 AGRIBUSINESS UPDATE


Weekly news critical to your agribusiness

December 19, 2005


Legislative NEWS

Channel Dredging.  The possibility that the federal government will cease paying for dredging shallow draft channels along the N.C. coast has lawmakers looking for ways to keep the channels passable.  The Joint Legislative Oversight Committee has received a report that offered some alternatives, including possibilities for paying for the dredging.  Two alternative options for paying for the dredging include a tax on marine fuel or a direct appropriation from the General Assembly.  

Marina Offer.  The city of Southport has offered the state $6 million for the marina there. The $6 million price is below the property’s $7 million tax value and the $16 million some private bidders were offering earlier this year.  Appraisals of the property have come in as high as $9 million and as low as $5.4 million. To pay for the purchase, the city would depend on a $4.5 million grant from the state government.  The N.C. State Ports Authority, which owns the marina, said it is reviewing the offer. The state lawmakers who represent Southport said they backed the plan and were willing to seek the grant from their colleagues in the General Assembly.  A representative of the company that leases the marina said that, if given the chance, he would beat the city’s offer. 

Energy Hearing.  Duke Energy Corp. executives told N.C. regulators that the buyout of Ohio-based rival Cinergy Corp. would create a larger, leaner company that will be able to hold down costs.  Company executives told the N.C. Utilities Commission that the deal would allow cuts in administrative costs such as management, accounting, legal and information technology services that would save about $2.1 billion in the first five years.  The commission must approve the $9 billion merger along with regulators in Indiana and Ohio.  The deal has been approved in Kentucky and South Carolina.  Duke and Cinergy have agreed to share 42 percent of their projected five-year savings – about $117.5 million – with N.C. consumers. If shared equally by all consumers, that would cut about $2.40 a month off an average residential electricity bill of about $80.  The discount would last for one year under terms of an agreement with the commission’s Public Staff, which represents consumers in utilities cases.  

Washington NEWS      

U.S. to Offer Cuts in Tariffs on Cotton.  The United States will make new offers to cut tariffs on cotton at global trade talks in Hong Kong, U.S. Trade Representative Rob Portman has said.  Before leaving for Hong Kong, Portman said that the United States must give the least-developed countries some assurances of what they get out of this round of negotiations.  West African cotton-producing nations have sought special compensation and a definite date for rich nations to eliminate their cotton subsidies.  Portman said the United States takes the West African countries’ cotton initiative very seriously, and he said the United States will be making some initiatives on market access.

POPs legislation introduced by Chambliss, Harkin.  The chairman and ranking member of the Senate Committee on Agriculture, Nutrition and Forestry have introduced legislation that would put the United States "at the table" where decisions on persistent organic pollutants or POPs are being made. The Stockholm Convention on Persistent Organic Pollutants or POPs, which went into effect in May 2004, bans or severely restricts 12 crop protection chemicals, nine of which are not available in the United States. (The latter includes organo-chlorine compounds such as DDT.)

Peru and U.S. Reach Trade Agreement.  The United States and Peru have concluded negotiations on a free trade agreement (FTA). The agreement will eliminate tariffs and other barriers to goods and services and expand trade between the United States and Peru.  U.S.-Peru trade agreement could provide an additional 28 million customers for U.S. pork and pork products. In 2004, United States exports to Peru were $2.1 billion. Agricultural exports were $301 million with leading products being wheat, cotton and coarse grains.

Border Security Legislation.  Congressman James Sensenbrenner (R-WI), chairman of the House Judiciary Committee, has introduced legislation that would increase border security and increase immigration enforcement. The legislation would require employers to verify the status of all new employees within two years of enactment, and within six years all employees would have to be checked. Currently companies can participate in a voluntary employment verification program (Basic Pilot) for new employees. Employers would be exempt from liability when using and relying on the date from the employment verification program.

