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MINUTES OF THE SENATE AGRICULTURE COMMITTEE.

The meeting was called to order by Chairperson Derek Schmidt at 8:30 a.m. on February 13, 2002 in
Room 423-S of the Capitol.

All members were present except:  Senator Morris (excused)

Committee staff present: Raney Gilliland, Legislative Research Department
Gordon Self, Revisor of Statutes
Betty Bomar, Secretary

Conferees appearing before the committee:
Ted Zielke, Chairman, Kansas Corn Commission
Jeff Casten, Chairman, Kansas Grain Sorghum Commission
Kenlon Johannas, Administrator, Kansas Soybean Commission
Dusti Fritz, Assistant Administration, Kansas Wheat Commission

Others attending: See attached list

SB 435 - Repealing regulation of livestock remedies law

Senator Corbin moved, seconded by Senator Umbarger, that SB 435 be recommended favorably for
passage. The voice vote was in favor of the motion.

The Committee heard the Annual Legislative Reports of the Commodity Commissions.

Ted Zielke, Chairman, Kansas Corn Commission, stated the grain commissions are currently
proceeding through the first-ever elections of commissioners for Kansas grain commissions. The
Commissions suggest the election process be extended by one month, until the end of November. This
extension is predicated on harvest time and the time involved in getting the petitions filed.

Mr. Zielke stated the Commission utilizes the check-off funds to enhance corn demand and
opportunities with customers. Livestock feed is the largest market for corn and exports is the second
largest market. The Commission leverages its funds with cooperators such as the U.S. Grains Council and
the U.S. Meat Export Federation to gain broader access to international markets. The Commission has
granted funds for feasibility analysis and business plan development to seven Kansas communities that are
currently pursuing potential ethanol plants. The Commission is beginning to develop a new promotion
campaign for fuel retailers and the public highlighting the benefits of using ethanol-blended fuel. (E-10
Unleaded Fuel) (Attachment 1)

Jeff Casten, Chairman, Kansas Grain Sorghum Commission, submitted a copy of the its Annual
Report. (Attachment 2) The annual report to growers shows an overall per acre increase in yield from 59
bushels to 62 bushels. The stability in risk with uncooperative growing conditions still ranks grain
sorghum high with many producers. The Commission is proud of the hybrid and germ plasm
advancement of grain sorghum. The breeding programs at the Manhattan and Hays Kansas State
University stations are the biggest joint public ones in the Nation, primarily because Kansas leads the
nation with about 43% of the total production. The main goal of the breeding programs is to maximize
yield.

The sorghum belt consists of four states: Nebraska, Kansas, Oklahoma and Texas, who are
pooling their limited resources. Nutritional values of grain sorghum will help determine markets and the
directions that certain grain sorghum hybrids can be utilized. The states are also conducting cold
tolerance research which would permit one month earlier planting in Kansas, giving grain sorghum
additional grain fill days and more opportunity for moisture.

Unless specifically noted, the individual remarks recorded herein have not been transcribed verbatim. Individual remarks as reported herein have not been submitted to
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Promotion and education account for 24% of the Commission budget expenditures in FY 2001.
Times have changed and grain sorghum is working on public relations because the feed and food industry
needs to inform consumers before the activists. Domestic market development is another area in which
the Commission is strongly involved. Feed and fuel are the current leading markets. Swine, poultry and
beef rations continue to use grain sorghum to make cost effective and nutritious gains. The Sorghum
industry is proud to be feeding the state’s growing and increasingly diverse livestock industry.

Seventeen percent of the Commission budget was used for international market development.
Approximately 4 of 10 bushels of grain sorghum raised in the United States is exported. Mexico
continues to use the majority of it; however, China, Morocco and the Philippines are viewed as favorable
markets with the restrictions on com. (Attachment 3)

Kenlon Johannas, Administrator, Kansas Soybean Commission, presented the Commission report
in place of Ed Mader, the Chairman. Mr. Johannas stated the Commission collects 2 of one percent of
the net value of a soybean sale of a producer collected by the first purchasers in the state of Kansas; one
half of the funds collected are then sent to the United Soybean Board for national and international
projects.

The number one priority of the Commission is research. Primarily production research.
Developing environmentally friendly products from soybean derivatives helps Kansas farmers and the
environment. The international market development goal is to promote soybeans to potential international
buyers. The largest emphasis area in this category is funding the International Grains Program at Kansas
State University, hosting trade teams to expand the foreign markets for value-added products. The
administration budget includes cost of collections, audits, election and other board expenses.

(Attachment 4)

Dusti Fritz, Assistant Administrator, Kansas Wheat Commission, stated the Commission continues
to focus it energy on research, domestic and international market development, and education. Research
accounted for 27% of the budget. Achievements are: new red wheat variety with wheat aphid resistance
and a reduced risk pesticide that could offer safer more effective storage and pest control; red and white
variety development with pest/disease resistance and higher quality; identifying varieties that could
potentially lead to protection against certain types of cancer; and a video that educates consumer about
biotechnology.

Thirty-six percent of the budget is utilized by participation in international market development
activities. These activities include: the Quality Seal program and its success in Egypt, the top market for
Hard Red Winter wheat, and the Sudan. Kansas is also continuing to work with other wheat states to
work with formally sanctioned markets such as Cuba and Iran. Canada continues to be the main
competitor for the Latin America markets. (Attachment 5)

Ms. Fritz was asked to provide the Committee with a breakdown of its administration costs.

The meeting concluded at 9:25 a.m.

The next meeting is scheduled for February 19, 2002
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The Kansas Corn Commission’s Annual Legislative Report
To the Kansas Senate and House Agricultural Committees
Testimony of Ted Zielke, Chairman

February 13, 2002

Mr. Chairman and members of the committee, my name is Ted Zielke. My family and I farm near St.
Francis, Kansas, and [ am currently serving as the Chairman of the Kansas Corn Commission. I
appreciate the opportunity to appear before you today and present the corn commission’s annual
legislative report. -

Attached with my testimony today, we have also provided you with copies of the commission’s FY
2001 financial audit and the 2001 annual report to producers. This report includes a description of
current projects in the areas of Production/New Use Research, Domestic Market Development, Foreign
Market Development, and Promotion and Education.

Along with the other grain commissions represented today, we are excited to currently be proceeding
through the first-ever elections of commissioners for Kansas grain commissions. The process has been
educational, but we believe these elections, for 2002 in the three central ag-reporting districts, and next
year in the three western districts, significantly expands the number of producers participating in the
commissions’ process. If this committee were to look at any improvements in the election process, we
would recommend extending the time that a commission candidate has to file a petition by one month,
until the end of November.

I encourage you to review in the annual report the various projects in which the Kansas Corn
Commission participates. This evening in Manhattan our commission will begin hearing researcher
and cooperator presentations on numerous topics for potential projects to be considered for funding in
FY 2003. Research and education through Kansas State and the Cooperative Extension Service remain
important ways to support Kansas corn production.

The commission utilizes these check-off funds to enhance corn demand and opportunities with our
customers. Use in livestock feed remains the largest market for corn. Exports remain the second
largest market for corn. The commission leverages its funds with cooperators like the U.S. Grains
Council and the U.S. Meat Export Federation to gain broader access to international markets.

Another significant opportunity exists in the growing use of corn for ethanol production. The
commission has granted funds for feasibility analysis and business plan development to seven Kansas
communities that are currently pursuing potential ethanol plants. Distiller’s grains are important co-
products of the ethanol process and the commission is embarking on several outreach efforts to educate
and inform the livestock industry about the benefits of this high-protein feed. Finally, the commission
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1s beginning to develop-a new promotion campaign for fuel retailers and the public highlighting the
benefits of using ethanol-blended, or as we are promoting, E-10 Unleaded Fuel.

At the Kansas Corn Commission, we continue to move forward on behalf of Kansas corn producers.

Our structure is flexible but also one containing both financial and oversight controls. The other
commissioners and I, and our successors, who will be elected by corn producers, look forward to
continuing these efforts in the years to come.



Kansas Corn Commission

FYO02 Budget
July 2001 through June 2002

Jul '01 - Jun '02

Income
Checkoff Funds
Assessments Received 1,912,000.00
Refunds to Producers -308,000.00
Total Checkoff Funds 1,604,000.00
Interest Received 100,000.00
Total Income 1,704,000.00
Expense
Communications
Annual Report 7,500.00
Elections 15,000.00
Postage 3,000.00
Postage Permit 400.00
Printing 3,000.00
Radio 75,000.00
Telephone 1,000.00
Total Communications 104,800.00
Ethanol Expansion Program
David & Associates 28,000.00
KCGA - Administration 30,000.00
Vehicle, Additional Expenses 27,000.00
Total Ethanol Expansion Program 85,000.00
Ethanol Grain Processors, Ing. 7,000.00
Grants 6,000.00
Hospitality 3,000.00
Meeting Expense 7,500.00
National Ethancl Vehicle Coalit 10,000.00
Office Expenses 5,000.00
Professional Services
Auditing Services 4,500.00
KCGA - Administration 74,000.00
KCGA - Programs 260,500.00
Ks Crop Residue Mngt Alliance 5,000.00
Ks Dept of Ag - Audit 6,000.00
Ks Dept of Ag - Fiscal 2,000.00
Ks Found for Ag in the Class 5,000.00
Ks Grain Transportation Survey 2,000.00
KSU - Research 165,562.00
National Corn Growers Assn.
Core Funding 120,000.00
Portfolic - Biotech £0,000.00
Portfolio - Ethanol 50,000.00
Portfolio - Research & Develop 50,000.00
Portfolio - Transportation 10,000.00
Total National Corn Growers Assn. 280,000.00
Nesika Energy Feasibility Study 7,000.00
Santa Fe Trail Enterprises 7,000.00
Smith Center Ethanol Feasibilit 7,000.00
Undetermined Contracts 162,500.00
Univ of Idaho Trout Project 8,500.00
US Grains Council
Foreign Market Development 300,000.00
Market Access Program 50,000.00
Total US Grains Council 350,000.00
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KANSAS CORN COMMISSICON

Garnett, Kansas

FINANGIAL STATEMENTS
WITH

REPORT OF CERTIFIED PUBLIC ACCOUNTANTS

June 30, 2001

VARNEY & ASSOCIATES, CPAs, LLC
Manhattan, Kansas

& 3



VARNE Y

& ASSOCIATES, CPAs, LLC

August 17, 2001

Board of Directors
Kansas Corn Commissicn
Garnett, Kansas

Independent Auditors' Report

We have audited the accompanying statement of assets, liabilities and net assets - cash basis of
Kansas Corn Commission (a quasi municipal entity) as of June 30, 2001, and the related statement of
activities - cash basis for the year then ended. ,These financial statements are the responsibility of the
Organization's management. Our responsibility.is to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe our audit provides a reasonablé basis for our
opinion.

