Minutes: NC-1016
October 27-29, 2004

Holiday Inn River Port

St. Louis, MO.

Chairman Allen called the first meeting of NC-1016, “Economic Assessment of Changes in Trade Arrangements, Bio-Terrorism Threats and Renewable Fuels Requirements on the U.S. Grain and Oilseed Sector (formerly NCT 195 and NC-224)” to order at 10:a.m. on October 27, 2004.  Joe Parcell from the University of Missouri hosted the meeting. Members of NC-1016, their institutional affiliations and their attendance status are as follows: 
	Name
	Institution
	Status

	Alexander, Corrine
	Purdue
	

	Allen, Albert            
	Mississippi State University
	(C)

	Conley, Dennis M. 
	University of Nebraska
	

	Crooks, Anthony “Tony” 
	USDA. Farmer Cooperative Service
	

	Fruin, Jerry
	University of Minnesota
	

	Gallagher, Paul
	Iowa State University 
	Absent 

	Gauthier, Wayne M.
	LSU Agricultural Center
	(S)

	Houston, Jack E.
	University of Georgia
	

	Kenkel, Phil
	Oklahoma State University
	

	Larson, Donald W.
	Ohio State University
	

	Martin, Marshall
	Purdue University
	(AA)

	Parcell, Joe
	University of Missouri
	

	Turvey, Calum G.  “Cal”
	Rutgers University
	

	Wailes, Eric
	University of Arkansas
	Absent

	Wilson, William “Bill”
	North Dakota State University
	Absent


AA = Administrative Adviser

C = Chairman 

S= Secretary-Treasurer
The following individuals were identified as potential members of NC-1016. Members assuming responsibility to contact them for purposes of determining their interests in becoming associated with NC-1016 are as follows:
a.
Fuller, Steve. Texas A&M.  (Jerry Fruin)
b. Lavoie, Natalie. (Corrine Alexander)
c. Hauser, Bob. University of Illinois. He is presently the acting head at the University of Illinois. However, Bob Thompson is also at Illinois and he can contribute in figuring out trade arrangements as CGE models are too macro oriented for the purposes of this committee (Jerry Fruin).
d. Hoffman, Lynnwood. USDA. Lynn wishes to remain in communications with the committee.

e. Gerald. Center for Disease Control. 
f. James Pritchard. Colorado State University. 
g. Kansas State representative (Phil Kenkel)

h.
Washington State Representative (Jack Houston to contact Rod Mittelhammer).  
i. Other ERS representatives (Tony Crooks)

Chairman Allen announced that Don Larson and Dennis Conley had volunteered to serve as a nominating committee to identify officers for NC-1016. 
Dr. Marshall Martin provided the following comments and administrative advice to members of NC-1016:
a. Work on the “National Information Management Support System (NIMSS)” continues. 

b. CRIS and NIMSS are two separate systems. NIMSS is for tracking all aspects of multistate research projects. CRIS is for reporting research by individual researchers. Meeting minutes are recorded in NIMSS. NIMSS is a one-stop shopping system for experiment station directors and other administrators to use in tracking the status of individual projects such as NC-1016. Every individual associated with a NC project is responsible for reporting under both NIMSS and CRIS. The minutes are posted through the chair on the NIMSS system.  
c. Dr. Martin has sensed frustration among faculty in that the expectations for regional projects have become moving targets.  Wherever appropriate, interdisciplinary work needs to be encouraged and supported as the dimensions of the majority of today’s most meaningful problems require input from several disciplines of study.  Stakeholder involvement is important also. Rules of thumb at most institutions are that project support will be provided for: (a) one trip per year and (b) one person per project. 

Chairman Allen began by requesting that all members submit relevant input into the annual/termination report for NCT-195, the project that bridged any accomplishments and activities between the termination date of September 30, 2003 for NC-224 and the initiation date of October 1, 2004 for NC-1016. NCT-195 was primarily a writing project for making substantial revisions to the project proposal initially submitted to replace NC-224.  Chairman Allen invited all persons present to introduce themselves and identify their primary areas of teaching, research and extension interest and work.
Corrine Alexander has a fifty percent (50%) extension appointment working primarily with women’s groups concerned with record keeping and marketing. She teaches the undergraduate futures and options course and a Ph.D. level reading course focused on contracts due to student interest in principal agency theory. Mid-career and young farmers not coming to outlook meeting is of concern and the question is how to effectively interact with them in the creation and dissemination of information. She reports that Howard Doster is retired and that the Top Farmer program will be taking on a different emphasis. 