Feed Rule Comments.  December 20 is the deadline for public comments on the Food and Drug Administration's proposal, "Substances Prohibited from Use in Animal Food or Feed." The proposal is to continue to minimize the risk of BSE in the U.S. The proposal can be found at http://www.fda.gov/ohrms/dockests.  It is docket No. 2002N-0273.

New Shipper Bill.  The Senate approved a bill introduced by Sen. Thad Cochran that will protect the U.S. agricultural industry and increase revenue to the Federal Treasury by tightening the standards on the collection of import duties. The New Shipper Review Amendment Act closes a loophole in U.S. law that has allowed new shippers to bypass antidumping and countervailing duties. Under current law, new shippers are given the option of posting either a cash deposit or a bond as security for the amount of duties that the Bureau of Customs and Border Protection will ultimately assess against the imports.

Council NEWS

Vegetable & Fruit Expo.  The N.C. Agribusiness Council attended the 20th Annual Southeast Vegetable and Fruit Expo in Myrtle Beach.  The event, sponsored by the N.C. Vegetable Growers Association, featured the Eastern N.C. Vegetable School Program as well as a tradeshow, where the Council had a booth. 

Crop Protection Award.  The Crop Protection Association of North Carolina recognized N.C. Agribusiness Council Executive Vice President Erica Upton Peterson with the Spirit Award for outstanding contributions in communicating the Agribusiness and Crop Protection story to Groups outside the industry. 
Ethanol Plant.  The N.C. Agribusiness Council attended the announcement of the Agri-Ethanol Products facility at Beaufort County Community College on December 15.  The facility, which will be located in Aurora, is slated to be the first 100 million-gallon ethanol plant located on the East Coast.  Agri-Ethanol Products will invest $150 million in the new plant.  The final design of the plant calls for 114 million gallons in annual production.  Employment in the plant itself will be 74 in the first phase.  The plant will consume approximately 20,000,000 bushels of grain per year for each of the two planned phases, for a total of 40,000,000 bushels.  Corn will be the initial and primary grain of choice, although milo and hulless barely are also acceptable.   
Environmental NEWS

NPPC Seeks Clean Water Interpretation.  The National Pork Producers (NPPC) have joined other agricultural organizations in asking the U.S. Supreme Court to reverse a lower court ruling concerning the Clean Water Act. In a friend-of-the-court brief regarding the case Rapanos v. United States of America and Carabell v. United States Army Corps of Engineers, NPPC is asking the court to rule that "ditches, drainage ways or wetlands with only indirect connections to navigable waters are not subject to the provisions of the Clean Water Act." The Act requires a permit to discharge anything into a navigable water. NPPC said, "If the interpretation supported by the Corps of Engineers and EPA is allowed to stand pork producers could be subject to Clean Water Act penalties if the manure they spread on their lands reaches a ditch."
Drought Advisory.  The severe drought in central North Carolina has eased, though moderate drought and abnormally dry conditions are still being seen throughout most of central and western North Carolina, according to the latest advisory issued today by the N.C. Drought Management Advisory Council.  Due to the rainfall of 6-9 inches (which is twice as much as normal) for the past 30 days in the severe drought area of the state together with cooler temperatures and less demand, there has been a modest recovery to the reservoirs in the region and have led to the removal of D2 (severe drought) from North Carolina.  Longer-term deficits and lingering water supply concerns leave D1 (moderate drought) intact in a nine counties focusing on the upper Neuse River basin that feeds water to the water supply reservoirs for Durham and Raleigh.
People NEWS

NCCBI Head.  Retired IBM executive Barry Eveland will serve as interim president of North Carolina Citizens for Business and Industry while the group continues to search for a permanent replacement for Phil Kirk.  Eveland is the immediate past chairman of the NCCBI board.  He had served as senior state executive for IBM for the past 10 years, retiring last March.  After 16 years with NCCBI, Kirk will leave the organization at the end of December. 