As described in Note 1, these financial statements were prepared on the cash basis of accounting,
which is a comprehensive basis of accounting other than generally accepted accounting principles.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
assets, liabilities and net assets - cash basis of Kansas Corn Commission as of June 30, 2001, and
the changes in its net assets for the year then ended on the basis of accounting described in Note 1.

\""/wa v{» Rosorts Cppy “-

Certified Public Accountants

Members « American Institute of Certified Public Accountants » Kansas Society of Certified Public Accountans

MANHATTAN 120 N. Juliette Avenue « Manhattan, KS 66502-6092 « 785-537-2202 « fax 785-537-1877
HUTCHINSON ~ 316 W. Lst Avenue = PO, Box 1797 « Hutchinson, KS 67504-1797 = 620-662-3322 » fax 620-662-2528

email: admin@cbiz.com « hitp:/Awww.varmey.com
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KANSAS CORN COMMISSION
Garnett, Kansas
STATEMENT OF ASSETS, LIABILITIES AND NET ASSETS - CASH BASIS
June 30, 2001

ASSETS
Current Assets
Cash
Operations $ (39,721)
Overnight Repo Agreement 1,060,000
CD 1,000,000
TOTAL ASSETS $ 2,020,279
NET ASSETS

Net Assets $ 2,020,279
TOTAL NET ASSETS $ 2,020,279

The accompanying notes are an integral part of these financial statements.
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KANSAS CORN COMMISSION

Garnett, Kansas

STATEMENT OF ACTIVITIES - CASH BASIS
For the Year Ended June 30, 2001

CHANGES IN NET ASSETS
REVENUE
Check-off collections
Refunds
Net
Contract refunds
Interest income
Total Revenue

EXPENSES

Administrative
Communications
KCGA - Administration
In-state travel
Out-of-state travel
Office
Meetings
Hospitality
Grants

Program
KCGA
KS Department of Agriculture
KSU - International Grains
KSU - Research
National Corn Growers Association
Undetermined contracts
US Grains Council
US Meat Export Federation

Total Expenses

DECREASE IN NET ASSETS
NET ASSETS - JULY 1, 2000
Transferred from Kansas Department of Agriculture

NET ASSETS - JUNE 30, 2001

The accompanvina notes are an intearal part of these financial statements.

3

$

$

$ 1,733,501
(269,542)

$ 1,463,959
7,958

59,367

1,531,284

81,925
69,000
10,260
27,350
5,204
4,800
2,015
4,400

214,000
5,749
250,000
347,055
220,000
107,154
350,000
50,000

1,748,912

(217.,628)

2,237,907

2,020,279

Page
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KANSAS CORN COMMISSION
Garnett, Kansas
NOTES TO FINANCIAL STATEMENTS
June 30, 2001

Note 1: Summary of Significant Accounting Policies
Organization
The Kansas Corn Commission is organized as an instrumentality of the state to conduct a
compaign of corn promotion and market development through research, education and information.

Method of Accounting
The financial statements are prepared using the cash basis of accounting.

Income Taxes

The Commission is a quasi municipal entity that is not subject to income tax and, accordingly, no
provision has been made for income taxes. -

Pension Plan
There is no formal pensicn plan.

Use of Estimates
The preparation of financial statements in conformity with generally accepted accounting principals
requires management to make estimates arid assumptions that affect certain reported amounts
and disclosures. Accordingly, actual results could differ from those estimates.
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™ Sorghum Commission

Lot

Kansas Grain ANNUAQ
REPORT

Annual Report

2001

With planted acreage at 4 million

Kansas Sorghum Crop Increases

The Kansas grain sorghum crop
will bring 62 bushels per acre, ac-
cording to the November crop pro-
duction report released by Kansas
Agricultural Statistics Service.
The projection remains un-
changed from the September crop
report.

The projected 2001 yield of 62
bushels per acre is an improve-
ment over last year's average
vield of 59 bushels per acre. The
Kansas sorghum crop suffered un-
usually hot, dry weather during
the growing seasons of both years.

Harvested acreage for sorghum in
Kansas, however, is up dramati-
cally, with 3.75 million acres be-

ing harvested, compared to 3.2
million acres last year. Kansas is
predicted to harvest 232.5 million
bushels of sorghum—43 percent
of the nation’s sorghum crop.

Kansas remains the nation’s lead-
ing producer of sorghum, followed

by Texas with 143 million bush-
els.

Sorghum production will be down
in two of the state’s nine crop re-
porting districts. South central
Kansas production was estimated
at 27.3 million, compared to 32.9
million bushels last year. The dis-
trict’s yields are 42 bushels per
acre, compared to 60 bushels last

(continued on p. 2)
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Commission

Growers To Vote
in Commission
Elections

For the first time, growers will
elect the commission members on
the Kansas Grain Sorghum Com-
mission as well as the corn, wheat .
and soybean commissions. Legis-
lation that privatized the com-
modity commissions included a
provision to change the selection
process from governor-
appointments to elections. The
first round of elections will be
held in early 2002 for the North
Central, Central and South Cen-
tral crop reporting districts.

TO REGISTER TO VOTE:
Forms can be obtained at your
county extension office; county
conservation district office;
Kansas Department of
Agriculture or any of the four
grain commodity commission
offices—corn, grain sorghum,
wheat and soybeans. Or register
on-line at http://www.ks-agr.org/
commod/elections. htm

REGISTRATION DEADLINE:
To vote in the upcoming election,

you must be registered by Dec. 31,
2001.

THE ELECTION: Ballots will be
mailed January 14, 2002 to
growers who have registered to
vote in the North Central, Central
and South Central districts. The
grain sorghum commissioners
currently serving in these
districts are: Roger Oplinger,
North Central; William Luecke,
Central; and John Ratzlaff, South
Central. Luecke filed for election
in the Central District.

The ballots must be postmarked

March 1, 2002. Winners will be

Senate Agriculture Committee
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Jeff Casten leads
Kansas Grain Sorghum
Commission

Quenemo sorghum grower dJeff
Casten is the new chairman of the
Kansas Grain Sorghum Commis-
sion. Casten represents sorghum
growers in the East-Central
grower district. Casten fills the
position previously held by John
Ratzlaff of Moundridge.

The commission elected Greg
Graff as vice chairman. Graff
farms near Marienthal and repre-
sents growers in the west-central
grower district. Stanley Schmitz,
Seneca, was elected secretary-
treasurer. Schmitz represents
growers in the northeast grower
district.

The Kansas Grain Sorghum Com-
mission is made up of nine grower
members from the state’s nine
commission districts. The commis-
sion is responsible for investing
the half-cent per bushel sorghum
checkoff in the areas of research,
market development, promotion
and education.

US Grains Council
VEG Conference
Brings Results!

There has been some good news in
the value-enhanced grains (VEG)
arena, building on the success of
the Council’s third VEG
conference in July. The Grains
Council has informed us several
additional shipments of white
sorghum are planned to Japan in
the coming months. The Council
has led the effort to promote food
uses for white sorghum in Japan.
A Japanese delegation visited the
International Grains Program at
KSU immediately following the
VEG Conference for a course on
sorghum. The KGSC was
represented at the VEG
Conference and helped host the
Japanese delegation at KSU.

f
\

KGSC Sponsors Innovative Program_
That Takes Agricu

The Kansas Grain Sorghum
Commission is a sponsor of the
Kansas Foundation for Agricul-
ture in the Classroom’s new
school assembly program,
“Connecting Kansas Kids, Crops
and Critters.”

Meet Cash, the farm dog; Lynne,
the farmer; and Penny, the
puppy who needs to learn more
about the farm where she was
born. These three make up the
team who play a part in the
school assembly being developed
by KFAC for 3rd and 4th grade
students throughout Kansas. The
assembly, titled Connecting Kan-
sas Kids, Crops and Critters, pro-
vides a hands-on experience for
children who may have had little
personal contact with agricul-
ture. The assembly also provides
a positive teaching model for
teachers who may have never
used agriculture for the context
of their classroom lessons.

There are three components to
this initiative: a pre-assembly
program, the assembly, and a
post-assembly teacher training
session. The pre-assembly in-
cludes publishing a new version
of the Kansas Kids Connection, a
popular KFAC magazine. The
new version will use stories and

—cannecting—
Kansas Kids,
Crops and
Critters

ture to Schools T

games that incorporate relevant
crop and livestock information.
The stories also introduce the
assembly team to students and
their teachers. The second com-
ponent is the assembly. It is de-
signed to be a highly interactive
program that generates enthusi-
asm, provides entertainment
and educates. Students will par-
ticipate in identification, prob-
lem solving, and demonstrations
as they participate in several
games using a popular TV game
show format. The post-assembly
plan provides a teacher training
session where additional agricul-
ture activities and resources will
be distributed and discussed.

The "crops" program is aligned
to Kansas math and science
standards and a separate
"critters" program will be
aligned to economics, geography,
and history standards:

State Sorghum Production Estimates

(continued from p. 1)

year. Southeast Kansas will pro-
duce 18 million bushels, com-
pared to 21.2 million bushels
last year.

The southeast district has yields
of 64 bushels per acre, compared
to 79 bushels last year.

The greatest increase in produc-
tion is in west central Kansas.
This year’s production is pegged
at 36.9 million, compared to 18.6
million last year. The district
increased its harvested acreage
by 220,000 acres, and increased
its yield from 58 to 68 bushels
per acre.

Kansas Grain $orghum Commission Annual Report
Published November 2001 by the Kansas Grain Sorghum Commission

PO Box 243, Paola, KS 66071

Contents copyrighted by the Kansas Grain Sorghum Commission
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What Is the
Kansas Grain Sorghum

Commission?

