
and commercial focus. The Canad�an purebred 
beef �ndustry �s compr�sed of a large number 
of d�fferent breeds. There �s a w�de geograph�c 
d�str�but�on of producers. The bus�ness 
motivation of producers also varies from profit, 
to trad�t�on, and to l�festyle.

Structural weaknesses. The �ndustry’s 
econom�c structure �s very segregated w�th 

•
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respect to scale, s�ze, and management/
market�ng capab�l�t�es. On one end the �ndustry 
has relat�vely few, very large, soph�st�cated, 
market focused, and largely successful 
purebred operat�ons. On the other end of the 
spectrum, there are a large number of very 
small operat�ons, ma�nly part-t�me farms, w�th 
a l�m�ted number of cattle �n wh�ch the owner 
operator has another, poss�bly well-pay�ng 
profess�onal career. In the m�ddle there are a 
large number of �ntermed�ate scale operators 
that are work�ng towards becom�ng full t�me 
successful purebred l�vestock breeders. The 
producers often have to depend on off-farm 
income, have difficulty in accessing capital, 
are often older and struggl�ng w�th success�on 
plann�ng, and have �ntermed�ate management 
and market�ng sk�lls. In a sense, the �ndustry �s 
tr�-modal. Th�s �mpl�es the purebred populat�on 
�s d�v�ded �nto three almost d�st�nct but 
overlapp�ng farm groups.

Risk Management Program Gaps. Much of 
the l�vestock �ndustry, and the purebred beef 
�ndustry �n part�cular, do not qual�fy for, or 
benefit from many of the government sponsored 
ass�stance programs. Some examples �nclude 
AAFC’s Advance Payments Programs, Pr�ce 
Pool�ng, and Crop Insurance (now product�on 
�nsurance) programs. In add�t�on, other 
programs such as the Canad�an Agr�cultural 
Income Stab�l�zat�on (CAIS) program have 
not been well su�ted for the �ndustry. Other 
examples �nclude the var�ous feeder l�vestock 
guaranteed programs, wh�ch have been qu�te 
successful for beef feeder cattle �n var�ous 
prov�nces.

Production orientation. The �ndustry, w�th 
some except�ons �s based on product�on more 
than on market�ng and value added output. 
Producer or�entat�on �s w�th respect to breed 

•
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ndustry 

on 

benefit from many of the government sponsored 

brand�ng, often w�th l�m�ted l�nkages to end 
user consumer brand�ng (a major except�on to 
th�s �s the Angus breed brand�ng programs). 
Producers judge and compare themselves to 
show�ngs at sales and exh�b�t�ons, more than 
to ab�l�ty to max�m�ze product�v�ty, sales and 
profits.

General lack of a transparent and open 
market system for the sale of breeding stock. 
It �s recogn�zed that there are sales of breed�ng 
stock at a w�de number of publ�c sales across 
the country. However, the major�ty of breed�ng 
stock sales �s between �nd�v�dual producers, 
and conducted on a pr�vate treaty bas�s. At 
the same t�me there are concerns that some 
of the cons�gnment and product�on sales are 
“artificial” or impacted by breeders traditionally 
buy�ng and sell�ng from each other. There �s 
not the same level of market pr�c�ng and market 
l�qu�d�ty that �s ev�dent �n most other l�vestock 
markets �n Canada.

General level of management, particularly 
with respect to marketing and financial 
management. As �nd�cated �n the r�sk surveys, 
the �ndustry �s generally weak �n areas of 
marketing and financial management. Many 
producers do not have a bus�ness plan, or 
success�on plan. The �ndustry does not have 
access to, or use, forward r�sk management 
tools such as futures market�ng, hedg�ng, and 
forward contract�ng

Inability to capture and market the progeny 
and genetic value of the breeding stock in 
the market place. There �s an awareness of, 
but not global acceptance of us�ng tools such 
as Expected Progeny D�fferences (EPDs) to 
develop and create added value of breed�ng 
stock. It �s recogn�zed that there are l�m�tat�ons 
of such tools for creat�ng breed�ng stock value. 
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The l�m�tat�ons are from EPDs themselves, 
the ab�l�ty to keep records, and management 
capab�l�ty. Th�s underp�ns the concern w�th�n 
the �ndustry that the true value of purebred 
breed�ng stock �s not adequately recogn�zed �n 
the marketplace, and part�cularly w�th lenders.