Albert Allen has submitted a number of papers to a variety of agricultural economics and economic organizations. 
Dennis Conley has a 45-55 percent split appointment in teaching and research, respectively. He teaches both undergraduate and graduate classes.  He has had recent experience with distance delivery of coursework. His teaching interests are in agribusiness and his research interests are in grains.  He has a graduate student working on this project.  He noted that, over time, various members of this committee had written three grain marketing books.

Tony Crooks works with the USDA’s Rural Business Cooperative Service. Of late, the majority of his work has been with ethanol cooperatives and value-added development grants. Monies for the latter are diminishing fast.

Jerry Fruin holds a 50% research and 50% extension appointment at the University of Minnesota. His primary area of research focus is agricultural  transportation. His most recent work documents the economic benefits of barge transportation on the Upper Mississippi River over the last 20 miles. Jerry is also studying the economics of moving containers by barge rather than truck. He notes that these containers can probably be used only for specialty crops. The railroads are wanting containers to be taken by truck. Fruin is also engaged in making a biomass inventory of Minnesota so as to document the locales of the users relative to the locales of the biomass. A concentration of the biomass is critical to its utilization. The work is designed to provide economic guidelines relative to the energy densities of the various biomasses and their year-round availabilities.

Gauthier reports working on a grant project with another faculty member at LSU to determine the optimum distribution of dairy manure on lands within Louisiana’s major dairy area. He also requests information that might prove useful in the development of a course entitled “Agricultural Commodity and Food Products Markets”. 
Jack Houston is researching industries associated with the feed industry and the quantity and quality of water resources. He offers courses on futures and options, market structure, food security, environmental economics/water quality and study abroad in Mexico (International Agribusiness Marketing and Management).  At present, he is analyzing the economic effects of international mergers and acquisitions in the food industry, effects of the low-carb diet news and media exposure on consumption of food commodities by sector, soybean complex trade flows and pricing information, water recycling/re-use in poultry processing, and regional food marketing in the East African Community 

Phil Kenkel holds the Fitzwater Endowed Cooperatives Chair at Oklahoma State University. He works extensively with wheat and some cotton. He has been working on economic issues with a Cooperative Grain Alliance on the use of electronics for bio-security, unit trains and ethanol. He has two funded projects on bio-security and is making assessment on risks to grain facilities for the National Grain and Feed Dealers’ Association. 

Don Larson has a teaching (50% and research (50%) appointment at OSU.  His main research interests are trade and agribusiness marketing. One of the two students he is currently advising is studying the least cost alternatives for PL 480 grain shipments. His second student is working on trade liberalization issues with special reference to Brazil. They are creating a CGE model and a gravity flow model to analyze MERCOSUR and the American Free Trade Agreement.

Marshall Martin reported that, despite his administrative appointment in the dean’s office, he is still the major professor for three (3) students.  Purdue is searching for a dean for its College of Agriculture.  Its former dean is now the vice-provost for engagement.
Cal Turvey is Head of the Department of Agricultural, Food & Resource Economics and Director of the Food Policy Institute at Rutgers. His research interests include finance, risk management, operations research, the economics of terrorism, and the economics of foot-and-mouth disease. They are presently engaged in conducting a telephone survey regarding consumer perceptions of biotechnology and export credit guarantees.
Joe Parcell announced that the following activities had been scheduled for October 28, 2004: 