The Kansas Grain Sorghum Commission was
established in 1977. The commission
determines how the half-cent per bushel
checkoff is spent. Checkoff funds are collected
through the Kansas Department of
Agriculture.

The areas of spending are:

Production and New Use Research
Domestic Market Development
Foreign Market Development
Promotion and Education

Legislation passed in 2000 moved the
administration of the grain sorghum, corn,
wheat and soybean commissions out of the
state government.

Who Is the
Kansas Grain Sorghum

Commission?

Nine growers make up the Kansas Grain
Sorghum Commission. These growers
represent the nine grower districts in the
state of Kansas.

(see leadership directory on page 4)

The commissioners currently serving were
appointed by the Governor. In 2002, growers
will begin to elect the commissioners. The
first round of elections will be held in early
2002 for the North Central, Central and
South Central grower districts.

The administrator of the Kansas Grain
Sorghum Commission is Kevin Lickteig.

The commission’s administrative office is

located in Paola, KS, and can be contacted at
913-294-43 1 4.

FY 2002

This pie chart outlines program areas in which your
checkoff dollars are being invested by the
Kansas Grain Sorghum Commission in Fiscal Year 2002
(July 1, 2001 through June 30, 2002)

Promotion,

Education Research

24% 38%

17%

Foreign
Market

Development Domestic

Market
Development

“—"Production/New Use Research.............. $318,300 (38%)
~ Domestic Market Development............. $173,500 (21%)
international Market Development......... $139,400 (17%)
Promotion and Education..................... $200,400 (24%)

-3-

FY 2001

This pie chart outlines program areas in which your
checkoff dollars were invested by the
Kansas Grain Sorghum Commission in Fiscal Year 2001
(July 1, 2000 through June 30, 2001)

Promotion,

Education Research

20% 34%

19%

Foreign

Market

Development Domestic
Market

Development

Production/New Use Research ............. $301,000 (34%)
Domestic Market Development ............. $233,000 (27%)
International Market Development ........ $163,000 (19%)

(20%)

Promotion and Education $180,000 (20%

RS



KGSC Funded Projects—FY2002

KSU Projects

KSU Agronomy--Dale FJell .............ccoouiiimiiiiiee et $4,000

Grain Sorghum Production in Kansas. Extension and Applied Research

KSU Hays Research and Extension Ce_ﬁier—-Ken BCOTOTH 0000050055 naneme s amemsnmnsemsmsomss s s S5 i $70,000

Breeding Sorghum with improved grain yield, greenbug and virus resistance, and pre-flowering drought tolerance

KSU Agronomy--George Liang ... i it ee et eeeeeeeee e $57,500

Transformation of sorghum for enhanced stalk rot resistance and drought tolerance

KSU Agronomy--Mitch TUIRSIIA ... ueueeesceeeesieeteesis et $55,000

Breeding Grain Sorghum for improved dryland production

KSU Agronomy--Kassim Al-Khat1b$12,800

Improving the crop safety and weed control efficacy of Ally-based herbicide programs for grain sorghum.

KSU Southwest Research Center--Alan Schlagel.........oc.oevuorveeeuormooesoeeeeeeeoeooooooo $12,000

Irrigated cropping systems to reduce irrigation water use and groundwater depletion while sustaining profitability.

KGSPA—Promotion, Market Development, EdUcation ..o $130,000

NGSP—Market Development, Promotion, EQUCAtON...........uc.oveevevieeovoeeeeeoeooooooo $217,000
Economic analysis of 2002 Farm Bill ..........cccoueeiuueiimineneoe it $25,000
Multi-State Research: Food & Nutritional and Cold Tolerance ............ooooooooeovooooooo $80,000

US Grains Council—International Trade Programs$127,000

US Meat Export Federation—International Trade Programs ... $10,000
Kansas Ag. in the Classroom—Education Programs ...............cco...oooocoommoemcoooo $25,000
Ag Statistics Transportation SUIVEY ..........uweu.cceeeeeueersreesesesne oo seeesseesees oo oeoeooeooeoeoeoeoooe $2,000
Midwest-US Japan CONfErence ...........cowwiwmwiiiieiceeiienssioessee oo $2,400
KGFA TAL Program, Grain Grading Schools & Conference ... $1,900

LATE FY2001 AWARDS (not in last report)
KCARE--William Hargrove.........oocevuiceoiiociiiieeeii oo $55,000

Integrated Agricultural Management Systems: Using BMP’s to improve the quality of Kansas surface water

KSU Agronomy--Kassim Al-Khatib AGronomy..........ccoouoevooivoeeeeseeeoeoecoeoeoeoeooeeeooooooooeoooo £12,000
Improving the crop safety and weed control efficacy of Ally based herbicide programs for grain sorghum

Kansas Foundation for Agriculture in the Classroom .........cco...ooooovooovveeiooeoseooooeeooooo 25,000
Ethanol Feasibility Study Grants

McPherson Ethanol ..o $5,000
Sl e BT o W —————————— $5,000
East Kansas Agri Energy, Garnett...............cc..cooiuiirirniirioieieeceeoesoe oo $5,000
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v...earch—Making sorghum more profitable for the future

The Kansas Grain Sorghum
Commission funds sorghum
research through traditional
university funding and by
participating in a multi-state
research effort coordinated
through the National Grain
Sorghum Producers.

In FY2002, the commission in-
vested 137,300 in research pro-
jects at Kansas State University.
Much of the work at K-State is in
the area of sorghum breeding.
Three research projects are work-
ing on breeding sorghum with im-

“

proved yield, greenbug and virus
protection, resistance to stalk rot
and improved drought tolerance.

This research funding is vital be-
cause sorghum is considered a mi-
nor crop and corporate research is
not as aggressive for the crop as it

is for major crops like corn and
soybeans.

NGSPA coordinates the Multi-
State/Multi-Disciplinary Research
Project which allows projects to
be funded at a higher level to
cover long-term, more comprehen-

sive research initiatives. These
research efforts are focusing on
areas like sorghum utilization
and cold tolerance. Promising re-
sults are being seen from the
utilization research as it focuses
on the nutritional values of types
of grain sorghum.

Research funded through the program
has found that sorghum has unique
properties that make it well suited for
food uses. It is rich in antioxidants and,
because it is gluten-free, it is an attrac-
tive alternative for people who cannot
tolerate gluten.

Promotion and Education— Teaching kids and consumers about sorghum

Hold up a head of grain sorghum
and ask a group of fourth graders
from a rural area to identify it.
You might be surprised at their
answers. Even though Kansas is
the leading sorghum producer and
the crop is easily identifiable from
the road, grain sorghum has an
identity crisis. The Kansas Grain
Sorghum Commission works with
the Kansas Grain Sorghum Pro-
ducers Association to teach school-

m

children about sorghum and’
about the importance of agricul-
ture to the state.

The commission also funds efforts
by the Kansas Foundation for Ag-
riculture in the Classroom . The
Connecting Kansas Kids, Crops
and Critters program is an inter-
active school assembly program.
See page 3 for more information
on KFAC's assembly program.

The KGSC also promotes grain
sorghum to buyers of both feed
and fuel. The commission works
with KGSPA attending farm
shows and ethanol promotion .
events. Most of the ethanol pro-
duced in Kansas is made from
grain sorghum. The commission
and association work to educate
consumers about the benefits of
10 percent ethanol unleaded gaso-
line.

Domestic Market Development— Working to grow markets for the 3 “fs"

Feed, fuel and food—these are
sorghum’s three leading markets.

Feed

Most of the sorghum grown in the
US 1s used to feed livestock.
Thanks to our state's livestock
feeding industry, our feed mar-
kets for sorghum are strong. Work
continues to promote increased
use of sorghum in feeding rations
in the state’s growing and increas-
ingly diverse livestock industry.

m

Fuel

Ethanol production is growing
rapidly in the US and in Kansas.
Grain sorghum is the grain of
choice of the state’s ethanol pro-
ducers.

A new ethanol plant in Russell
will soon be on line, creating a
market for 9 million bushels of
sorghum and corn annually.
Other plants are being planned
throughout the state.

International Market Development

The Kansas Grain Sorghum Com-
mission works with the US Grains
Council and the US Meat Export
Federation to increase exports of
sorghum as well as sorghum-fed

7/ meat.

Why are exports important to
Kansas sorghum growers? Forty
percent of the US sorghum crop is

exported every year. Kansas pro-
duces 40 percent of the nation’s
sorghum crop every year. US sor-
ghum also makes up over 85 per-
cent of the world’s sorghum trade.

The US Grains Council, with of-
fices throughout the world, works
to build international markets for
US sorghum.

Food

We think of sorghum as a feed for
livestock, but in many countries
consider it is a staple food for peo-
ple. The KGSC works with the
National Grain Sorghum Produc-
ers to increase the market for food
use sorghum, especially in the
area of snack foods and nutritious
functional foods. Sorghum is also
gluten free, making it valuable to
people who cannot tolerate gluten
in their diets.

Meat exports have seen a dra-
matic increase in the past decade
and continue to grow. The US
Meat Export Federation builds
export markets for our meats that
are fed with US grains like grain
sorghum. Whether it's grain or
grain-fed meat, these two organi-
zations increase markets for sor-
ghum

A&



Commission/Association—What's the Difference?

Kansas Grain Sorghum Commission

Kansas Grain Sorghum Producers Association

Requested by growers and established by Kansas statute to
operate the state’s half-cent per bushel grain sorghum checkoff.

Established by growers who wanted a voice in legislative,
regulatory and other issues.

Activities of the commission are funded by the grain sorghum
checkoff collections.

Activities of the association are funded by membership dollars
and grants.

Commission is made up of nine growers representing the nine
crop reporting districts of Kansas designated by the Kansas
Agricultural Statistics Service.

Association board is made up of 12 members representing the
nine crop reporting districts and three regional growers
associations.

Current commission members were appointed by the Governor.
A new statute governing the commissions has established a
process to hold grower elections for commission members. The
first elections will be held in early 2002 for the north-central;
central and south-central districts.

Association board members representing the nine districts are
elected by association members at the annual meeting when the
term of the current member ends. The regional association
representatives are elected to serve on the association board by
the regional associations.