Access to capital, both debt and equity. A 
major concern expressed �n consultat�ons �s that 
the �ndustry has suffered from a lack of access 
to cap�tal for a cons�derable t�me. Dur�ng the 
1970’s and 1980’s, �t appears that the �ndustry 
had better access to cap�tal than �t currently 
has. Th�s lack of cap�tal has �mpeded the 
ab�l�ty of the sector to renew �tself and l�m�ted 
�ntergenerat�onal transfer and new entrants. The 
lack of access to cap�tal has been the result of 
poor return on �nvestment, low l�qu�d�ty �n the 
sector and l�m�ted supply of debt �nstruments.

High capital to sales or profit ratio. The 
�ndustry has, more than almost all other 
agricultural enterprises, had a very significant 
�nvestment �n land and breed�ng stock. The 
annual gross and/or net �ncome generated 
�s modest relat�vely to th�s level of cap�tal 
�nvestment, a factor that l�m�ts the appet�te of 
trad�t�onal lenders.

Tax barriers. One major tax regulat�on 
wh�ch �mpacts on the purebred beef �ndustry 
more than most other sectors, �s the fact that 
�ndustry must follow the mandatory �nventory 
adjustment (MIA) wh�ch d�sallows the purchase 
cost of breed�ng stock to be cons�dered an 
operat�ng expense. The cost of the an�mal must 
be treated as a cap�tal asset and added to the 
balance sheet, versus the �ncome statement. 
Th�s prevents the bus�ness be�ng able to reduce 
taxable �ncome, and potent�ally pass these 
losses on to other �nvestors who may have a use 
for such expenses aga�nst the�r h�gher taxable 
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�ncome. In add�t�on, the restr�cted farm loss 
prov�s�ons under the Income Tax Act prov�des a 
barrier to firms who wish to offset these losses 
aga�nst non-farm �ncome, or transfer these 
losses to th�rd party �nd�v�duals.

High level of financial and economic risk. 
Many of these factors contr�bute to the 
percept�on and �n most cases the real�ty that the 
industry has a high level of financial risk. The 
debt to asset leverage rat�o �s h�gh, the turnover 
rat�o of sales to assets �s generally low, and the 
level of management capab�l�ty �s modest.

These factors, many of wh�ch are �nter-related and 
co-dependant, contr�bute to, and �mpose barr�ers to 
the �ndustry manag�ng �ts r�sks and �n hav�ng the 
capab�l�ty to grow and �nnovate.

The major gaps and needs as seen by most of the 
people �n the consultat�on process, and noted by 
consultants engaged �n th�s phase of the project, 
�ncluded:

The beef breeds �ndustry does not have access 
to many of the programs that are ava�lable to 
the gra�ns and o�lseed and other sectors.

The purebred �ndustry does not have access to 
the type of support currently ava�lable to cow 
calf and cattle feeders across Canada.

Industry has strong support of �ts customer base 
w�th 94% approval rat�ng

There �s recogn�zed to be two major types of 
concerns that need to be addressed w�th�n the 
�ndustry: 1) �ncome and r�sk management, and 
2) access to cap�tal.

The management capac�ty �s l�m�ted and needs  
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to be �mproved w�th respect to market�ng, 
financial and business risk management.

The capital financing system for the industry 
needs to be restructured, modern�zed, to allow 
for the �nject�on of fresh cap�tal, and to fac�l�tate 
the �ntergenerat�onal transfer of management 
and ownersh�p, and to support growth and 
modern�zat�on.

The core asset value of the �ndustry, the 
value added of the breed�ng genet�cs, and 
an�mal progeny character�st�cs, needs to 
be standardized, quality certified, branded, 
and cap�tal�zed upon �n the domest�c and 
�nternat�onal markets.

