 AGRIBUSINESS UPDATE


Weekly news critical to your agribusiness

October 17, 2005


Washington NEWS      

WTO Talks.  Unable to reach an agreement in the WTO farm talks, ministers will meet in Geneva again next week in an effort to reach a global trade deal by the end of the year.  The issue of U.S. and EU farm aid has been holding up progress; the U.S. made an offer earlier this week to reduce agricultural tariffs and subsidies, which the EU has countered with an offer for deeper cuts.  However, the G-20 group of developing countries was not satisfied with the offers asking the United States to cut all trade-distorting subsidies by 75 percent. Also under the G-20 proposal, EU would cut 80 percent and Japan 75 percent.

U.S. China Textile Talks End.  The United States and China ended their talks without an agreement in place.  David Spooner, the U.S. special textile negotiator, said they had not come to an agreement that meets the needs of U.S. domestic manufacturers and retailers. This week, the United States and China have been working on a deal that would potentially block tens of billions of dollars in China clothing exports to the United States through the end of 2008. The negotiations are driven by U.S. industry concerns about a sharp increase in textile and clothing shipments from China following the end of a global quota system on January 1. 

New Food Allergen Labeling Law.  A new food labeling law, the Food Allergen Labeling and Consumer Protection Act, set to take effect January 1, 2006, requires allergens to be identified on food ingredient labels. Labels must list the presence of any amounts of eight major allergens: tree nuts, milk, eggs, fish, crustacean shellfish, peanuts, soybeans and wheat.  Most products are straightforward, but for some, these allergens may be used only in minute amounts as a flavoring for example.  Also a problem is the issue of whether to label “cross contact” when foods might contain trace amounts of an allergen because they are made on the same production line as foods containing allergens. The Food and Drug Administration will issue guidance before January.  In the meantime, some food companies are beginning to add allergen information to their new labels and some are reformulating their products rather than risk loosing consumers who may be concerned about allergens. 

Senate Ag Committee Seeks Middle Ground.  The first attempt by the U.S. Senate Committee on Agriculture, Nutrition and Forestry to meet its budget reconciliation target of $3 billion in spending cuts over five years had to be sent back to the drawing board. The plan, which involved a 2.5-percent reduction in farm program payments and cuts in spending for conservation, food stamps and agricultural research, was severely criticized by numerous conservation, charity, environmental and taxpayer watchdog groups in Washington.  
Price Reporting Law Expires.  Congress did not renew the mandatory price reporting legislation that expired on Sept. 30. There continues to be differences between the U.S. House and Senate. The U.S. House supports a five-year renewal of the law, while the U.S. Senate has passed legislation for one year. A coalition of livestock producers has called on Congress to immediately approve a multi-year reauthorization. USDA's Agricultural Marketing Service is asking packers to continue to voluntarily report pricing information while Congress continues to address this issue.

Council NEWS        

State Fair.   Last Friday the N.C. Agribusiness Council opened their booth at the 2005 N.C. State Fair to enthusiastic crowds.  Fair attendees are encouraged to test their “AG IQ” at the booth by taking an educational quiz on N.C. Agriculture.  So far, approximately 1,500 fair goers have stopped by and taken the Agribusiness Quiz. The booth, which is open between 9 a.m. and 9:45 p.m., is located in the Kerr Scott Building near the entrance.  The Fair runs through Sunday, October 23rd.   
People in the NEWS 

Named.  Deborah M. Johnson has been named the Chief Executive Officer of the N.C. Pork Council.  Johnson, currently the Marketing Officer for Cape Fear Farm Credit, has worked extensively with the pork industry. She has been a member of the NCPC Board of Directors, including serving as President in 1999, and also served on the Board of Directors of the NC Agribusiness Council.  Johnson says she is honored to have the opportunity to serve the North Carolina pork industry in this new role since the NC Pork Council has helped the state’s producers in many ways.