The commission does not engage in legislative activities.
Checkoff funds may be spent for market development,
promotion, research and education efforts.

The association represents growers in legislative issues on the
state and national levels. Legislative efforts are funded through
membership dues.

The Kansas Grain Sorghum Commission contracts with other
entities that provide services in the areas of research, market
development, promotion and education.

The Kansas Grain Sorghum Growers Association has a contract
to provide market development, promotion and education

Phone: 913-294-4314; e-mail: lickteig@micoks.net

District Map

Kansas Grain Sorghum Commission

...... 785-462-7708
...... 620-379-4677
...... 620-275-6792
...... 785-428-3504
...... 785-628-2603
...... 620-543-2571
...... 785-336-3368
...... 785-759-3520
...... 620-251-2100

Dist. 1 (NW) .. Lynn Goossen ............. (7515 SN
Dist 2 (WC)... Greg Graff.................. Marienthal ...........
Dist. 3 (SW)... Donald Rome .............. Garden City..........
Dist. 4 (NC) ... Roger Oplinger ........... Jewell....................
Dist. 5 (C) ... William Luecke .......... Hays...coooooovei.
Dist. 6 (SC).... John Ratzlaff ............ Moundridge...........
Dist. 7T (NE) ... Stanley Schmitz ......... Seneca:
Dist. 8 (EC) ... Jeff Casten.................. Quenemo ..............
Dist. 9 (SE).... Dwayne DeTar............ Coffeyville.............

Administrator: Kevin Lickteig, PO Box 243, Paola, KS 66071:

services to the commission.
Kansas
GRAIN
SORGHUM
] Commission

KGSC Officers

Chairman
Jeff Casten, Quenemo

Vice Chairman

Rawling

Greg Graff, Marienthal

=====

Secretary-Treasurer
Stanley Schmitz, Seneca

.....

Srationd

Kevin Lickteig, Administrator
PO Box 243

Paola, KS 66-71
913-294-4314
e-mail: lickteig@micoks.net
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V. ade Mission Takes Kansas Sorghum Grower to As. ..

Stanley Schmitz, a Seneca
sorghum grower, joined a two-
week trade mission to Asia in
July, sponsored by the U.S. Grains
Council. Along with sorghum
producers from Nebraska and
Texas, Schmitz visited dJapan,
China and the Philippines to
assess the state of the sorghum
market there and to meet with
current and potential customers.
Schmitz represents the northeast
district growers on the Kansas
Grain Sorghum Commission.

Japanese Food Use

For the last three years, the
Grains Council and the U.S.
sorghum industry have been
working to promote sorghum for
food use in Japan. While in Tokyo,
Schmitz and other mission
participants were able to see the
results first-hand. They visited the
production facilities of Tohato Inc.,
a food manufacturer that recently
introduced a new snack made
from U.S. white sorghum. The
group also attended a sorghum
seminar organized by the Council
for Japanese food industry
representatives in Japan.

“The people we talked to in Japan
knew about milo and its qualities.
Japan is already our Number 2

buyer,” Schmitz said. “They’re up
and running and they know what
milo can do for them. [ really
believe the next big step in Japan
is the white food grade milo, and
through the program with the
National Grain Sorghum
Producers, we're poised to meet
that need.”

China Market is Promising

While in China, Schmitz and his
colleagues visited two large
commercial swine farms to learn
the results of Council-sponsored
feeding trials. The trials
demonstrated clearly that
sorghum could be a successful
ingredient in swine rations.

Schmitz reported that the
Council would continue to work
with the local feed industry
associations and swine producers
to tackle import duties and the
value-added taxes that continue
to be a challenge for imports of
US sorghum to China.

Philippines Look at Poultry
and Swine Uses

In the Philippines, the group
heard from grain traders about
the country’s need for grain
imports, and learned the results
of successful sorghum feeding

Sorghum Snack Is a Hit in Japan

An important export market to the US and Kansas sorghum in-
dustry may soon expand as more interest develops in the use
of sorghum for food products in Japan. A three-year effort by
the US Grains Council has led to the introduction of sorghum
snack foods to Japan, one of the top importers of US sorghum.
The Kansas Grain Sorghum Commission supports efforts by
the US Grains Council to increase exports of sorghum.

The Council provided samples of U.S. white sorghum for Japa-
nese millers to process into flour. Japanese snack food proces-
sors then used the flour in research and recipe development.
After extensive milling and baking tests, the Council presented
the results to nearly 50 Japanese nutritionists, snack food
manufacturers and trading companies last year. These efforts
. | led to the commercialization of a new vegetable-flavored snack
chip that hit grocery store shelves this summer. The Council's
ongoing education and marketing efforts mean that additional
-sorghum snacks will soon come to market as well.

-7-

trials in poultry and swine. The
participants learned that
continued market education
programs in the Philippines are
essential to the integration of US
sorghum into feed rations.

High import duties and the large
number of small meat producers
are the greatest challenges facing
US sorghum imports in the
country.

“When we went out to visit the
feeders, they knew about milo
and knew milo was a high quality
feed for them. They're ready to
buy it when it's at the same price
as the other feeds they use.”

KGSC/USGC Work to Build
Foreign Markets

The Kansas Grain Sorghum
Commission has been working
with the US Grains Council to
promote the use of grain sorghum
in the Philippines. A Philippine
trade team visited Kansas last
summer. Results of recent
feeding trials conducted in the
Philippines were very positive,
Schmitz said.

“Milo tests were done with pork,
egg production and chickens. In
every one, milo came out with
flying colors. A booklet with those
results 1is being distributed
throughout the Philippines,” he
said.

“The mission gave us a clear
picture of what factors contribute
to sorghum's marketability for
both food and feed in the huge
Asian market. We've still got
some challenges to address, but
it's obvious that our ongoing
market development efforts in
that part of the world are paying
big dividends for our growers,”
Schmitz noted.

The U.S. Grains Council is a
private, non-profit partnership of
farmers and agribusinesses. With
the support of organizations such
as the Kansas Grain Sorghum
Commission, the Council works
to build and expand international
markets for U.S. grain sorghum,
corn, barley and their products.
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~ ‘owing Ethanol Production Continues to
Spur Demand for Grain Sorghum in Kansas -

Hoxie, McPherson, Ulysses, Scan-
dia, Garnett, Smith Center,
Washington, these are some of the
Kansas communities considering
building ethanol plants.

A 30 million gallon per year etha-
nol plant in Russell recently be-
gan operation, nearly doubling the
state’s ethanol production. Com-
bined, the four original plants pro-
duce about 40 million gallons per
year. ?Also, at least of two of the
state's existing ethanol plants are
considering expansion.

Why is ethanol growing? Ethanol
demand 1is increasing dramati-
cally because the petroleum-based
fuel oxygenate MTBE is being
banned in many states and cities
because of groundwater and
- health concerns. Ethanol is the
logical replacement for MTBE.
The state of California is phasing
out the use of MTBE and that
market alone will create a de-
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mand for over 300 million bushels
of grain.

Many Kansas communities be-
lieve they have the grain supply,
transportation, and market for
the byproduct of ethanol produc-
tion, distillers grains—a valued
livestock feed. Several grower-
based groups have used an etha-
nol pre-feasibility study and tem-
plate funded by the Kansas Grain
Sorghum Commission, Kansas
Corn Commission and Depart-
ment of Commerce and Housing
and coordinated through the Kan-
sas Grain Sorghum Producers As-
sociation and Kansas Corn Grow-
ers Association.

A new incentive for new ethanol
production has also sparked inter-
est. The ethanol production incen-
tive bill signed this summer by
Governor Bill Graves will help in-
crease the demand for grain sor-
ghum and possibly offer growers

value-added opportunities. The
bill will extend the five cents per
gallon incentive for existing etha-
nol producers for three years, and
will add a 7.5 cents per gallon in-
centive for new ethanol producers
for seven years. The total ethanol
incentive program for both new
and existing production is capped
at $3.5 million per year.

The state now has five ethanol
plants, located in Colwich, Leoti,
Garden City, Atchison and Rus-
sell.

Ten percent ethanol unleaded
gasoline is good for your vehicles,
good for the environment and is
made with ethanol from our Kan-
sas farms. Ethanol also reduces
our dependence on foreign oil.

If 10 percent ethanol unleaded -

gasoline isn’t available in your
area, ask for it! If it is available,
fill it up!
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Members of the Committee:

['am Jeff Casten, Chairman of the Kansas Grain Sorghum Commission. I am pleased to
present this annual report of our campaign of grain sorghum promotion and market
development. This is actually our first report to you after a full cvcle of business. The
Commission is pleased that things are going smoothly, and that the advantages of
privatization are coming to fruition. Interest earnings, efficient overhead, and flexibility
with contracted projects have helped magnify our producer’s investments. Support for
our programs are widespread. Overall support may best be shown in our last fiscal year’s
numbers. 92.7% of the voluntary check-off support was allowed to be invested into our
programs. This percentage is a stable number with little deviation in the past five years.
Grain sorghum harvested acreage for this current fiscal vear is up and producers are
obviously choosing it because of profit potential and risk management.

Presented first in our section of the notebook is our annual report to growers. It
highlights the acre increase to let grain sorghum growers know the benefits of this crop in
rotations in Kansas. Also highlighted is the overall per acre increase in yield from 39
bushels to 62 bushels. 2001 weather conditions were similar if not more stressful than
the 2000 growing season, yet grain sorghum maintained and improved yield. The
stability in risk with uncooperative growing conditions still ranks grain sorghum high
with many producers. Our Commission is particularly proud of the hybrid and germ
plasm advancement of grain sorghum. The report on the inside pages detail our
expenditures. Over one-third our spending went into production and new use research.
The public sector has been leaned heavily on in the past and even more so with the
private company consolidations of the past few years. The breeding programs at the
Manhattan and Hays Kansas State University stations are the biggest joint public ones in
the nation. That’s because Kansas leads the nation, with about 43% of the total
production and the industry relies heavily on us. Our main goal of the breeding programs
1s to continue maximizing yield. Our breeders joke that surveys of Kansas growers show
improving yield as the top three items on every wish list. We also work on drought stress
like what Kansas endured in 2001 both pre-flowering and post. Stalk strength and its
ability to stay standing is also a priority. Greenbug resistance is tracked and also made
available to private seed companies. Our Commission currently supports the only
sorghum biotechnology work being done in the nation.

