GAIN Report - MX7087
Page 5 of 6 

[image: image1.wmf] 



[image: image2.wmf] 


[image: image3.wmf] 



Voluntary Report - public distribution

Date: 12/14/2007

GAIN Report Number: MX7087
MX7001

Mexico

Agricultural Situation

Weekly Highlights and Hot Bites #38
2007

Approved by:

Suzanne E. Heinen
U.S. Embassy Mexico City

Prepared by:
Dulce Flores, Gabriel Hernandez, Benjamin Juarez, Luis Chavez and Mark Ford 


Report Highlights:

· AGRICULTURAL SECTOR READY FOR 2008: PRESIDENT CALDERON
· AGRICULTURAL ORGANIZATIONS REQUEST COMPETITIVENESS COMMITMENTS

· BEAN GROWERS CONCERNED OF POTENTIAL 2008 CRISIS

· MEXICAN MEAT INDUSTRY TO REDUCE FROZEN PORK IMPORTS

· AGRICULTURAL ORGANIZATIONS & GREENPEACE PROTEST AGAINST NAFTA

· BORDER RAIL PROJECT UNDER WAY
· NEW REFERENCE PRICE TO PAY FOR SUGARCANE ANNOUNCED
· …BUT THE SUGAR INDUSTRY IS NOT COMPLETELY HAPPY
· TURKEY CONSUMPTION EXPECTED TO INCREASE
· MEXICAN FARMERS' DISADVANTAGED IN NAFTA
· CORN GROWERS WITHOUT FEAR FOR OPENING 
· IMPORT DUTY ELIMINATION EQUALS COUP DE GRACE FOR CHIAPAS FARMERS
· MONSANTO URGES PUBLICATION OF BIO-SAFETY RULES
· GRAINS FORGOTTEN BY NEW TAX

Includes PSD Changes: No

Includes Trade Matrix: No

Unscheduled Report

Mexico [MX1]

[MX]


AGRICULTURAL SECTOR READY FOR 2008: PRESIDENT CALDERON

For the GOM, the agricultural sector is ready to face 2008 and the full implementation of NAFTA; federal programs are in place to give certainty to agricultural workers and the 2008 Federal Budget’s chapter for agriculture was increased by almost U.S. $2.5 billion.  “We have the highest amount ever allocated to help our agricultural workers have commercial certainty,” stated President Felipe Calderon.  The final budget allotment was U.S. $18.5 billion.  President Calderon also explained that the GOM’s programs have been integrated into larger programs; thus eliminating red-tape and corruption while allowing Mexico to face global trade with better finances, an improved legal framework, and additional market opportunities. (Source: La Jornada; 12/8/2007) 

AGRICULTURAL ORGANIZATIONS REQUEST COMPETITIVENESS COMMITMENTS
Agricultural workers’ associations, led by the Mexican Agricultural Workers Confederation (CNC), requested that the GOM commit to a competitiveness-enhancing agreement to help producers of the four sensitive commodities, which will be impacted by NAFTA in 2008.  Cruz Lopez, CNC's General Secretary, commented on the somber outlook that could impact agricultural workers.  “Imports will increase from all four products, but the United States already approved their Farm Bill and increased their subsidies”, commented Cruz.  He also urged the GOM to analyze current legislation and redefine support programs to allow agricultural workers to sell their production under better conditions. (Source: UNOMASUNO; 12/8/2007) *Post note: this article was included because a quote by Cruz Lopez saying the U.S. Farm Bill was already approved, and subsidies already increased, is indicative of the misinformation and misinterpretation in the local press.
BEAN GROWERS CONCERNED OF POTENTIAL 2008 CRISIS
For the Mexican state of Durango, the main crop is dry beans.  The crop yields vary from 600 to 800 kilos per hectare, as opposed to 1,600 to 2,000 kilos per hectare in the United States (where technology and more efficient production result in better yields).  Specialists from Durango State University (UJED) suggested the GOM should keep import quotas in place and crop planning should be enforced to avoid imports during peak production periods.  During a NAFTA evaluation seminar, specialists claimed that dry beans are subsidized up to 50 percent in the United States, compared to only 20 percent in Mexico. (Source: El Sol De Mexico; 12/9/2007) *Post note: the article is included due to a claim (with no reference or quote cited) that U.S. agricultural subsidies create a wide gap in production costs with Mexico.
MEXICAN MEAT INDUSTRY TO REDUCE FROZEN PORK IMPORTS
Because of the political pressure applied by domestic pork growers/legislators, the Mexican Meat Council (CMC) agreed to reduce frozen pork imports.  The agreement includes a commitment by domestic pork growers to comply with high-quality, fairly-priced supplies, in order to not affect the consumer with higher prices.  According to CMC, domestic production can only cover 70 percent of the demand so imports will continue.  Out of the estimated 480,000 MT of U.S. pork imports, only 8 percent falls into the “frozen” category.  The agreement tries to help the domestic industry avoid potential retaliations from foreign countries while protecting the prices paid by the consumer and related industries.  (Source: La Jornada; 12/10/2007)