Commodity NEWS        
Bird Flu Outbreak.  The European Union announced that the death of 1,800 turkeys in western Turkey last week was due to the virulent H5N1 bird flu virus. This is the westernmost confirmation of H5N1 in the current outbreak. The European Union has ordered a ban on all imports of all live birds and feathers from Turkey amid new fears concerning avian influenza.  Meanwhile, experts have confirmed that some birds in Romania tested positive for an H5-type bird flu virus. The World Organization for Animal Health said the probability that the virus is H5N1 is "high," although tests to confirm the exact strain are still being completed.
Fighting Bird Flu.  In a first-of-its-kind agreement that includes donors such as the United States, Europe and the World Bank, Vietnam and the United Nations have launched a joint program to prevent bird flu during the winter, when most of Vietnam's fatalities from the disease have occurred in the past.  About $2.1 million have been secured for the six-month plan, which aims to strengthen surveillance and rapid response systems, vaccinate poultry and complete Vietnam's national emergency preparedness plan to deal with a bird flu epidemic.
Johann Presses Japanese on Beef.  Secretary of Agriculture Mike Johanns again pressed Japanese officials for a fixed date to reintroduce U.S. beef to Japan's consumer market, but was rebuffed. Johanns told the Japanese minister of agriculture, forestry and fisheries that a serious problem exists with frustrated members of Congress, who are planning a trade retaliation if the border does not reopen quickly. 
Burley Tobacco Auctions.  Auction marketing of burley tobacco has at least one more season to go. With a start tentatively set for mid-November, a loose coalition of grower and warehousing groups has moved to give farmers who don’t have or don’t want a contract with a manufacturer an opportunity to bring their leaf to the free market.  Growers in the southern burley states of Tennessee, Virginia and North Carolina will have the chance to sell at auctions located throughout the area.  Burley Stabilization Corporation of Knoxville, Tenn., the grower cooperative that serves growers in those three states, organized the auction effort. Charlie Finch, managing director of the cooperative in Knoxville says that no tobacco will be taken under consignment, and any leaf unsold at the end of the auction will have to be taken back. However, they will work with the farmer to get a buyer for all his tobacco. 
Ban on Brazilian Beef.  The ban on beef from some Brazilian states spread rapidly this week after an outbreak of foot and mouth disease was reported, with both the European Union and Argentina joining the partial boycott. The EU's ban includes all livestock, meat or byproducts from three states: Mato Grasso do Sul, Parana and Sao Paulo. It applies to all meat from cattle slaughtered after Sept. 30 and, in total, accounts for about 60 percent of Brazilian producers, according to Bloomberg News. Argentina's ban covers only Mato Grassodo Sul. The EU and Argentina join Russia, Chile, South Africa, Uruguay and Israel in banning at least some Brazilian meat. The EU's decision could affect more than $400 million worth of annual beef sales.
Heating Bills May Rise.  Heating bills will jump significantly this winter; nearly 50% for most Americans, according to the U.S. Energy Information Administration forecast. Those who heat with natural gas, more than half of American households, should expect a price rise of about 48 percent. Homes that heat with electricity should expect an increase of 5 percent.  Those who heat with oil, about 7 percent of U.S. households, will pay an average of 32 percent more.  Bills for propane will increase by 30 percent. Predictions are based on the latest forecasts of winter weather. 
Grain Storage Shortages.  Hurricanes, good yields and high transportation costs have caused a grain storage shortage of unprecedented proportions.  Some 4.4 billion bushels in all types of old-crop grain still remained in storage as of September 1, when the 2005 fall harvest began – a harvest which has surpassed drought-reduced expectations.  The predicament has been exacerbated by the hurricanes, which disrupted barge, rail and truck traffic and sent fuel prices to record heights.  
Tyson Provides Help with Fuel.  In an effort to help its 6,800 contract poultry producers deal with rising energy costs, Tyson Foods will provide them with more than $26 million in supplemental fuel payments this winter.  Tyson has provided extra energy allowances to producers in the past because of increased fuel expenses, but this season's total payment will be the largest in company history.  The money will be divided into two equal payments made on or about Nov. 1, 2005, and Feb. 1, 2006. Each broiler producer who is on Tyson's regular placement schedule as of the date of the allowance payment will receive a check. Qualified pullet producers will each receive one overall payment during the winter months.
Lower-Income Americans Eat More Beef.  Figures compiled by the USDA show that low-income consumers eat steak nearly as often as the wealthiest income bracket, and overall eat more beef than other income groups. Low-income Americans, defined as households earning 130 percent or less of the Federal poverty guidelines ($15,961 for a family of four), eat 72 pounds of beef per capita per year, about four pounds more than other groups.  Ground beef was the most consumed product by all three income groups, with lower-income consumers eating about 32 pounds each. The wealthiest Americans did eat more steak than other groups, but the difference was marginal. Low-income households were also No. 1 in consumption of processed beef, "other cuts," and "beef dishes." 

USDA NEWS
Permanent BSE Food Safety Plan.  If there are no further delays, the USDA will likely have a finished proposal to replace temporary BSE food safety by January 1, 2006. However, if more cases of BSE are detected in apparently healthy cattle, USDA scientists will have to go “back to the start” on the safety rules, further delaying a permanent plan.  Despite some speculation about whether the USDA will continue its ban on meat from downer cattle, officials have consistently maintained that the issue will not be addressed until a permanent rule is in place.
Conservation Reserve Program Payments.  Agriculture Secretary Mike Johanns says the USDA will issue $1.7 billion in Conservation Reserve Program (CRP) payments to participating producers for fiscal 2005, allowing producers to earn an average of $4,143 per farm enrolled. The Conservation Reserve Program is designed to help farmers and ranchers work cooperatively to preserve the natural resources we all depend on – soil, water and air. Producers holding 694,226 contracts on 405,792 farms will receive an average of $48.18 per acre. The number of contracts is higher than the number of farms as some producers may have multiple contracts on a single farm. CRP is the largest public-private partnership for conservation and wildlife habitat in the United States. 
Canadians Expect Older Cattle Delay.  The Canadian Cattlemen's Association warned cattle producers that its talks with the USDA regarding a revision of the rule to reopen the border to include live cattle over 30 months of age were unsuccessful, and that it likely will take until 2007 for the border to fully reopen.  Representatives of CCA and Alberta Beef Producers said they are nervous about the ongoing lawsuit by Ranchers-Cattlemen Action Legal Fund and want to make sure its rule is perfect before publishing it. 
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