We have used a unique funding vehicle in the past two years for our new use research.
The sorghum belt consists basically of four states and pooling their limited resources
allows projects to be funded at a higher level to cover more specific, longer-term
research. Nutritional values of grain sorghum will help us determine markets and
directions that certain grain sorghum hybrids can be utilized. There has been little grain
sorghum consumed by humans in the United States in the past. This research will help us
target the assets of our cereal grain and help sell it to consumers. Another multi-state
project is the cold tolerance research. This is labeled new use because we are attempting
to increase early seedling vigor in cooler soils. In Kansas, one month earlier planting will
give grain sorghum additional grain fill days and more opportunity for moisture.
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Along with increasing outputs, some of our research focuses on reducing inputs for
Kansas producers. We are working on making more herbicides available, giving more
options as well as driving down costs through competition. Water quality and supply
projects are also funded to help Kansas producers stay on the cutting edge in managing
our valuable resources.

Promotion and education accounted for 24% of our budget expenditures last year. With
all the changes taking place, we worked on informing our producers throughout our first
year and about the elections. We devoted a third of our front page on the importance of
the elections. All the research I mentioned previously needs to be passed on to insure all
Kansas producers the opportunity of increased profitability. We are at all major farm
shows, conferences, and gatherings. We look forward to those venues for interaction and
direction from the producers. We have also invested in consumer education. We are
pleased to fund with other Kansas commodities, the Kansas Agriculture in the Classroom
programs. Teaching future consumers and teachers about the importance of agriculture
in their lives is an investment that will reap valuable returns in the future. Times have
changed and grain sorghum is working on public relations because the feed and food
industry needs to inform consumers before activists do.

Domestic market development is another important area I would like to mention. The
Commission feels strongly that the $173.500 spent here, will multiply in the Kansas
economy. Feed and fuel are our current leading markets. We do not want that to change.
Adding value to other Kansas products helps our Kansas economy, especially in rural
areas that comes back to help our producers’ schools and communities. Kansas ethanol
plants have always used grain sorghum if available, and putting money into feasibility
studies for four potential plants scattered throughout Kansas will help grain sorghum
prices. The new Russell plant will use 9 million bushels of feed grains. Grain sorghum
prices have increased in the northern half of Kansas to the price of corn in the past two
years. Traditionally grain sorghum is 80% of the price of corn, but Nebraska’s ethanol
and pet food market has netted an additional 40 cents a bushel. Making grain sorghum a
viable alternative in cropping plans. Swine, poultry, and beef rations continue to use
grain sorghum to make cost effective and nutritious gains. We are proud to be feeding
the state’s growing and increasingly diverse livestock industry.

Finally, 17% of our budget went into international market development. About 4 of 10
bushels of grain sorghum raised in the U.S. is exported. Though Mexico continues to use
most of it, there are future corn concessions. We are aware of those future changes and
see China, Morocco, and the Philippines as favorable markets with corn restrictions.
High prices compared to corn have caused slippage in the Japanese market, but recent
food grade success may spur a higher value non-commodity use of white tan plant grain
sorghum. Food grade research work in the past ten years helped fuel this rapid
development since the star link corn controversy hit. We also invest in the U.S. Meat
Export program. Selling Kansas beef and pork overseas benefits sorghum producers
maybe even more than straight grain exports.



Details of all these programs are mentioned in the report if you need anything else.
Following that is our annual budget and our audited financial reports from Varney &
Associates. The budget was again decreased this year, but in an attempt to maintain
programs we utilized some of the reserve built up in the mid-1990°s. The flexibility that
farmers implement in planting has led to major acreage shifts. Our goal is to try to even
out the peaks and valleys and maintain a steady course. We are pleased with the results
of the audit and have implemented the recommendations of the auditors. The auditor was
selected on the basis of their experience and knowledge of similar entities. They supplied
valuable instructions to our bank on the requirements of the law in investments. We have
continued using the Department of Agriculture for audits and enforcement of first
purchasers as well as other services covered under our agreement. A retirement at the
research administration level at Kansas State has opened a new change in how research
priorities are viewed. This change will be advantageous for the future vision of ten plus
vears from now. In an effort to continue managing our business, we are currently in the
process of evaluating our administrator and reviewing our vision and mission statements.
We are looking forward to the first elected commissioners to join us and help us move
into the future.



Kansas Soybean Commission
' February 13, 2002
Report to the Kansas Legislature

My name is Ed Mader, I am a soybean farmer from Garnett and the current Chairman of
the Kansas Soybean Commission.

The Soybean Commission unlike the Corn, Wheat and Grain Sorghum Commissions is
part of a federal checkoff program. The Kansas Soybean Commission has been
designated as the Qualified State Soybean Board for the state of Kansas by the United
Soybean Board (USB), the national checkoff board authorized by United States
Department of Agriculture under federal legislation approved by Congress. The Soybean
Commission collects %z of one percent of the net value of a soybean sale of a producer
collected by the first purchasers in the state of Kansas. We then send ¥ of the funds we
collect to the United Soybean Board for national and international projects. In FY 2001
we had two national directors serving on the USB. Seven soybean farmers volunteer
their time to serve on the Soybean Commission.

The materials included in the notebook you received, provide details on the programs and
projects we funded in FY 2001.

The number one priority of the Soybean Commission is research, primarily production
research. We look at breeding, production, and environmental programs that focus on the
most economical and efficient cropping systems with minimal impact on the environment
including best management practices, crop protection and pest management.

Our Research program also funds new uses research at Pittsburg State and Kansas State
Universities. Developing environmentally friendly products from soybean derivatives
helps our farmers and the environment.

Our International Market Development goal is to promote soybeans to potential
international buyers. The largest emphasis area in this category is funding the
International Grains Program at Kansas State University. Projects such as promoting
Kansas-grown soybeans overseas or hosting trade teams to expand the foreign markets
for value-added products are within this program area.

Our Consumer Education program includes promoting the acceptance of new uses for
soybeans such as biodiesel and educating the public on the ease of preparing healthful
foods with soy. The consumer information category is also responsible for our school
education programs. .

Our Producer Communication program deals with the dissemination of information to
producers and industry. Weekly radio farm reports, newsletters, and attendance at farm
shows and district meetings are all included in this category. We strive to get the latest
most relevant information to our producers.
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Our administration budget includes the cost of collections, audits, elections, and other
board expenses. , The Soybean Commission has an outside, accredited accounting firm
audit its financial records each year. This ensures checkoff dollars are being spent
according to acceptable efficient business practices. We are also periodically audited by
the United Soybean Board for compliance to the national checkoff.

We are please to give you this brief synopsis of our program. Additional information and
details on programs and specific projects are available at your request.

Thank you.
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Chairman Schmidt/Johnson and committee members, my name is Dusti Fritz, and
I am the Assistant Administrator of the Kansas Wheat Commission. Thank you for the
opportunity to be here today. First I would like to pass along greetings from Chairman
Bruce Wilkens, Scott City and Administrator David Frey. They are representing Kansas
at a Middle Eastern wheat buyer’s conference in Egypt this week and could not be here
today. I would also like to recognize another member of the KWC staff that is here
today. Justin Gilpin is the project coordination and has a background in flour milling.
We are very fortunate to have him on staff.

We have provided a summary of activities from FY 2001 in your folder and I
would like to give a brief overview this morning/afternoon.

The Commission’s focus continues to be research, domestic and international
market development, and education. It is through these areas that our mission is to
increase wheat producers’ productivity and profitability.

I would like to begin with the financial situation of the Kansas Wheat
Commission. 2001 marked the first-ever financial audit and it concluded that the
Commission is on solid ground financially. It was also concluded that our financial
statements that are prepared monthly accurately reflect this position. The year-end
financial statement can be found on page 2 of the report.

This past year was filled with many exciting events. One that was most exciting
was the Image Awareness Campaign. With the restructuring of the Commission, our
board of directors wanted to better position the KWC for a new era of industry advocacy.
This campaign featured a new logo and positioning statement to raise the level of pride in

Kansas wheat. The logo is a wheat kernel that symbolizes the grains fundamental
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importance as a staple food and as an economic cornerstone to Kansas wheat producers
and residents. The sunburst that surrounds the wheat kernel represents the life giving
power of wheat and its far-reaching economic significance around the world. The new
logo and new positioning statement “Kansas Grown. Kansas Good.” illustrate pride in
the state’s largest export commodity.

Other noticeable changes include a more efficient and effective way of reaching
producers with quarterly newsletters and direct post-card mailings, which informed them
of KWC activities.

Research accounted for 27% of the budget. Highlights of this past year are a new
red wheat variety with wheat aphid resistance and a reduced risk pesticide that could
offer safer more effective storage and pest control. Red and white variety development
with pest/disease resistance and higher quality factors continues to be a high priority for
these research dollars. Two new and exciting projects are identifying varieties that could
potentially lead to protection against certain types of cancer, and a video that educates
consumers about biotechnology.

Kansas wheat producers participate in international market development activities
on the national level more than any other wheat producing state and these activities
accounted for 36% of the budget. The federal government at a rate of more than 2 to 1
leverages this participation. Some of the highlights include: the Quality Seal program
and its success in Egypt, the top market for Hard Red Winter wheat, and Sudan. Sudan is
a formerly sanctioned market and because of this program is now buying HRW wheat. In
addition, Kansas and other wheat states continue to work with formally sanctioned

markets such as Cuba and Iran to understand the markets and logistics for U.S. wheat



sales. HRW states worked with USDA and they have agreed to purchase cleaner wheat
for food aid donations. Also, there has been a unified effort from all segments of the
wheat industry to work with overseas customers in preparation for commercializing
genetically modified wheat.

I would also like to briefly share a summary from a recent study on the impact of
international marketing and technical service in Latin America. This study was
conducted on behalf of wheat producers and clearly identifies the value of this type of
work. The report states that U.S. technical service makes a significant ditference both
positively and negatively to market share: if technical service is offered, market share
increases significantly; if technical service is withheld, market share declines. It was
estimated that for every $1.00 invested in technical marketing service provides $20.00
return in sales.

