DRAFT MINUTES
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2008 NCBA Summer Conference
Sheraton Hotel, Denver, Colorado
July 18, 2008

Dave Hamilton, Chairman

Bob McCan, Vice Chairman

The Joint International Markets Committee was called to order by Chairman Dave Hamilton at 12:07pm.  The Chairman introduced the committee leadership and staff and requested approval of the minutes from the meeting in Reno.  Chairman Hamilton noted changes to the agenda – that Dr. Chuck Lambert would replace Ellen Terpstra and that after the break Vice Chairman Bob McCan would give a brief presentation about the live cattle trade with Mexico.  The Chairman requested approval of the agenda as amended.  Jim Almond moved and Robert Fountain seconded.  Motion carried.

In his opening remarks, the Chairman remarked to members the importance this committee has to increase sales and bring profits to the industry.  He noted that the committee has the responsibilities for establishing trade policy and market development priorities and taking action on those issues as well.

Brett Stuart from Cattle-Fax briefed the JIMC on the major trends taking place globally and domestically.  Topics covered by Brett were: net beef trade, consumer spending, foreign currency appreciation, declining U.S. beef imports, dynamics of the export marketplace and competitiveness of U.S. beef exports.  The main points of the information provided were that global demand is outstripping supply which is leading to price hikes; U.S. beef exports are primarily constrained by access now that the weak dollar has made prices more competitive; but declining producer profitability has led to herd contraction, which is limiting the U.S. industry’s capacity to capitalize on its unprecedented level of competitiveness and very strong demand conditions in the global market.
The committee then heard from Dr. Chuck Lambert, Deputy Undersecretary for Marketing and Regulatory Programs at USDA, who summarized the status of market access conditions in all of the major markets that remain partially closed to U.S. beef.  He also noted that the U.S. government is actively engaged with its counterparts in many of these countries to reassert the position that these countries have an obligation to fully restore access for U.S. beef on the basis of the “controlled risk” status granted to the U.S. by the International Animal Health Organization (the OIE) last May.  To date none of these countries has indicated that it is prepared to move expeditiously to a full opening for U.S. beef or to follow the example of Korea in agreeing to accept commitments from the U.S. industry to limit exports to a list of products from cattle under thirty months of age.

The JIMC then heard from Thad Lively who presented an overview on the USMEF approach to market development and how that translates into JIMC priorities and funding for FY09.  It was noted that USMEF helps the beef industry maximize the value of the carcass by identifying and developing opportunities for cuts in international markets that will pay a premium over prices in the U.S.   As a result, exports add value to each carcass and Mr. Lively noted that sometimes the best way to measure the value of exports is to see the impact that market closures have on beef prices.  He pointed out that today $75/head still has not been recouped.   

The committee was reminded of the planning factors that they elected as priorities for funding allocation – Customer Satisfaction and Market Access – and Mr. Lively demonstrated how those factors are aligned with USMEF’s strategic objectives of Buyer Loyalty, Market Expansion and Market Access/Issues Management.  The committee was then asked by the Chairman to vote to recommend the proposed AR’s totaling $7.7 million to the Operating Committee.  Committee members discussed the AR’s, mostly focusing on the budget for the Japan market.  Several members expressed concern that such a large share of the budget is dedicated to this market yet supply is limited by age restrictions.  USMEF staff addressed these concerns by noting the opportunity in the market, the costliness of building relationships and demand and the premiums offered to the industry.  The Chairman then asked for a motion to recommend the AR’s to the Operating Committee.  Richard Winter moved, Todd Schroeder seconded.  Motion carried.

Vice Chairman Bob McCann then briefed the committee on his recent trip to Mexico to be involved in discussions concerning the resumption of the live cattle trade between the U.S. and Mexico.  Since the border was reopened, there have been significant disruptions, mostly having to do with vet inspections, which have added delays and costs to the cross-border trade.  At this point the Mexican Cattle Council and SAGARPA (USDA equivalent) are in discussions to alleviate some of the burdensome requirements.  Bob McCan added that he hopes the situation will be remedied soon, as U.S. producers have the supply to replenish the Mexican herd, which is in severe need.

