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ThisWeek in Canadian Agriculture is aweekly review of Canadian agricultural industry
developments of interest to the U.S. agricultural community. The issues summarized in this
report cover awide range of subject matter obtained from Canadian press reports, government
press releases, and host country agricultural officials and representatives. Substantive issues and
developments are generally also reported in detail in separate reports from this office.

Disclaimer: Any press report summaries in this report are included to bring U.S. readership
closer to the pulse of Canadian developmentsin agriculture. In no way do the views and
opinions of these sources reflect USDA'’s, the U.S. Embassy’s, or any other U.S. Government
agency’ s point of view or official policy.

CANADA TO APPEAL WTO PANEL RULING ON DAIRY EXPORT SCHEME:Inanew
release dated July 6, Ag Minister Vanclief and Trade Minister Pettigrew announced that the
Government of Canada would appeal the ruling of the WTO Compliance Panel on Dairy.

"We firmly believe that Canada has fulfilled its international obligations concerning dairy
exports and that the approach we have taken fully complies with the WTO rules,” Mr. Vanclief
said. "We will therefore be working with industry stakeholders and the provinces to mount the
strongest appeal possible.” "Over the course of the last year, we have worked together with the
dairy industry and provinces across Canada to ensure that the way in which dairy exports take
place meets the specific needs of each province and a'so complies with the WTO rules,” Mr.
Pettigrew said. "We will continue to make all necessary efforts, in consultation with the dairy
industry and provinces, to defend our approach.” "We are committed to defending Canada's
interests throughout this process,” Mr. Vanclief added. "Decisions about production and
marketing of dairy products will continue to be made in Canada.”

DAIRY FARMERS OF CANADA PUSH FOR STRICTER CONTROLS: The July 9 edition
of Agriweek reported that the Canadian dairy industry islobbying for stricter controls on imports
from the U.S. of cheese sticks, a mozzarella-based confection-like product which comes frozen
and is deep-fried, popular in bars. Though covered by existing tariffs, the Dairy Farmers of
Canada marketing board complains that supplementary quotas are too freely issued.

MAIN IMPORTERS OF CANADIAN WHEAT: The July edition of Agriline Daily reported
that to May 31 of the current crop year, the main (non-domestic) buyers of Canadian wheat are
Iran at 1.24 mmt (2.92 mmt in same period last year), Japan 1.17 (1.09), USA 873,000 (951,000),
Indonesia 620,000 (544,999) and Philippines 545,000 (301,000). Top durum buyers were
Algeriaat 1.04 mmt (1.08 last year), Morocco 571,000 (425,000), USA 293,000 (253,000),
Venezuela 262,000 (300,000). Almost all oats exports were to USA at 903,000 tonnes vs.
902,000 last year.

DRY IN ALBERTA AND WESTERN SASKATCHEWAN: According to the July 9
Agriweek and the July 9-11 editions of Agriline, the bizarre rainfall pattern that has set in across
the prairies persisted last week, with heavy rain in Manitoba and continuing drought in Alberta.
Parts of southern Manitoba received nearly 3 inches of rain during the week, causing flooding of
low-lying fields and yellowing of crops. Rain in Saskatchewan was barely enough to sustain fair
to poor topsoil moisture conditions until late in the week, when a high-pressure ridge brought
temperatures in the 30s and very low humidity. Saskatoon set a temperature record when 37.5
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degrees celsius was reached. Only widely scattered, light showers were received in Alberta,
which also got the high temperatures, so that crop conditions deteriorated, especialy in the
south. Cereals are reported to be heading prematurely in dry areas of southern Alberta and west-
central Saskatchewan. Insect infestations appear above normal, especially in pulse crops, and
control efforts are underway. Crop conditions deteriorated over the weekend and crop stress is
showing up in most areas west of east-central Saskatchewan. Crop conditionsin the Peace River
district of Albertaand most of Manitoba are good to excellent. There does not appear to be
enough rain to significantly change the worsening yield outlook for Alberta and the western 60%
of Saskatchewan. There are reports of farmers plowing down fields, thinking that crops that have
no chance to produce ayield worth harvesting are just using up nutrients. Higher heat-unit
accumulations advanced development of corn and soybeans in Ontario, which appear to have
above-average yield potential. Winter wheat is also looking good.

HOT, DRY WEATHER AFFECTS SASKATCHEWAN CROPS: According to a
Saskatchewan Agriculture July 9, 2001 crop report, poor topsoil moisture conditions persist
across about half of the grainbelt, covering most of the southwest, central and west-central areas.
Most areas of the province received hot, dry weather over the past week. An average of only 3.4
millimeters of rain was reported across the grainbelt. The lack of significant precipitation
combined with hot weather is stressing crops and reducing yield potential. Crops continue to
progress well ahead of the five-year average, with over 40% of the spring cereals heading out
compared with the five-year average of 20%. More than half of the canola, mustard and pulse
crops are now flowering. 22% of the flax crop has reached the flowering stage. Weather-related
crop damage reported over the past week included drought, wind, flooding, hail and frost.
Insects, disease and gophers continue to cause problems in some areas and producers are taking
steps to minimize their damage.