Kansas wheat producers have been the leader in provided international market
development right here at home as well, with the International Grains Program, Kansas
State University. With the help of all Kansas producers, IGP provides a venue to educate
buyers, processors and business executives from around the globe about the U.S.
marketing system and U.S. commodities. In addition, KWC also hosts more than 13
trade teams from around the globe each year.

And we must not forget the domestic market. About half of Kansas wheat

production is consumed in the United States, therefore domestic market development at

the state and national level is essential. These activities accounted for 22% of the budget.

Producer participation at the national level is also matched by other industry

participation. Priorities include: increasing wheat foods consumption in the U.S.,
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educating the general public, U.S. policy-makers and food regulators about the nutritional
value of grains, folic acid and its role in birth defects, and combating fad diets.

In Kansas, a primary focus has been working with Kansas Foundation for
Agriculture in the Classroom and other commodity groups to develop educational
materials for 4" graders about the top five crops grown in Kansas.

In conclusion, 2001 was both an exciting and challenging year for the Kansas
wheat industry. FY 2002 is proving to be much the same with the first wheat sale to
Cuba in 40 years, HW wheat acreage, the continued threat of Karnal bunt, and consumer
acceptance of GM wheat.

Thank you again for this opportunity and at this time, [ will address any questions

you might have.
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By Bruce Wilkens, Chairman
Scott City wheat producer

ut just how quickly change can come into

our lives and the world. In spite of change,

we must remain focused on our mission and

continue to be proactive in our adaptation to
change.

T’ne tragic events of September 11, 2001 point
0

Our new mission statement states, “To in-
crease wheat producer productivity and profit-
ability through research, education and
domestic and international market develop-
ment.” You will notice there is no reference to
the price of wheat. We are all discouraged with
continued low prices but must be focused on ar-
eas that we can influence to increase our prof-
itability.

Kansas Wheat Commission has adopted a new
logo, and our goal is to raise the level of pride in
what we produce, which in return will be appar-
ent to the world that Kansas wheat producers
“are giving the world our best.”

In our financial statement, you will see what
a big change it has been for the KWC to have
control of your investment. Over $250,000 has
been gained from our residual investment fund
this year. We have always recognized the need
to maintain a cash reserve so that year-to-year
research and other long-term activities will not
be jeopardized by short-term production varia-
tions. But this is the first year we have captured
a return on your future investment. We are
pleased to report that the audit of your business
shows that the transition has been a success.
We should recognize and give credit to the staff
of KWC for a job well done.

We continue to raise the awareness of the im-
portance of change in the world market to the
Kansas wheat producer. One opportunity we
have for market growth is in Hard White wheat.
You have helped develop this wheat through re-
search investments. You have helped quantify
market demand through your investment in in-

ternational market development. With the vari-
eties we have helped develop, we can now be
assured top of the line production with a new
class of wheat that can and will help us capture
new markets in the world. We, as farmers, must
not squander this opportunity for change. In an
increasingly competitive export market, Kansas
farmers must be willing to risk change for the
reward of new markets.

The Commission continues to place a high
priority on wheat research with your check-off
investment. The value of the investment is clear
when more than 75% of the wheat planted in
Kansas is K-State varieties you helped develop.
There are many challenges to overcome; Karnal
bunt would be but the latest challenge we face.

On the domestic front we face fad diets. We
continue to support what separates fiction from
facts — that wheat products should be the im-
portant base in our diets. We were also instru-
mental in support of the Agriculture in the
Classroom educational program, which ad-
dresses the importance of agriculture to school
children. So much of our future hangs on public
understanding of the value of agriculture to the
U.S. economy.

We are on the very doorstep of change in the
way we greet and train foreign buyers through
your investment in the International Grains
Program at KSU. This next year will witness
groundbreaking for a new IGP building along with
new milling facilities at KSU. This is a much-
needed change in which you have invested over
$1 million. This will influence students and buy-
ers for decades.

We, as Kansas wheat producers, can take pride
in our proactive posture to the future. We strive
to not just be reactive to change, but to influ-
ence and make change happen that will insure
our future. Take pride in being a Kansas wheat
producer.

Kansas Wheat Commission / 1
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Kansas Wheat Commission
| Financial Statement
July 1, 2000 to June 30, 2001

Beginning balance $3,218,954.00 &

Wheat assessment collected 3,598,010.00 =
Other income s 85,023.00

(sales of promotional items, returned
research dollars, operating activities
reimbursed expenses, etc.)

Interest income e 253,100.00

$7.155,087.00
Refunds to producers -8$301,425.00
FY 2001 expenditures -3,431,064.00
Ending balance $3,422,598.00

Budgeted for FY 2001
$3,471,392

International
Market
Development

Administration {5
4%

Communications

Projects
11% Research
Projects
27%
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Image Awareness

Campaign

Since the recent change the Kansas Wheat
Commission made out of state government and
into the private sector, many alterations have
taken place. This better positions the KWC for
a new era of industry advocacy. It also comes
with a new logo, positioning statement and a
new image.

The newly adopted logo is one of the most no-
ticeable changes. It carries a positioning state-
ment to illustrate pride in the state's largest
éxport commodity. The logo wheat head sym-
bolizes the grain’s fundamental importance as

a staple food and as

an economic cor-
nerstone to Kansas
growers and resi-
dents. The sun-
burst radiating
outward represents
the life-giving
power of wheat as a
food and its far-
reaching economic
significance in
America and
around the world.

The State of Wheat

The KWC has recently changed the way it
distributes its newsletter. In the past it was
printed and mailed directly to nearly 30,000
Kansas wheat producers. Now, it is a compo-
nent of Kansas Farmer magazine. It is printed
as a part of the magazine in full color. It now
goes to every household that receives Kansas
Farmer, including wheat producers and other
commodity and livestock producers. By collabo-
rating with Kansas Farmer on the newsletter,
the Kansas Wheat Commission has been able
to save money and produce the newsletter on
a regular, quarterly basis.

Direct Mailings

This year, the KWC did two postcard direct
mailings. The first postcard announced the
development of the new logo, encouraged pro-
ducers to visit the website, and allowed them
to register for a chance to win a free KSU foot-
ball package. The other promoted that Kansas
wheat is a staple food throughout the world and
included window sticker.

Web Site

The Kansas Wheat Commission’s web site,
www.kswheat.com, receives an average num-
ber of 50,000 hits per month. The average time
spent online is approximately 10% minutes
with the most popular area being the facts sec-
tion. Other popular sections include news, links
and recipes.

Wheat Scoop & Bread Bytes

The Wheat Scoop is a weekly feature article,
with three topics each week. The topics focus
on wheat news, international market develop-
ment, research and domestic issues. It is dis-
tributed on Wednesday of each week. Fourteen
radio stations in Kansas request copies of the
audio version, to run alongside agricultural pro-
grams on their stations. Bread Bytes is a
monthly column which focuses on Kansas’
businesses involved in wheat, flour and bak-
ing. Nearly 500 newspapers, radio stations and
individuals receive the Wheat Scoop and Bread
Bytes via e-mail and U.S. mail. Wheat Scoop
and Bread Bytes can be found on the
Commission’s web site, www.kswheat.com.

Trade Shows / Elections

KWC has attended trade shows from Kansas
City to Liberal where we talked with producers
about the current issues facing the industry. We
have also been educating producers about the
elections of new commissioners.
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prove production techniques, boost nu- .

tritional content and protect the world’s Improvement of Hard Red Winter Wheat
food supply from disease and pests. Thanks to  for Kansas (Jagger, 2137, Stanton)
research, food in the United States is safe, nu-
tritious and inexpensive.

Research helps to increase yields, im- Agronomy

The obijective of this research is to develop,
through plant breeding, superior Hard Red Win-
ter wheat cultivars adapted to Kansas. These
wheat varieties will represent improvements
in both yield and end-use quality.

The return on investment is significant. It
has been recently estimated that for every dol-
lar invested in wheat research at KSU, there
is a 12-dollar return on investment to the Kan-
sas wheat producer.

The wheat breeding project is a continuous
process, constantly adding new improvement
to our varieties. As long as wheat is important
in Kansas, it will be important to conduct vari-
Evaluation etal development in Kansas.

Production 5%
: . Improvement of Hard White Wheat for
Agricultural ECconomics Kansas (Trego, Betty, Heyne)

Current Economic Issues with Hard Red Hard White wheat has numerous advantages

and White Wheat in Kansas over Hard Red Winter wheat. Given equal ge-
This project will identify the costs and ben- netic backgrounds in milling performance,
efits of using certified wheat seed versus bin- Hard White wheat has greater flour extraction,

run (farmer saved) wheat seed. Regression higher flour protein content and greater aes-
analysis will aid in determining whether pro- thetic appeal in whole wheat products. The only
ducers who used certified seed received an in- ~ @gronomic barrier to production of quality Hard
crease in their return on investment. White wheat in Kansas is its susceptibility to
preharvest sprouting. This project will attempt
The project will also identify potential eco-  to introduce genetic sources of resistance to
nomic milling extraction advantages of white  preharvest sprouting into Hard White wheat
wheat over red wheat. This research will re-  varieties for eastern and central Kansas.
calculate yield increases of Kansas Agricultural
Experiment Station accounting for changes in Kansas Dual Purpose Pest Resistant

land quality (CRP) and tillage practices. White Wheats (Lakin)

A final objective of the project is to calculate This project is for development of Hard White

4 return on investment for the Kansas Hard wheats adapted to western Kansas. These
White wheat program. The project spans two wheats will be used in both the world bread and
years, November 1999 to October 2001, with noodle markets. Preharvest sprouting toler-
publication of results in 2001. ance will be incorporated into these new white
cultivars. These white wheats must be supe-
rior in overall performance (including yield and
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test weight) to cur-
rently grown Hard
Red Winter variet-
ies in western
Kansas. The
project will strive
to incorporate host
resistance to the
major pest prob-
lems in western Kansas — wheat streak mo-
saic virus, leaf rust, Hessian fly and Russian
wheat aphid. The success of this project will
be measured by the amount of Hard White
wheat produced and the total increase in the
size of Kansas’ wheat markets. This is a long-
term project, with renewal requested annually.