A purebred beef market based �nformat�on 
system �s lack�ng and needs to be establ�shed 
�nclus�ve of genet�cs, cost of product�on, and 
sales and pr�c�ng �nformat�on.

The �ndustry needs to develop r�sk management 
tools (forward market�ng tools, �nsurance and 
�ncome/product�on stab�l�zat�on mechan�sms) to 
underwrite the long-term financial stability of 
the �ndustry.

The �ndustry has a gap w�th respect to the 
capac�ty to ut�l�ze ex�st�ng tax laws (MIA 
prov�s�ons), and �s currently exempt from the 
ut�l�zat�on of other �nvestment tax �nstruments 
such as flow through shares, which have been 
ut�l�zed by o�l and gas, and m�n�ng explorat�on 
firms for many years.

Purebred �s generally not the pr�mary source of 
�ncome for the producers 

Ra�s�ng and market�ng of purebred genet�cs �s 
l�fe style cho�ce for major�ty of breeder

•
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Thus, the �ndustry �s not grow�ng, part�ally due 
to the carryover effects of BSE, but also due to 
the l�m�ted capac�ty to rev�tal�ze �tself, attract 
new entrants (replac�ng the near ret�rement 
generat�on), and to effect�vely brand �tself.

In the second stage 7 key r�sk areas rece�ved 
add�t�onal research, exam�nat�on and analys�s to 
determ�ne producers’ per�ls/r�sk �mpact, needs and 
benefits were:

Value Propos�t�on/Sector Relevance 
Flow of Genet�c Informat�on through the Beef 
Value Cha�n
Product Pr�c�ng and F�nanc�al Serv�ces
Framework for Purebred Sector Bus�ness Model 
and Shar�ng of Resources
Inventory and Analys�s of Producer Tra�n�ng 
Products and Serv�ces
Internat�onal Trade
Commun�cat�ons and Messag�ng of Key R�sk 
Act�v�t�es

Overview

Research findings through Work Plan 1 and 
Amendment to Work Plan 1 have h�ghl�ghted for 
CBBC the opportun�ty to collaborate w�th key 
�ndustry stakeholders to develop r�sk m�t�gat�on 
strateg�es and tools for the purebred beef cattle 
sector. CBBC �s comm�tted to work�ng w�th 
others to develop strateg�c bus�ness models and 
mult�-faceted �n�t�at�ves to strengthen the sector 
(�nclud�ng purebred producers’ bus�ness pract�ces 
and sector v�ab�l�ty) w�th ‘results focused’ act�v�t�es 
�n a var�ety of areas. Several of the r�sk m�t�gat�on 
strategy and tool development act�ons w�ll occur 
w�th CBBC’s �nvolvement and collaborat�on 
w�th pr�vate sector groups. Other efforts w�ll be 
directed toward strengthening the value and ‘fit’ 
of government programs to prov�de the max�mum 
benefit to purebred producers while helping support 
the effect�veness of these programs.

•

•
•

•
•

•
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Areas of CBBC PBRA project proposed for 
development of Risk Mitigation strategies, 
solutions and tools.

Financial Products and Services 
As a major issue identified by industry 
representatives was access to capital—firstly equity 
cap�tal, and to a lesser extent debt cap�tal. The 
�ndustry has for many years faced an �ssue of be�ng 
unable to adequately attract �nvestment. Th�s has 
had direct consequences with respect to insufficient 
cap�tal for growth, and to �ntergenerat�onal transfer 
or other transfer of ownersh�p.

The CBBC’s object�ve w�th�n th�s area of r�sk 
m�t�gat�on was to lead collaborat�ve (publ�c/pr�vate) 
development—including consulting with financial 
�nst�tut�ons and/or government pol�cy dec�s�on 
makers, on new products and serv�ces to ass�st 
current and new and future purebred producers to 
access to sources of cap�tal and sector �nvestment 
�nstruments, tools and products. New and rev�sed 
�nvestment products, new loan opt�ons or a portfol�o 
of loans may be developed w�th the �nput of 
purebred producers and des�gned to better meet 
the�r needs and m�t�gate bus�ness r�sks. 