ALBERTA CROP CONDITIONS: Manitoba Agriculture reported on July 10 that the hot and
dry weather experienced in most areas of the province last week has enhanced crop devel opment
and allowed hay operation to progress rapidly. However, in the Southern Region and other areas
where dryness persists, crops and hay fields continue to deteriorate. With the little or no
precipitation received last week, moisture is needed in most areas of the province. Provincialy,
about 50% of respondents rate the surface soil moisture as poor and nearly 70% rate the sub-
surface moisture as poor. Only 5 to 10% of respondents rate the surface and sub- surface soil
moisture as good. The remaining respondents reported only fair soil moisture condition. Crops
are developing rapidly thanks to the recent hot and dry weather. Peas and canola are flowering.
The Central Region reports some peas and canola are beginning to pod. Cerea crops are heading
or starting to head out. Provincially, about 22% of cereal crops are rated as poor, 32% as fair and
46% as good. About 32% of canola crops are reported in poor condition, 44% in fair condition
and 24% in good condition. Problems with grasshoppers, diamondback moths and other pests
are reported in several areas.

PRAIRIE TOPSOIL MOISTURE RATINGS: The July 10 Agriline Daily provided various
geographical topsoil moisture rating as a percent of normal as of July 8. Alberta: Calgary 46%,
Edmonton 40%, Medicine Hat 9%, Vermilion 46%, Peace Rover 64%. Saskatchewan: Estevan
61%, Kindersley 15%, Nipawin 58%, Prince Albert 36%, Regina 44%, North Battleford 48%,
Saskatoon 32%, Wynyard 53%, Swift Current 50%, Y orkton 51%. Manitoba: Portage la Prairie
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77%, Winnipeg 102%, Melita 77%, Gimli 93%. About 70% is considered minimum for average
crop yields.

POTENTIAL MALTING BARLEY SHORTAGE: The July 10 Agriline Daily also reported
that there could be malting barley shortage as aresult of dry season on the prairies. Drought
stress tends to increase protein content, undesirable for malting, and reduce germination rates.
The article advised that the value of malting-quality old-crop should increase this year.

CWB OFFERSEARLY PAYMENTSON TWO WHEAT CLASSES: According to a July
10 Canadagriculture Online article, the Canadian Wheat Board is offering an early payment
option (EPO) to growers of red winter and soft white spring wheat for the 2001-02 crop year.
Starting Aug. 1, and running until Nov. 30, farmers can opt into the EPO by phoning or faxing in
acommitment to avalue and tonnage. Farmerswill then get their initial payment as usual on
delivery, but once the CWB gets the delivery information, they'll also get an additional payment,
bringing the total to 90% of the Pool Return Outlook, less discounts for risk, time value of
money and administrative costs. Farmers using the EPO remain in the pool account, and will
continue to receive adjustment, interim and final payments once the value in the pool account
exceeds the early payment value. The CWB says farmers who deliver early on the EPO can
expect to get the most out of the program, since the spread between initial and final payment
usually narrows as the crop year progresses. The EPO is available only to CWRW and CWSWS
growersthis year, but it may be expanded to other classes of wheat in future yearsif the program
appears successful.

CANADIAN OILSEEDS CRUSH: The July 6 edition of the Agriline Daily reported that for
the week ended July 4, canola crush was again below 50,000 tons at 48,505, down 5% from
previous week but above 42,828 tons in the same week in 2000. Cumulative canola crush for
crop year to date is up just one percent at 2.806 mmt vs. 2.770 ayear ago. Canadian soybean
crush for the week was 28,178 tons, down sharply from 40,149 in the prior week and

37,073 same week ayear ago. Y ear-to-date soybean crush is 1.586 mmt vs. 1.602 mmt a year

ago.

GRAIN HARVEST BEGINSIN ONTARIO: Canadagriculture Online reported on July 6 that
the earliest fields of winter barley are being harvested in Essex county, southwestern Ontario.
Yields are about 75 bu./ac., which suggests winter wheat yields could be lower than in the past
couple of years. Combining of winter wheat is expected to begin by July 10 or 12. The Ontario
agriculture ministry reports fusarium in almost all winter wheat in the southwest, but levels are
mostly low enough for growers to deal with the problem. In some pockets of Essex and Kent
counties, however, high levels are being seen. The disease has appeared both in fields that were
sprayed with fungicide and fields that were not, although sprayed fields appear to have roughly
40% less infection than unsprayed fields. Early-heading wheat stands in the southwest are
running at 15% to 20% infection--higher than anticipated. Throughout the balance of Ontario's
wheat area, levels are 5% or below. There appears to be virtually no spread within the head, and
infected kernels are well shriveled. That makesit easier for combines set up for maximum wind
to remove enough tombstone kernels to maintain milling quality.
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IS CANADA READY FOR ORGANIC FOOD EXPLOSION?: According to aJuly 6 Good
Morning Ontario article’s coverage of a July 6 National Post feature, natural foods have been the
fastest-growing category in U.S. supermarkets during the past decade, expanding at arate of 20%
ayear into a US$8-billion business, and asimilar explosion is set to erupt in Canada over the
next two years. "Thereis asegment of healthier eating and healthier lifestyle that isgrowing in
Canada, and there is increased demand for these types of products,” says Loblaw spokesman
Geoff Wilson. Roy Kingsmith, marketing director at Y ves Veggie Cuisine Inc., Canada's