Development of Wheat Germplasm
with Multiple Disease and Insect
Resistance for the Southern Great
Plains (SGP)

Each year in the SGP, yields are reduced by
about 20 - 25 percent by both plant diseases
and insect damage. Since between 10 and 15
disease and insect pests can cause economic
damage to wheat in the SGP, it is difficult to
predict which disease will cause the greatest
damage in any particular year.

The objective of this project is to develop
multiple pest resistant germplasm in estab-
lished elite breeding lines adapted to the south-
ern Great Plains. This germplasm can then be
utilized by breeding programs in the SGP to
improve disease and insect pest resistance in
their own respective programs. This program
and the germplasm produced will be unique
because it will contain new resistance genes
in proven elite lines adapted to the SGP.

Gluten Proteins That Improve Bread
Quality

These experiments will utilize wheat culti-
vars economically important to Kansas produc-
ers such as the Hard Red Winter wheat Jagger
and Hard White wheats, Heyne and Betty,
rather than the experimental cultivar, Bob-

white. This process will enable the production
of wheats of enhanced quality adapted to Kan-
sas and thus save the time required to breed
the novel subunits from experimental lines into
adapted cultivars.

On-farm Wheat Action Research

On-farm research / demonstration trials al-
low farmers to see new technologies early in
the adoption process. The objectives of this
project are to speed the time of farmer accep-
tance of new wheat technologies through use
of on-farm trials and to provide pertinent edu-
cational materials. These on-farm trials will
broaden the database of research that has been
conducted on experimental fields by placing
trials on different soil types and climatic con-
ditions while allowing local producers the op-
portunity to observe the viability of new
production techniques.

It is known that the interval from the time a
new technology becomes available until farmer
acceptance is 10 to 15 years, but with this
project this acceptance time will likely be re-
duced.

Animal Science

Feeding Value and Present Day
Marketing Channels of Wheat
Cleanings

To justify the added cost for cleaning wheat,
it is critical to extract higher value for by-prod-
ucts of wheat cleaning efforts. This project will

observe the marketing structure of cleanings
at Canadian and North

Dakota terminals,
where wheat contain-
ing low dockage levels is
actively produced and
marketed. It will de-
velop a report of Cana-
dian cleanings
marketing practices
and a thorough review of
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the existing literature to determine if addi-
tional research with cleanings as a feed source
is necessary and provide livestock consultants
and livestock producers with an updated review
of literature to encourage the utilization of
wheat cleanings in livestock diets.

Biochemistry

Cancer Protective Effects of Wheats
with Different Antioxidant Potentials

It has been established that diets rich in
wheat are associated with a decreased risk of
colon cancer in humans, but not all wheats are
equally protective. Few studies have identified
the contribution of antioxidant potential (AOP)
to the protective effects associated with differ-
ent wheat classes, cultivars or climatic condi-
tions. This study will utilize cell tissue culture
techniques and animal models to screen the
protective effects of wheat cultivars on cancer
growth for a variety of wheats and to determine
whether the protective effects are related to
the AOP of the samples.

Wheat Crop Improvement by Genetic
Engineering

In Kansas and other areas of the great plains,
the full yield potential of wheat is not reached
any year due to a variety of stresses which in-
clude leaf rust, scab and take-all, as well as
extremes of temperature. Through genetic en-
gineering, this project is expected to confer re-
sistance to these fungal diseases.

Grain Science and
Industry

Biodegradable Plastics from Wheat
Starch and Polylactic Acid

Large solid-plastic wastes are produced from
grocery bags, trash bags, fast food serving and
eating utensils and flowerpots. This research
project will attempt to create a biodegradable
plastic from the starches found in wheat. The
outcome of this research will enhance the uti-
lization of wheat as an industrial material.

Chemical / Physical Modification of
Gluten Protein and Characterization

The objectives of this project are to develop
preliminary data to evaluate the effects of sev-
eral standard modification processes on glu-
ten and then combine several of these
processes to further enhance the physical prop-
erty changes that can be achieved. One of the
collaborators, Midwest Grain Products, is a com-
mercial wheat gluten processor, They will be
able to quickly commercialize newly developed
technology.

Hard White Extension Activities

The purpose of this project is to effectively
communicate the opportunities and issues
associated with growing and merchandising
Hard White wheat in Kansas.

Informational meetings are held for growers
and grain handlers who are interested in plant-
ing and collecting Hard White wheat. Last year,
15 public meetings were held to inform grow-
ers of issues and opportunities surrounding the
production of Hard White wheat. This year, the
effort will be toward grain handlers, emphasiz-
ing the need to segregate Hard White from red
wheat.

International Grains Program Support
Project

The objective of this project is to identify and
influence international buyers, traders and
users of wheat to purchase wheat grown in the
United States, specifically those grown in Kan-
sas. The IGP provides short courses, seminars,
workshops

and indi-
vidual train-
ing on U.S.
and Kansas
produced
wheats.
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Optimizing Hard White Wheat Yield
and Processing Performance in
Kansas

Researchers will identify seed blends of Trego
and Betty Hard White wheats that will optimize
yield and quality in an attempt to maximize
profitability for Kansas wheat farmers, speed
the adoption process for HW wheat and mini-
mize producer risk resulting from limited com-
mercial varieties adapted for western Kansas.

Protein / Hardness Screening of Early
Progeny Wheats

This project will identify early-generation
winter wheat lines and germplasm having
above average protein content and early-gen-
eration winter wheat lines and germplasm
which are too hard or too soft. Wheat kernel
hardness and protein content are heritable
properties, which are important in domestic
and export markets. Protein content is a pri-
mary factor determining baking performance
and kernel hardness is a key factor in deter-
mining milling performance. The benefit of
this research to Kansas wheat producers lies
in having varieties available which are mar-
keted to and favored by the domestic milling
and baking industries as well as international
customers of the Kansas / U.S. wheat indus-

try.

Quality Evaluation from KAES Wheat
Breeding Program

This project will provide timely evaluation of
important physical kernel, protein, milling and
flour properties which determine bread bak-
ing and oriental noodle quality of agronomically
promising lines developed by wheat breeders
and geneticists. It will also encourage produc-
tion and enhance marketing of high quality
wheat by disseminating information about mill-
ing and end use quality of all varieties grown
in Kansas to growers, grain merchandisers,
millers, bakers, foreign trade teams which visit

the United States, consultants who travel to
importing countries and to importers of U.S.
Hard Red Winter wheat.

Quality of Hard White Wheat for Bread,
Tortillas and Asian Noodles

The information generated by this project will
likely expand markets of Hard White wheats.
Researchers will obtains samples of the lead-
ing varieties and advanced breeding lines of
HW and HRW wheats. They will then mill the
wheats, measure parameters of the flours and
prepare wheat-based foods to identify quality
advantages of HW wheats. The information gen-
erated in this project will be made available to
wheat trade teams that provide information to
international buyers.

Spinosad: An Alternative to Pesticides
for Management of Stored-Wheat
Insects

This project will evaluate Spinosad as an al-
ternative to currently registered pesticides.
The researchers will determine the effective-
ness of Spinosad on Hard Red Winter wheat,
Hard Red Spring wheat and Hard White wheat
in the laboratory and Hard Red Winter wheat
under field conditions. It will characterize the
fate of Spinosad at different temperatures and
moistures, and evaluations of Spinosad resi-
dues will be performed on fractions of milled
wheat.

Wheat Screening for Natural Desirable
Lipids

Desirable lipids that occur in wheat influence
wheat quality for breadmaking purposes. This
long-term project will attempt to eliminate
breeding stock that has only low levels of de-
sirable lipids.

Kansas Wheat Commission / 7
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Kansas Center for
Agricultural Resources

and the Environment

Infegrated Ag Management Systems
Best Management

This project will test how agricultural produc-
tion practices may affect potential pollution
runoff. Researchers will attempt to find out the
net effect on the entire spectrum of possible
pollutants from using certain combinations of
farming practices.

This will help producers, scientists and gov-
ernment officials decide whether voluntary
adoption of certain farming practices will be
effective enough in reducing pollutants that
more stringent regulations will not be needed.

Plant Pathology

Control of Residue-Borne Winter Wheat
Diseases

This project will examine the impact of till-
age practices and crop rotations on incidence
and severity of major wheat diseases and in-
sect pests. The objective is to determine which
wheat diseases and/or pests will become more
important in Kansas as we move closer toward
no-till cropping practices and whether crop ro-
tations will control these disease problems.

A second objective is to identify new and ad-
ditional sources of resistance to diseases that
are expected to become increasingly important
as wheat producers practice no-till farming.
The ultimate goal is to produce germplasm that
wheat breeders can use to produce wheat cul-
tivars with resistance to diseases that are im-
portant under a no-till environment.

Infroduction of RP1 genes of
maize into wheat to confer

resistance against leaf rust

This project will introduce sev-
eral genes from maize into wheat
and test the effectiveness of these
genes toward the control of any of
the following: leaf rust, stem rust
and stripe rust. Rusts are one of
the most economical damaging
pathogens for cereals worldwide.
Therefore, wheat lines that show
significant rust resistance would
have a clear market advantage
over rust susceptible lines.

Wheat Genetics Resource Center and its
Contribution to the Kansas Wheat
Industry

This research project will attempt to identify
new genes for pest resistance and other agro-
nomic traits in wild and unadapted germplasm
and transfer them into elite germplasm. The
overall strategy is to enhance the efficiency of
breeding. The long-term goal is to work with
breeders to develop wheat varieties that are effi-
cient, productive, sustainable, durable, multipur-
pose and profitable to farmers and the industry.

Wheat Research Center

Hard White Wheat Varieties’ Milling
Performance

This project will support commercialization of
the Hard White wheat class in Kansas by devel-
oping publicly available, meaningful milling data
for the new varieties, and provide samples of

straight grade flour to companies with interest
in evaluation

of flour perfor-
mance in re-
tail products.
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Wheat Foods Council

The Wheat Foods Council (WFC) is dedicated
to increasing the consumption of grain-based
foods through nutrition, education and promo-
tional programs. All segments of the industry
— wheat producers, millers, bakers, food manu-
facturers and related industries — are work-
ing together to increase domestic consumption
of wheat. According to the U.S, Department of
Commerce, Bureau of Census, consumption
rose three pounds in 2000 to 150 pounds.