a. Tour of Monsanto’s St. Louis facilities and 
b.
Presentation by the American Soybean Association beginning at 1:30 p.m.
Chairman Allen called for status reports on the objectives of NC-1016.  
Objective 1 is designed to analyze the economic effects of trade arrangements, U.S. renewable energy programs, and genetically modified technology on the markets for corn, soybeans, rice and wheat. 
a. Dennis Conley overviewed the corn model developed at the University of Nebraska. Essentially, it is a corn transshipment model. A bulletin describing the model is on the web site http://grainindustry-nc224.unl.edu. The model provides for optimizing the movement of quantities of corn from points of production in states through export points as well as from surplus to deficit states. Seventy-seven percent (77%) of the corn transported from in the United States moves through Gulf ports. It is a GAMS model based on data between 1991 and 1999. Nebraska is now in the process of updating the data. The model was tested with 1999 data.  Corn in Illinois moves through Gulf ports. The objective function for now is to minimize distance. Distance is one of the independent variables in the model. One of the difficulties with the model is that corn produced in Minnesota is being shipped to Florida. Efforts have been undertaken to test the model using five year averages as well as 1999 data. Another form of the dependent variable was to use price differences as the dependent variable. Traditionally, freight rates are used in modeling the different modes of transport. Price differences did not work in this model. The major variable in a transportation cost equation is distance. The modes of transport make a difference; transportation by water is much cheaper than transportation over land. The criteria for assessing the model is reasonableness. ERS has recently done grain flow studies. The grain transportation infrastructure is stable. What has changed is the international markets with the change being associated with the Asian markets as contrasted to the European markets. Asian markets have influenced domestic transportation movements. 
There is a dual solution in the transportation markets. Using price differences and  basis relationships relative to Chicago, the different scenarios, questions and claims this model could assess include: 
1. an impaired lock and dam

2. Negative impacts of a terrorism attack upon the Port of New Orleans

3.
An ethanol plant generally strengthens the local price and flattens the basis.  Do ethanol plants make a difference in prices at county level?  

4.
Will the shift in relationships between gas and diesel fuels have an impact on shipments, locations and utilizations of corn?
5.
What will be the effects of shifts in cattle feeding facilities and hog facilities? 

6.
A physical issue is not as big a problem as an emotional issue. Foot and mouth disease is an economic issue. 

Conley has all the prices for corn in various cities for the last ten years. This wealth of data is attributable to the location of DTN headquarters in Nebraska.  At the county level, Conley has weekly prices for five years.  Conley made reference to the conduct of three dimensional analyses.

b.
Fruin reported that work with his soybean model had been dormant for the past year. His soybean model features twelve (12) international soybean destinations, thirty (30) U.S. soybean production areas, six (6) importing locations, twenty (20) Brazilian and four (4) Argentina production areas. At the present time, Minnesota is trying to determine inland requirements for soybeans in China. The model is designed to minimize logistics costs while comparing different demand and production cost scenarios. The international importing and exporting points in the model are up and running.  The model used a truck cost model from North Dakota State, rail rates from August 2003, and ocean rates from a Brazilian authority. The model was run for a 12 month period in 2001 and 2002. The linear regression based distance against the nautical mile rate. Ocean rates change every six months. For barge rates, the model most probably used 175% of the published tariff rate for the 2002 crop year. 
Under objective 1, the following works in progress were identified and accompanying set of thoughts were shared: 
a. Larson. Spoke about analyzing trade arrangements under provisions of the Free Trade of the America Agreement (FTAA).  The research will examine several trade issues such as a reduction of import tariffs on trade flows. 

b. Allen spoke about completed work on soybean meal and oil at Mississippi State that he was trying to get published in an international journal.

c. Conley expressed a need to identify scenarios that needed to go through the corn and soybean models.

d.
Kenkel questioned what would happen to the Mexican market if they were able to        handle full unit trains and not have to break 100+ railcar unit trains down into smaller number of railcars. There was a subsequent discussion about the status of improvements in rail handling facilities at the border.
e.
Gauthier questioned the impact that the loss of the Mississippi River due to diversion of water flow into the Atchafalaya River would have upon the nation’s grain export capability. 
f.
Turvey identified a social welfare measure inherent in the GTAP model. It was used in a procedure to assess the economic impacts of a foot and mouth incident and he thought that the procedure might be relevant for some of the analyses we were interested in performing. He noted, however, that we didn’t have the necessary demand and supply functions needed to use the model.

g. 
Parcell reported that FAPRI was doing a study of restricted water flow on the        Missouri River and that Steve Fuller was doing some of the analyses for corn and soybeans.  Parcell also took note of:

· Shifts in crop production patterns due to development of new varieties; 

· Technology driven shifts in production were now constitutive of the dynamics
· Relative changes in energy costs and the costs of nitrogen fertilizers on corn production

· Imports of Brazilian soybeans into the Southeastern U.S.

