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The interregional movement of wheat from producing regions to consumers, especially in the export marketing sector of the U.S. industry is a complex system. In general, wheat flows from producers to local elevators, local elevators to regional or terminal elevators, and regional or terminal elevators to export elevators, flour mills, or feed mills. Under the traditional methods of wheat marketing, the identity of wheat is not preserved. Once in the regional and export elevators, wheat from different farms and production areas are mixed. In recent years, some producers have been able to receive a price premium for wheat that has its identity preserved. When it comes to exports, there are a variety of end uses for wheat in the importing countries, and each use requires differing wheat characteristics. These particular characteristics range from factors such as milling quality extraction, grain hardness and protein content of wheat. Moreover, tolerances for foreign material and for types and levels of pesticide residues and biotech wheat vary from country to country. 

Oklahoma is among the major wheat producing states in the U.S., accounting for over six percent of total US production in 2001. Mexico has been one of the growing markets for Oklahoma’s hard red winter wheat. The quality characteristics demanded by Mexican buyers are changing as the country becomes more technologically sophisticated in their milling and baking industries and as its consumption patterns change. Direct shipments of wheat with desired milling characteristics to Mexico is one of the marketing options currently available to some Oklahoma elevators. Although direct shipments may bring a premium price, they require better wheat quality and investments in unit-train transportation facilities and infrastructure. Farmer-owned cooperatives have been important players in the development of new unit-train load-out facilities. 

The general objective of this study is to identify the factors that impede direct shipments of non-biotech wheat with desired foreign buyer/miller characteristics. The specific objectives are: 

1. To analyze the differences in expected returns from selling wheat domestically and selling directly to Mexico in unit-train load.

2. To analyze the initial investment and annual operating cost for exportation of non-biotech wheat.

3. To calculate the return to unit-train investment, if the producer/elevator opts to invest in the train infrastructure.

Results will identify the savings in transportation costs from adopting unit-train facilities. Moreover, the changes in total revenue obtained from shipping wheat directly to Mexico using the unit-train and receiving the premium will be calculated. This study will also determine the effect on total revenue of varying discount rates, price premiums, quantities, and operating costs. 


This study has important implications for biotech versus non-biotech wheat exports. As importing countries impose strict regulations on genetically modified wheat, which can be viewed as a barrier to entry, exporters could potentially increase their markets if the identity of their non-biotech wheat is preserved via direct shipments. However, direct shipments involve decisions on investment in transportation infrastructure involving unit-train facilities.  