The JIMC then heard from Dan Dierschke, Secretary/Treasurer of the Cattlemen’s Beef Board, who accompanied other officers from CBB to Europe and Russia to gain a better understanding of the opportunities and challenges that exist in the international markets and the beef checkoffs’ role in developing these markets.  The major findings of the trip were that: success in international markets depends on a long term commitment and strong relationships with key players, both Russia and EU will become significant importers as domestic production declines, and opportunities in the EU are at the top end of the market whereas opportunities in Russia are across the entire marketing chain due to price competitiveness.

The International Directors from USMEF’s overseas offices participated in a panel discussion to share some of the dynamics shaping their respective markets and where the opportunities lie.  The JIMC heard first from Jihae Yang, Director for Korea.  She began by noting the high beef prices in Korea for Korean and Australian beef ($34/lb, $20/lb respectively) compared to U.S. choice product ($12/lb).  She also explained the genesis of the public backlash to the U.S. beef agreement and how it escalated.  She is optimistic that with the new voluntary agreement in place consumers’ minds will settle and demand will grow.

The JIMC then heard from John Brook, Regional Director for EU, Russia and Middle East.  He noted that the dynamics that characterized the beef trade for the last 40 years are now completely different as the protein market is now demand driven.  Global cattle production is down, the U.S. has very competitive prices and in the case of Russia and the Middle East, purchasing power is very strong.  He emphasized that in order to flourish in the regions he covers the U.S. industry will need to undertake a traceability system to meet the standard that has already been met by our primary competitors.  
Chad Russell, Regional Director, Mexico and the Dominican Republic, spoke next.  He pointed out that Mexico is the largest market for U.S. beef exports and offers relatively good access, despite a few prohibited products and anti-dumping duties applied to some exporters.  Nonetheless, some non-imminent threats are on the horizon, such as possible retaliation on the pending U.S. COOL law.  On the marketing side, the middle class is growing in Mexico because of the high price of oil.  Additionally, the Mexico office believes that there was perhaps some heavier buying during the early part of 2008 in anticipation of higher prices later so the current pace of exports may slow slightly.

The committee then heard from Greg Hanes, Director for Japan. He noted that the biggest question on everyone’s mind is when the age limit will be removed and that discussions between the U.S. and Japan have been somewhat stalled due to the situation in Korea.  The voluntary agreement in Korea signaled to Japan that there is some flexibility in raising the age limit, although U.S. negotiators remain firm on the OIE consistent stance.  On the marketing side, USMEF has been very active promoting new cuts to supplement the seven items that traditionally accounted for the majority of shipments to Japan.  This program has been very successful with HRI and retail establishments expanding their buying to incorporate some of these new cuts.  

A panel consisting of Leann Saunders from IMI Global, Andrew Murphy of Beef Marketing Group and Steve Leigh, Director of Channel Marketing, NCBA spoke about traceability and verification to the JIMC.  Leann Saunders shared with the group the growth in the QSA and PVP programs that IMI manages and that traceability currently offers a premium to those that participate in these programs.  Andrew Murphy discussed the types of pre-harvest verification and food-safety programs they manage at BMG, such as the natural program, NHTC, breed specific initiatives and age and source verification.  Lastly, Steve Leigh discussed how some of these verification programs show up in the marketplace and that with the new COOL regulations going into effect it will be a costly adjustment for retailers.

Chairman Dave Hamilton then wrapped up the meeting by suggesting that JIMC members should have a directive to present to the Operating Committee in September should additional checkoff dollars become available.  The committee voted to direct additional dollars to the EU region.  The Chairman asked for a motion and Merrell Breyer moved and it was seconded by Charles Bassett.  The motion carried.

The Chairman adjourned the meeting at 4:37pm.