· China sometimes being a major importer while sometimes it was not a major importer. Weather and government policies make all countries “wild cards” in the design and implementation of agricultural policies.  Parcell made reference to an article in the Review of Agricultural Economics describing this situation.

· Changes in demand for meat by type of animal species and its implications for feed grain demands (Tom Hertel articles).

· Potential for changes in demand in Eastern Europe and in China. 

· US companies not investing in processing capacities in U.S. but are investing in China and other parts of the world

h. 
Reference was made to Phil Warnken, professor emeritus University of Missouri, relative to Brazilian soybean production. Investment in soybean production in Brazil is being done not only by Brazilians, but by U.S. companies, individuals and the Japanese.

i.
Soydiesel was reported to be sold in most parts of Indiana. Ethanol is a corn based product. Since diesel fuel emits sulfur into the air, there is a potential value for soy-diesel to enhance the environment.
j.
Yellow fat is a by-product of cooking beef meat. It is periodically collected from fast food restaurants and other institutional food preparation facilities. With proper processing, it can be used to make bio-fuels. 
k.
World trade liberalization will have implications for agricultural markets. Specifically, sugar, if the price drops below six cents a pound ($0.06/lb), will have tremendous negative implications for U.S. sugar production and will create alternative uses for croplands now being used for sugar production.  

l.
Turvey reported on a national poll of 750 consumers regarding the question of what might be the demand shocks associated with a terrorists’ attack.  This was a telephone poll conducted by a professional firm that costs $30,000.  Although the cost appears relatively high in comparison to traditional methods of polling, there were distinct advantages in terms of the speed with which results were available for analysis. The findings from that work indicate that:

· Consumers expect the foodstuffs from the farm to be safe.

· Meat was considered the most vulnerable followed by vegetables. 

· Need for measures of risk perception from diet to death.
· Need for a frame of reference regarding different foods and scares relative to cyanide poisoning, botulism, spatial risk, personal risk, and the hysteresis argument before one returns to cessation of food consumption, 
m.
A GTAP model was used in conducting a foot and mouth disease analysis. Turvey outlined some considerations underlying the derivation of value for estimation of losses including:
1. Biological losses

a.
Probability Assessment

b.
Duration 

c.
Intensity – swift

2. Welfare – Political Economy Model

3. What is the value of the mitigation?

a. 
Response function

i. Intercept value – Do nothing

ii. 100 days – 

1. linear response as standard

2. concave 

3. convex

b. Order of Mitigation

i. Probability of Occurring

ii. Response

iii. Incident Occurring

iv. Clean-Up

4. Turvey’s model can be generalized for all agricultural enterprises.
n.
Turvey noted that linear programming models are good for physical distribution problems, but the problems associated with systemic threats to the food system require more sophisticated models.  

o.
It was observed that hopper railroad cars function as grain storage facilities for the southeast (SE).  This is one of the reasons railroads (RR) don’t want to send their railcars into the SE. The RR could have the SE supplied with grain rather than the SE getting their grain from Brazil due to the arbitrage inherent in shipping costs differentials as between rail from the Midwest and ships from Brazil. It is a matter of capital allocation decisions being made by the RR which are private concerns. Is there a research question inherent in the situation where rail rates are a reflection of RR’s capital investment allocation decision that would provide for rail cars that transport grain into the SE rather than let the SE be supplied with grain by water borne transportation out of South America?  This could be viewed as a security issue in that the national interest would not be served if the SE livestock industries were to become hostage to Brazil. Rather than create models, members of NC-1016 could possibly write “white papers” identifying the issues. 