Commodity NEWS        
Suit Against Philip Morris Tossed.  The Illinois Supreme Court threw out a $10 billion class-action lawsuit against Altria Group Inc.'s Philip Morris USA division, ruling the maker of Marlboros and other brands did not defraud customers in its marketing of "light" cigarettes.  The court reversed the verdict and sent the case back to Madison County court with instructions to dismiss the matter.  A divided state Supreme Court ruled that the Federal Trade Commission specifically allowed companies to characterize their cigarettes as "light" and "low tar," so Philip Morris did not improperly mislead customers about the health impacts of its cigarettes.  

Soybean Oil to Cut Fat.  The Kellogg Company is set to announce that it will become the first major food maker to use a new type of soybean oil to reduce trans fats in its baked foods.  Food manufacturers, responding to the growing demand for food that does not contain trans fats, are turning to oil made from special types of soybeans.  The move comes as seed companies like Monsanto and the Hi-Bred International unit of DuPont, are planting hundreds of thousands of acres of new soybean varieties. Both are planning for new rules on Jan. 1 that will require nutritional labels to list whether foods contain trans fats.  The new soybean oils reduce the need for partial hydrogenation, so that fewer trans fats are produced during processing. 
Japan Agrees to Ease Ban.  Japan has agreed to ease its ban on imports of U.S. and Canadian beef, resolving a bitter trans-Pacific trade dispute two years after the first case of BSE was discovered in the United States.  The easing of the ban allows meat from North American cattle less than 21 months of age back into Japan’s market, which before the prohibition had been the biggest overseas market for American beef.  It was not immediately clear when U.S. beef would reappear in Japanese supermarkets and restaurants, but Secretary Mike Johanns said it could arrive within the next 10 days.   

U.S. Lifts Ban on Japanese Beef.  At the same time that Japan ended its ban on U.S. beef products, the United States reciprocated by amending Animal and Plant Health Inspection Service regulations to allow some whole boneless cuts of Japanese beef to enter the Unites States for the first time since a total ban was imposed in 2001. APHIS proposed the resumption of imports in a proposed rule published in August of this year. The rule excludes meat from animals subjected to air-injection stunning or a pithing process, in which a rod is inserted into the cranium, at slaughter, and includes provisions for the removal of specified risk materials.

Rising Oil Prices.  Oil prices climbed by almost $2 a barrel after OPEC agreed to keep its production level steady and after cold weather raised concern about rising demand for home-heating fuels.  Explosions at an oil terminal north of London added to the supply jitters, but authorities said the blasts would not lead to a shortage.  Light sweet crude for January delivery on the New York Mercantile Exchange rose $1.91 to settle at $61.30 a barrel.  Nymex heating oil futures gained more than 4 cents to close at $1.7725 a gallon, while natural gas rose 52.9 cents to settle at $14.841 per 1,000 cubic feet, about 15 cents below the record close set last week.  Gasoline futures gained 4.19 cents to settle at $1.6468 a gallon.

USDA NEWS 

USDA Announces Energy Strategy.  Secretary of Agriculture Mike Johanns announced a comprehensive energy strategy designed to help producers dealing with the impact of energy costs.  Johanns announced the formation of the USDA Energy Council, which will examine USDA programs and authorities to ensure they fit into a comprehensive energy strategy. The USDA will be looking at creating risk management tools that would help producers to manage the adverse impacts of high energy and energy-related input costs.  Also, the USDA is co-sponsoring the Energy Agriculture Forum to discuss new technology, programs and initiatives that will increase energy production from agriculture organizations. 

Mark your Calendar
Pickle Drop.  Mount Olive Pickle Company will hold the 7th annual New Year’s Eve Pickle Drop on Saturday, December 31st at the stoke of 7 p.m., which is actually midnight Greenwich Mean Time.  This year’s events will kick off Mt. Olive’s 80th anniversary in 2006. The pickle drop, held at the Corner of Cucumber & Vine in Mount Olive, is open to the public.  The festivities will start at 6 p.m. and the pickle will drop at 7 p.m. sharp. 
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