AGRICULTURAL ORGANIZATIONS & GREENPEACE PROTEST AGAINST NAFTA
Leaders of 30 agricultural organizations and Greenpeace began a hunger strike as a protest against NAFTA.  They demand the renegotiation of the trade agreement, excluding corn and beans from it, and the prohibition of transgenic seeds into Mexico.  They also threatened to close highways and set up a “human-chain” at the border crossing points next January 1, to prevent products from entering the country.  Also, the associations will formally accuse President Calderon and the GOM of illegally allowing the use of transgenic seeds in corn production.  Vicente Suarez, leader of the National Association of Agricultural Products Distributors (ANEC), claims that tariff elimination is a “war against Mexico’s independence, trying to make the country dependant of U.S. imports and under the control of large transnational companies.”  Greenpeace distributed a leaflet accusing the United States of not competing fairly, “with subsidies 30 times larger than the average Mexican subsidies.”  (Source: La Jornada; 12/11/2007 & El Sol De Mexico; 12/12/2007)

BORDER RAIL PROJECT UNDER WAY
Kansas City Southern Mexico (KCSM) announced the results of a technical study carried out to explore the possibility of taking cargo railroad out of the Laredo urban area by setting up a new railroad crossing point, located four miles SE of the city.  This project competes with a similar concept promoted by the Mexican state of Nuevo Leon, which seeks to have the new crossing point at the Colombia point of entry.  Both projects claim to have the appraisal of the local, state and federal governments and the endorsement of the main railroad companies involved, Union Pacific (UP) and Kansas City Southern (KCS).  (Source: El Norte; 12/11/2007)

NEW REFERENCE PRICE TO PAY FOR SUGARCANE ANNOUNCED

After a month of negotiations, the federal government published the agreement to determine the reference price of standard sugar and the price to pay for sugar cane for the MY 2006/07 and 2007/08 harvests.  The reference price of standard sugar for MY 2006/07 was revised up to $6,356.45 pesos per MT (U.S. $579.96 per MT), a six percent increase compared to MY 2005/06 prices.  Sugar cane producers were requesting an 8.24 percent increase in price while the sugar mill industry was only offering a 3.25 percent increase.  For MY 2007/08, the federal government determined that the reference price of standard sugar will be $5,996.13 pesos per MT (US$ 547.09 per MT).  According to current regulations, approximately 57 percent of a set reference price of standard sugar is paid to growers for their sugarcane.  (Source: Diario Oficial, Federal Register 12/12/2007) 
…BUT THE SUGAR INDUSTRY IS NOT COMPLETELY HAPPY
The announcement of the reference price for standard sugar and the price to be paid for sugar cane ended the conflict between the sugar mill industry and the sugar cane producers, which in turn means that the sugar cane harvest will resume.  According to news reports, the agreement was finally reached between the sugar cane producer associations and the federal government.  However, the industry was not very happy with the increased reference price that was announced, and the president of the sugar industry, Juan Cortina, expressed that the government only gave the cane producers a political way out.  Cortina indicated that the industry has no resources to pay the six percent increase to the sugar cane producers.  He added that the increase represents about $1,200 million pesos (U.S. $109.09 million) in payments.  Furthermore, he added the industry will not be able to cover the excess sugar inventory, and the downturn in sugar prices will generate a deficit of about $1,700 million pesos (U.S. $154.54 million).  (Source: Universal, Reforma, Financiero, Excelsior, Jornada, 12/13/07)