It was moved by Fruin, seconded by Corrine Alexander and passed by voice vote that the spring meeting of NC-1016 would be held in conjunction with the WCC-72 meetings on June 19-21, 2005 in Las Vegas, NV. Chairman Allen noted that Feb. 5, 2005 was the deadline date for submitting abstracts of papers that were to be presented at the WCC-72 meetings. Abstracts are to be e-mailed to Ruby Ward at ruby.ward@usu.edu.  The June 9, 2004 minutes identified a need for NC-1016, at its next meeting with WCC-72, to reserve at least one full day for its meeting. 
Conley noted that the International Food and Agribusiness Management Association is going to meet in Chicago in June 2005. The registration fee for this meeting is $750. 

It was announced that the AAEA was conducting its annual meeting on July 24-27, 2005 in Rhode Island.
The NC-1016 committee extends its formal thanks to the University of Missouri and to Joe Parcell for providing the meeting room. The committee voted to assess a registration fee of $50. 
Dr. Martin encouraged the members to invite stakeholders for purposes of discerning their views on topics of interests to them as well as to the committee. 
The meeting was adjourned for the day and instructions were given for the next day’s meeting with Monsanto. 

On October 28, 2004, the members of NC-1016 visited Monsanto headquarters in St. Louis between 8:30 a.m. and 1:00 p.m.  In addition to providing the members with a walking tour, various staff members from Monsanto addressed the group and answered questions. Monsanto provided refreshments and lunch. Following adjournment at Monsanto’s, the members returned to the meeting room at the Holiday Inn River Port for a meeting with Mr. Kim Nell, a representative of the American Soybean Board. This organization administers the funds collected by the United Soybean Board (USB) which collects one-half of one percent (0.005) of the selling price of a bushel of soybeans at the first point of sale. Mr. Nell made the following points: 
a.
Identified a set of soybean traits not likely to be around in the future. 

b. The problem with the non-hexane extruder is that, because of the high oil content left in the meal, there must be a market immediately available for the meal. If not, the meal will go rancid. The idea with the non-hexane extruder is that it forces the bean through a small hole. As a consequence, it doesn’t squeeze out as much oil and thus the meal is higher in oil content. 
c. Economies of scale are lost with non-hexane extruder. The cost of soybean meal production from the non-hexane extruder is four times the cost of the meal produced from a conventional large scale hexane plant. 
d.
Commodities lose value fast because of the time value of money.

e. 
Mr. Nell provided the members with a complementary copy of the 2005 Soya and               Oilseed Blue Book.
Mr. Nell’s concluded his presentation at 5:00 p.m. on October 28, 2004.

The meeting resumed at 8:00 a.m. on October 29, 2004 with a discussion and identification of possible future conferences that NC-1016 could affiliate itself with in fulfillment of the outreach expectation of the North Central directors. Future conferences identified at which NC-1016 would have an explicit presence included:
AAEA – American Agricultural Economics Association.  Cal Turvey volunteered to submit a proposal for conducting a symposium on terrorism. He thought that one paper could present the findings from the survey to determine the demand shocks of a terrorism attack. He identified as a potential paper presenter or discussant a representative from the University of Minnesota’s Homeland Security Center.  Corrine Alexander indicated an interest in creating a document addressing farm level responses to a terrorist attack.   
SAEA – Southern Agricultural Economics Association.  Expect announcements in June.  

FDRS – Food Distribution Research Society. Washington, DC. 

TRF – Transportation Research Forum

Various Regional Agricultural Economic Association Meetings.
Dr. Martin encouraged the members of NC-1016 to host a symposium in a couple of years to increase its visibility. The National Corn Growers Association was identified as a possible industry group with which to host such a symposium. 
The need to generate internal grants and possible sources of such grants were discussed. Corrine Alexander identified a NRI grant that she was pursuing with Jason Lusk.  The purpose of the grant is to identify farmers’ risk preferences and to determine if those risk preferences influence any changes in their decision-making philosophies. The NRI grants specify no minimum, but do specify a maximum funding level of $500,000. 

Discussion then turned to objective 2: Identify Risk and Evaluate Economic Effects of Bio-Terrorism on Corn, Soybeans, Rice and Wheat Markets. 