biggest producer of soy-based meat aternatives such as veggie bologna, says 10 years ago 80%
of the company's customers were vegan or vegetarian. As Yves business grew, that number
shrunk to 4%. "Clearly, these are mainstream consumers looking for healthy alternatives,” Mr.
Kingsmith said. Big U.S. companies are poised to move in to the marketplace. Whole Foods
Market Inc., the Texas-based company and Colorado-based Wild Oats Markets Inc., the number
two player in the United States, are already opening organic food outlets across Canada at arapid
pace. Loblaws, the country's biggest supermarket chain, is also keen on organics, and is creating
a separate private label for organic products.

ALBERTA GOVERNMENT TO LEGISLATE LIVESTOCK OPERATIONS: The
Alberta government has announced that it will assume legislative responsibility for intensive
livestock operations and will legislate province-wide standards to replace a patchwork of rules
set by municipalities. The province has been criticized for not having a single set of laws
governing the multibillion-dollar industry, just avoluntary "code of practice” that municipalities
were able to adopt in their bylaws. Alberta Agriculture Minister Shirley McClellan said
legislation to be introduced in the fall will ensure that livestock operations do not threaten
Albertasair, soil and water quality while providing industry a consistent, science-based decision
making process. Alberta’s livestock industry accounts for more than 60 percent of the province's
farm cash receipts. When combined with processing, shipping and other related business, the
livestock industry contributes an estimated C$17 hillion in economic activity and provides
thousands of jobs.

VIRTUAL COLLEGE OF BIOTECH PRODUCESFIRST GRADUATES: According to
the June 2001 edition of Ag-West Biotech Inc’'s Agbiotech Bulletin, in May, the University of
Saskatchewan graduated the first students from its Virtual College of Biotechnology (VCB). The
result of collaboration between the University and Saskatchewan Economic and Cooperative
Development, the mandate of the VCB isto illustrate and highlight the ethical, commercial,
social and legal issues relating to biotechnology. Itisthefirst initiative of itskind in Canada.
Saskatchewan is recognized as an industry leader in agricultural biotechnology, home to an
impressive combination of infrastructure, public research institutions, and private industry
resources. The VCB has established five honors and five mgor programs in Science &
Biotechnology, one four-year major in Sociology and Biotechnology, one four-year program in
Biotechnology Management as well as biotechnology options in Agriculture and Engineering.
The VCB and its programs were devel oped with industry input such that graduates will meet the
requirements of the biotechnology work placei.e. scientists with an understanding of other issues
(social, ethical, commercial, legal and economical) associated with biotechnology. For more
information on the Virtual College of Biotechnology see: http://biotechnology.usask.ca. The
Agbiotech Bulletin may be downloaded in either ".pdf", ".doc" or ".rtf" format and viewed for
free at: http://www.agwest.sk.cale_bulletin.shtml. Please note that alist of biotechnology-related
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conferencesis listed at the end of each bulletin.

CALIFORNIA WINE FAIR TOURS CANADA: Californiawine flowed throughout 11
Canadian cities and thousands of wine enthusiasts who enjoyed vintages from some of
Cadlifornia’ s most spectacular wineregions. Thisyears events, held across Canadain April of
thisyear, yielded record attendance numbers, sell-out crowds, strong participation by vintners, an
unprecedented amount of media coverage and celebrity appearances, (including the new U.S.
Ambassador to Canada Paul Cellucci, former Prime Minister to Canada Joe Clark and
Hollywood star Jason Priestley) which added up to one of the most successful toursto date.

CANADIAN RESTAURANT & FOODSERVICES ASSOCIATION LAUNCH NEW
FOODSERVICE SHOW IN MONTREAL : The organizers of the Canadian Food & Beverage
Show have approved the launch of a new foodservice and hospitality show in Montreal,
scheduled for February 3-5, 2002. The show will be launched in Montreal because they are
without a dedicated industry trade show. Reportedly, Salon Rendez-V ous, Quebec’slong
standing foodservice show will be joining forces with SIAL Montreal which will be held
biennially. The next SIAL Montreal is scheduled for April 2003. In addition to this new show
in Montreal and the Canadian Food & Beverage Show in Toronto, other foodservice shows
sponsored by the Canadian Restaurant & Foodservices Association include Hostex, Canada’'s
largest hospitality trade show which includes the Bar & Nightclub Expo, aswell as furniture and
equipment for the foodservice industry and ApEx, the largest hospitality show serving Atlantic
Canada.

Did You Know...
That aguaculture production in Canada reached 113,083 tonnes in 1999 worth arecord C$558

million. Aquaculture, dominated by farmed raised salmon, accounted for about 10% of the total
Canadian production of fish and shellfish in 1999 (source: AAFC).
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