Potent�al product offer�ngs to be developed �nclude:
Grow�ng the bus�ness loan
Trans�t�on loans for breeders w�sh�ng to 
d�sperse the�r purebred herd
Herd-bu�lder loans
Start up loans:
Purebred Industry Equ�ty Investment Funds

Insurance Products and Services 

CBBC’s object�ve w�th�n th�s area of r�sk m�t�gat�on 
�s to lead collaborat�ve explorat�on and potent�al:

Potent�ally full mortal�ty coverage w�th an�mal 
reg�strat�on
Producer and assoc�at�on l�ab�l�ty coverage to 

◦
◦

◦
◦
◦

◦

◦



16

�nclude off farm coverage at sales and shows
Directors & Officers coverage for the executive 
and board members of the var�ous breed 
assoc�at�ons
Errors & Om�ss�on Insurance for breed 
assoc�at�ons and producers
Bundl�ng of farm property �nsurance w�th other 
per�ls coverage for the purebred �ndustry
Bus�ness �nterrupt�on �nsurance
Off-farm transportat�on �nsurance

Cost of Production

CBBC’s object�ve here �s to des�gn a comprehens�ve 
product�on tool for purebred producers to analyze 
product�on and market�ng costs, cost management 
and control, and benchmark�ng w�th�n the sector.

Product Pricing 

Through consultat�ons w�th the major beef breeds 
assoc�at�ons and �ndustry, des�gn and �mplement a 
confidential system and database by which price, 
sales, product�on costs, performance and other 
�nformat�on �s establ�shed for use by the �ndustry, 
the financial community and others.

Efforts w�ll �nclude the evaluat�on of poss�ble 
market pr�ce d�scovery, pr�c�ng mechan�sms, and 
valuat�on models to dr�ve the development of a 
model to benchmark the value of the �ndustry for 
purposes of r�sk management and fac�l�tat�ng access 
to financing.

Flow of Information through the Beef Value 
Chain 

Produc�ng the best cattle and the best beef �s 
�mpeded by lack �nformat�on and/or access to 
�t throughout the beef value cha�n. G�ven th�s, 
the project �s comm�tted to lead�ng collaborat�ve 
efforts that will enhance the flow and utilization of 

◦

◦

◦

◦
◦

financial and genetic information including data 
regard�ng performance, maternal, econom�c, and 
carcass tra�ts; DNA markers; cost of product�on 
and purebred sales. The �nterest �n Flow of Genet�c 
Informat�on has dramat�cally �ncreased recently 
w�th the �ntroduct�on and �nterest �n DNA tra�t 
markers.

The CBBC �s not cons�der�ng or recommend�ng 
the establ�shment of a new data collect�on 
ent�ty. Instead, through the strengthen�ng of 
relat�onsh�ps—ex�st�ng collect�on groups and 
�ndustry stakeholders be supported and encouraged 
by CBBC to enhance data collect�on and data access 
w�th partnersh�ps that support better ut�l�zat�on of 
data. Gaps �n data ava�lab�l�ty and access do ex�st 
and CBBC’s role �s best ut�l�zed �n support�ng and 
encourag�ng the enhancement and expans�on of data 
collect�on by appropr�ate groups, and by support�ng 
more effect�ve shar�ng and use of data throughout 
the beef value cha�n. These relat�onsh�ps also 
enhance sector value and relevance.

Strateg�c commun�cat�ons w�ll cont�nue to play 
a key role �n the effect�ve d�ssem�nat�on of 
�nformat�on and strengthen sector percept�on by �ts 
customer base �nclud�ng the consumers. Breed beef 
branded programs are effect�ve way of bu�ld�ng 
strong customer loyalty amongst consumers. 
The second phase of the project has been very 
effect�ve �n gett�ng the sector to dr�ll down to the 
key basel�ne needs and focus on these �n the near 
term go�ng forward.