The issue of plant security was introduced during the discussion of the survey of grain handling firms being contemplated by NC-1016. The discussion identified traceability as a non-tariff barrier and the bio-terrorism threat. Regarding traceability, note was taken of known standards existing in the European Union and of the implicit risk-uncertain attributes inherent in the reality confronted by grain handling firms. The competitive position of the US as a consequence of traceability or its absence is a possible researchable issue. Quantifying the costs of traceability is also an issue. The use of biomarkers to introduce traceability would necessitate a change in the technology of the system. Creating a paper in order to generate researchable ideas about biomarkers and their contributions to traceability was identified as a necessary early step. 
Dirk Maier at Purdue who has a Grain Quality and Grain Handling component in his research program that focuses on food grade grains was mentioned as a potential participant in the work of NC-1016.  It was noted that the work of physical scientists working on biosensors has a micro orientation while NC-1016 necessarily has a macro focus. NC-1016 was encouraged to coordinate its work with the Grain Quality Committee because of their interest in food safety at a micro level.  Dr. Martin encouraged contacts with known individuals with that organization to determine if mutual interest exists. He noted that NC-1016 might want to invite Lowell Hill, Dirk Maier and others to attend our meeting. 

Turvey noted that terrorism symposiums were held in Montreal and Denver. The interests of these two groups was focused on the implications of terrorism on bulk commodities. In response to the question of whether traceability would enhance or retard trade, the consensus of these groups was that it would enhance trade because of the confidence traceability assurances build in the minds of people. Turvey observed that traceability may require new tools including queuing theory. 

Regarding the identity preserved grain trade, Larson thinks that numbers might be available with which to conduct empirical research even though less than ten percent (10%) of the grain moves through channels that preserve its identity.

With respect to traceability, there are sets of critical distinctions that need to be made as between: (1) deliberate terrorism acts and natural occurring disease contaminants such as karnal bunt; (2) food grains and feed grains; and (3) the different grains (corn, soybeans, rice and wheat).
There was a discussion regarding whether there had been an earlier IAMA symposium to solicit input from other people regarding the traceability issue. Alexander thinks that maybe the issues have been discussed in terms of identity preservation.
There appears to be merit in formulating a concept piece in the form of a symposium. Phil Kenkel offered to coordinate a set of commodity papers addressing traceability for purposes of more formally discerning the relevant issues associated with traceability. Allen and Houston committed to coordinate papers on technical issues regarding biotracers. Turvey plans to create papers on risk management as it pertains to traceability and to write up proposals for AAEA 2005 to sponsor a symposium. Gauthier committed to look at what might be happening with respect to rice and traceability and  rice and identity preservation. Alexander plans to conduct a literature review on traceability and identity preservation. In addition to an AAEA symposium, it was observed that observations from others could be solicited through the WCC-72 meetings and that papers could be posted on the web site http:grainindustry-nc224.unl.edu. Fruin will seek to post ethanol and bio-diesels published and working papers on this site. 

Other comments offered with respect to the traceability and identity preservation issues included (1) the need to standardize the terminology as between traceability and identity preservation; (2) that Tweeten has written a book on the costs of slow response entitled Terrorism, Radicalism and Populism.  Some of the ideas found in this book might provide a springboard for symposiums; (3) external grant opportunities appear to exist through Homeland Security and the Food and Drug Administration; and (4) anyone becoming aware of grants bearing on NC-1016 research objectives should let others know.

It was noted that the Department of Transportation has individual flow data on commodities. For the Fall 2005 meeting, Allen and Houston are to set up a meeting in conjunction with the Food Research Distribution Society.

Dennis Conley reported that the nominations committee recommended the following set of officers for NC-1016:
· Secretary-Treasurer : Wayne M. Gauthier
· Vice-President : Joe Parcell.

· President: Eric Wailes.  

It was noted that Wailes was presently serving as the chair of S-1016 and might choose to decline. In the event that happens, Don Larson would ascend to the presidency. A motion to accept the recommendations of the nomination committee was made, seconded and passed by voice vote. 
Motions were made and passed to extend thanks to Albert Allen and Bob Oerthman for their services as president and secretary-treasurer of NC-1016 predecessor organization and to send thanks to Monsanto and the American Soybeans Association.
The meeting was adjourned at 11:00 a.m. on October 29, 2004.

Respectfully submitted,

Wayne M. Gauthier

Secretary-Treasurer
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