TURKEY CONSUMPTION EXPECTED TO INCREASE

The President of the Turkey Producers of the Poultry Association in Mexico, Marco Parson, announced that about two million turkeys will be available to consumers for the Christmas season.  Turkey production increased seven percent compared to 2006.  Turkey consumption increases little by little each year, and the 2007 per capita consumption is expected to be 1.9 kg (4.2 lb/per capita).  Parson added that in order to increase consumption, Mexican producers are planning to produce high added value products for 2008.  According to the report, the state of Chihuahua contributes 40 percent of total turkey production.  The state of Sonora contributes 35 percent and Yucatan 20 percent.  (Source: El Mercado Agropecuario 12/10/07)

MEXICAN FARMERS' DISADVANTAGED IN NAFTA

The signing of the North American Free Trade Agreement (NAFTA) was done in an unfavorable context for the Mexican agricultural sector pointed out PRD Senator, Antonio Mejia-Haro, when he set up the working group that will evaluate NAFTA’s impact.  "It was characterized by the deregulation of basic products for the market, and the beginning of the cancellation of the government’s strategic sectors," said Mejia-Haro.  During the same event, Agriculture Secretary, Alberto Cardenas-Jimenez, exhorted Mexican cattlemen and farmers to work to win the battle before the United States and Canada.  (Source: El Financiero; 12/11/2007) 

CORN GROWERS WITHOUT FEAR FOR OPENING 

Mexican corn growers estimate that before the total opening of the North American Free Trade Agreement’s (NAFTA) agricultural chapter on January 1, 2008, the country won't be flooded with massive corn imports coming from United States.  Although, they foresee supply difficulties in the livestock sector, due to the United States high consumption of yellow corn to produce ethanol.  (Source: Milenio Diario; 12/11/2007) 

IMPORT DUTY ELIMINATION EQUALS COUP DE GRACE FOR CHIAPAS FARMERS

According to Daniel Villafuerte-Solis, researcher for the Mexican and Central American Center of Superior Studies at Chiapas University, the elimination of corn, bean, sugar cane and powdered milk import tariffs will be the “coup de grace” for Chiapas indigenous farmers, since they won't be able to compete against U.S. farmers next year.  (Source: La Jornada; 12/11/2007) 

MONSANTO URGES PUBLICATION OF BIO-SAFETY RULES

Monsanto General Director in Mexico, Jesus Madrazo-Yris, considers biotechnology a very important option that will bring tangible benefits to agricultural growers.  Therefore, the GOM cannot continue postponing the publication of the regulations of the Bio-safety Law, which will govern the experimental planting of transgenic seeds.  (Source: El Financiero; 12/11/2007)

GRAINS FORGOTTEN BY NEW TAX

Several corn and dry bean crops remain in Mexico’s fields because of the new Special Tax of Unique Rate (IETU).  The tax limits the possibility of deducting accumulated inventories at the end of 2007.  As a result, corn flour companies, like Minsa and Maseca, as well as some bean packers and livestock producers, have delayed their purchases of grains until 2008 in order to avoid the higher 2007 tax.  However, sources of the National Chamber of Industrialized Corn informed that it is probable that in the next few days, the Treasury Secretariat (Hacienda) will announce a transitory fiscal provision in order to encourage harvesting crops this year.  At the same time, the National Confederation of Mexico’s Corn Agricultural Producers (CNPAMM) stated that 15 percent of the total production of grain is at risk of being damaged since it has not been harvested as well as grower’s lack of storage capacity.  In the “Bajio” region, which encompasses Michoacan, Jalisco and Guanjuato, there are still approximately 3.5 million tons that remain in the field, because corn flour companies and cattle growers have refused to buy it.  (Source: Reforma; 12/07/2007)
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Welcome to Hot Bites from Mexico, a weekly review of issues of interest to the U.S. agricultural community.  The topics covered in this report reflect developments in Mexico that have been garnered during travel around the country, reported in the media, or offered by host country officials and agricultural analysts.  Readers should understand that press articles are included in this report to provide insights into the Mexican "mood" facing U.S. agricultural exporters.  Significant issues will be expanded upon in subsequent reports from this office. 





DISCLAIMER: Any press summary contained herein does NOT reflect USDA’s, the U.S. Embassy’s, or any other U.S. Government agency’s point of view or official policy.





We are available at � HYPERLINK "http://www.fas-la.com/mexico" ��http://www.fas-la.com/mexico� or visit our headquarters’ home page at � HYPERLINK "http://www.fas.usda.gov" ��http://www.fas.usda.gov� for a complete selection of FAS' worldwide agricultural reporting.
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