The research, explorat�on and collaborat�ve 
d�scuss�ons led by CBBC �n the PBRA project have 
prov�ded CBBC’s board and the�r breed assoc�at�on 
membership with significant insight into perils/
r�sks �n the purebred beef cattle sector. Each of 
the stages of the project have helped formulate a 
clearer v�s�on of how the sector can collaborat�vely 
and �n partnersh�p w�th the beef �ndustry enable the 
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development and promot�on, and future ut�l�zat�on, 
of effect�ve, mean�ngful bus�ness r�sk m�t�gat�on 
strateg�es and tools.

The Canadian Beef Breeds Council has identified 
‘financial business risk’ and ‘flow and access 
to �nformat�on’ as fundamental and pr�or�ty key 
operat�onal r�sk needs, �n the near term, to ass�st 
w�th better management dec�s�ons and ra�se the 
econom�c bar for the Canad�an beef �ndustry. Th�s 
phase of the project w�ll develop the necessary 
tools and solut�ons to help producers address 
these identified risks. The risk of limited purebred 
cow-calf and feedlot focus w�ll also be resolved 
as producers w�ll be �ncorporat�ng operat�onal 
management program data that was sourced from 
the commerc�al sector �nclud�ng the packers. 
Includ�ng value cha�n �nformat�on w�ll greatly 
enhance the market value of purebred genet�cs and 
enhance producers’ return on �nvestment. Th�s w�ll 
truly prov�de a w�n-w�n opportun�ty for the beef 
�ndustry �n Canada and part�cularly as �t prov�des 
beef producers w�th a compet�t�ve advantage both 
domest�cally and �nternat�onally.

The overr�d�ng goal of the project �s to, through 
the adopt�on of these tools by purebred beef 
producers: enhance the long term econom�c 
viability, profitability, and growth of the Canadian 
purebred beef sector. By �ncorporat�ng �mproved 
access to cap�tal and �ndustry �nformat�on, and 
better understand�ng of bus�ness r�sk m�t�gat�on 
pract�ces th�s �nsures the �ncreased susta�nab�l�ty 
of th�s valued sector and the value added genet�cs 
they prov�de for domest�c and �nternat�onal beef 
producers. 

Developing business risk solutions and tools:
Th�s next phase wh�ch �s just underway on the 
extens�ve and broad �nformat�on, knowledge and 
per�ls/r�sks gathered �n the earl�er research and 
analys�s. The pr�mary object�ve go�ng forward �s to 

develop and prov�de producer user fr�endly tools to 
address these key financial risk areas.

Ant�c�pated solut�ons �nclude greater access to 
cap�tal, develop�ng and �mplement�ng a nat�onal 
data bank collect�on mechan�sm, and data repos�tory 
that w�ll prov�de management �nformat�on that 
can support the econom�c v�ab�l�ty of purebred 
beef producers. Th�s �nformat�on w�ll be ava�lable 
to producers to �dent�fy super�or econom�c tra�ts 
thereby a�d�ng product�on and bus�ness dec�s�ons 
that reduce producers’ r�sk and supports �ncreased 
farm level profitability as well as sector/industry-
w�de growth, relevance, and v�ab�l�ty.

Elements of the data collection/flow will include, 
but w�ll not be l�m�ted to ped�gree, performance 
tra�ts, product�on and an�mal health records, 
pred�spos�t�on to d�sease, carcass tra�ts, DNA/
genom�c tra�ts, sale/pr�ce �nformat�on (both pr�vate 
treaty and public), animal identification, etc.

Th�s data collect�on system w�ll also support 
the establ�shment of a parallel system model for 
product pr�c�ng analys�s and a nat�onal sell�ng pr�ce 
report�ng to establ�sh transparent market value 
and market val�dat�on. Th�s �ntegrated system w�ll 
prov�de storage and access to h�stor�cal purebred 
an�mal health, operat�onal, stat�st�cal data necessary 
for develop�ng coverage and prem�ums for sector 
specific insurance products. Data analysis/data 
�nterpretat�on w�ll be conducted, w�th�n �ndustry 
gu�del�nes, by members, producers and other 
stakeholders.