The Wheat Foods Council is the only organi-
zation in the country providing comprehensive
grain nutrition information to government
leaders. Policy-makers must be informed and
updated on grain nutrition research and pub-
lic health issues to make the best decisions
for the industry and the consumer. The WFC
keeps policy influencers in-touch with impor-
tant issues through Council materials, opin-
lon leader briefings, written comments and
testimony at government sponsored hearings.

Key policy makers routinely broadcast criti-
cal policies that influence grain-food consump-
tion. For example, the USDA currently supports
grain-foods as the foundation of a healthy diet
and recommends that Americans eat more
servings (6-11 servings) from the grain-food cat-
egory than from any other food group. Imagine
how wheat consumption would be compromised
if USDA decides to replace the grain-food group,
which is currently at the base of the food pyra-
mid, with another food group such as fruits and
vegetables. Therefore, it is critical that the
wheat industry has an organization such as
the WFC to represent its nutritional interest.

Face-to-face briefings are conducted in Wash-
ington, D.C. with USDA/Center for Nutrition
Policy and Promotion, USDA/Agricultural Re-
search Service, National Cancer Institute /Na-
tional Institutes of Health/ American Dietetics
Association, International Food Information
Council and Society for Nutrition Education.

Judi Adams, Wheat Foods Council President,
presented testimony at a public meeting in
Washington, D.C., on popular weight-loss diets.
In addition, the WFC filed written comments
to policy-makers on health and nutrition ef-
fects of popular weight-loss diets to USDA/Ag-
ricultural Research Service. The Wheat Foods
Council is extremely concerned about the ef-
fects of popular weight-loss diets and has done
extensive work in the area of fad diets from
developing credible educational materials to
creating a grassroots coalition of health and
nutrition leaders.

“These fad diet regimens have a direct im-
pact on grain products and, therefore, on our
producers,” said Adams. In addition, a decreased
consumption of grain foods may have an ad-
verse effect on the health of our nation. The
Council and the grain industry are committed
to educating consumers based on sound nutri-
tion principles.

When USDA mandated folic acid fortification
of grain foods in 1998, the WFC and the Ameri-
can Bakers Association seized the opportunity
to educate Americans about the health ben-
efits of enriched grain foods. Eating more en-
riched and fortified grains — such as breads,
tortillas, pasta, crackers, cereal and baked
goods — can play an Important role in prevent-
ing neural tube birth defects, The exciting news
is, the fortification of grains is working. The
Centers for Disease Control and Prevention
reports that neural tube defects, a debilitating
birth defect, has decreased by 19 percent fol-
lowing folic acid fortification in the U.S. food
supply.

Competing in today's marketplace is chal-
lenging; however, with the support of current
and future members, the Wheat Foods Council
will continue to strengthen grain-foods con-
sumption in the United States. To find out more
about the Wheat Foods Council visit
www.wheatfoods.org.
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MARKET DEVELOPMENT

Leadership

The Wheat Foods Council is an industry-wide
partnership dedicated to increasing the con-
sumption of grain-based foods through nutri-
tion, education and promotion programs.
Investing in the future, the Kansas Wheat
Commission is a member of the Wheat Foods
Council. Cindy Falk, KWC Domestic Market-
ing Specialist, is serving as vice-chairman on
the 2001/2002 executive board.

Setting the Record Straight

Experts in the field of nutrition have appeared
on radio, television and in the newspapers sug-
gesting new approaches for eating sensibly and
healthfully and the importance of folic acid in
the diet. These experts offer consumers an al-
ternative to the “fad” diet craze we have seen
recently.

Grains Through the Ages

This brochure aimed toward physicians and
nurses was distributed in December 2000,
showcasing the need for grains through the
ages.

A Grain is a Terrible Thing fo Waste

This direct mail piece was distributed mid-
December 2000 to 7,105 health/nutrition and
fitness leaders.

A follow-up media mailing was distributed in
January 2001 to 1,504 media contacts. This
media kit generated more than 20 million im-
pressions in at least 22 states.

Going Against the Grain

This nutrition information tool kit which
underscores the benefits of grain foods was dis-
tributed to 7,105 health/nutrition and fitness
leaders in June 2000.

The materials provided and overview of the
“Going Against the Grain” survey results,
timely trend information and tips on how con-
sumers can easily increase grain in their di-
ets.

A media event was held in March 2001. A
media kit was distributed to 1,849 contacts. The
effort has generated more than 18 million print
impressions, 24 million broadcast impressions
and 200,000 online impressions.

Online Communications

The web site has been redesigned/reorga-
nized. New projects have been added and are
now available online. There are weekly and
monthly updates to the site, including news
articles, monthly recipes, poll question and T-
shirt contest question.

Opinion Leader Efforts

The Wheat Foods Council continues to file
written comments and present testimony
against the popular weight-loss diets.

The WFC held a meeting in March 2001 in
conjunction with the release of a Gallup sur-
vey. The importance of grain foods, benefits of
folic acid fortification and results of the Gallup
survey were discussed.
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DomEeEsTic MAarRkET D

“Speak for Wheat”

Spokespersons promote wheat

The Kansas Wheat Commission values 23 vol-
unteer spokespersens and their commitment
to the wheat industry. These individuals help
the Commission reach all areas of the state.
They provide programs at farm shows; pre-
school, elementary and secondary classrooms;
health fairs; county extension meetings; care
homes; public libraries; 4-H events; health or-
ganization meetings; senior citizen meetings
and wheat plot tours. Spokespersons reach
more than 155,000 people yearly.

Exploring Kansas Crops
Educator’s Guide

New elementary educational materials are
being developed by the Commission in coop-
eration with Kansas Foundation for Agriculture
in the Classroom, the Kansas Grain Serghum
Producer’'s Association, Kansas Corn Grower's
Association and Kan-
sas Association of
Wheat Growers. The
materials include an
educator’s guide with
192 pages of hands-
on activities,
worksheets and
background informa-
tion. The student
magazine, Kansas
Kids Connection, will
be distributed to all
fourth graders in
Kansas.

2001 KWC
Annual
Recipe
Book

This popular and
collectable recipe
book features twelve
wheat-based reci-
pes and nutritional
information. A sam-
ple of the recipes
include Melt-in-
Your-Mouth Muffins, Shredded Wheat Bread,
Portuguese Sweet Bread, Dill Rolls and Na-
tive American Tortillas in a Bag. These books
are requested for national conventions to pro-
mote Kansas wheat.

Recipes
20010

Bake and Take Day

Home baking and community spirit
are essential ingredients

Observed annually on the fourth Saturday
of March, this event was started in 1970 by
the Kansas Wheathearts, an auxiliary orga-
nization of the Kansas Association of Wheat
Growers. By 1973, the Kansas Wheathearts
initiated a national day for Bake and Take.
This year, Kansas participants who wrote in
to tell about their Bake and Take activities
received a recipe book and were entered in a
drawing for a bread machine. These activi-
ties appear on the Kansas Wheat Commis-
sion web site in the nutrition area.

Programs/Exhibits

Reaching Educators and Consumers

The Kansas Wheat Commission participates
in programs and exhibits throughout the year
to inform educators and consumers about ag-
riculture and nutrition.
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AL MARKET DEVELOPMENT

Top Ten In Brief

Loyal Markets Stay True,

Emerging Markets Come on Strong

Egypt and Japan continue in their traditional
importance to the U.S. wheat industry, together
accounting for over 30% of total U.S. wheat ex-
ports. Egypt is the largest U.S. wheat importer
in three of the five major U.S. wheat classes:
hard red winter, soft red winter and soft white
wheat. Japan continues to lead in hard red
spring wheat purchases, and is also an impor-
tant customer of HRW and SW.

The Mexican market is especially showing
strength as the industries accelerate. Mexico's
imports have steadily increased since NAFTA
was approved, and this year our southern
neighbor narrowly replaced the Philippines in
the number three spot for total wheat exports.
Mexico is now the second largest importer of
soft red winter wheat and, in a real success
story following major efforts to improve rail
shipments, nearly half a million tons of HRW
was shipped south by train, up substantially
from last year.

Philippine wheat imports for 2000/2001 were
at record levels despite uncertain economic
conditions, and the U.S. was able to achieve a
77% market share. The aggressive position of
the Canadian Wheat Board was reduced as mills
indicated that the previous CWB standing price
discounts of USS5.00 to US$10.00 per ton were
no longer available. U.S. Wheat Associates staff
in Manila also played a key role in reducing
the levels of Canadian imports by demonstrat-
ing the differences between Canadian and U.S.
spring wheats to large volume end-users. An
increase in purchases of soft red winter wheat
has also contributed to the total.

Nigerian wheat imports are now approach-
ing 1,800,000 metric tons a year, with the U.S.
enjoying a 90% market share. U.S. Wheat As-
sociates opened a full time “representative of-
fice” in Lagos in 2000, providing technical and

market information to Nigerian mills, and the
program is already showing its value, as Nige-
ria is now the world's second largest importer
of hard red winter wheat.

The big news about the European Union in-
cludes Italy - as it is the single largest U.S.
wheat buyer in the EU - but the significance of
the single market/customs zone of the “EU" is
growing in importance. So much of the U.S.
wheat that moves into the EU is dispersed
around the continent after it arrives that look-
ing at single country statistics may obscure
the bigger picture. And the bigger picture is
impressive: total sales to the EU have tripled
since the 1993 marketing year.

This year U.S. wheat sales to Taiwan were
the highest in at least a decade. U.S. Wheat
Associates has long enjoyed a mutually sup-
portive relationship with the Taiwan Flour
Mills Association and with the China Grain
Products Research & Development Institute,
and this year worked successfully in tandem
with the groups to introduce sourdough bread
to Taiwan's populace.

While Korean sales remain fairly constant
over the last four years, the U.S. continues to
lose market share as the Australians work
mightily to promote their white wheat to the
growing Korean noodle market. The 1.4 mil-
lion metric tons of wheat that the U.S. shipped
to Korea for each of the last four years is a good
market, but it could be better if we had a con-
sistent supply of appropriate hard white wheat
to counter the Australian wheat.

Indonesian sales, the highest ever to that
country, represent a tremendous success for
U.S. wheat. While the U.S. had a 50% share in
this market from the mid 1960's to the early
1980's, Australian wheat moved in when the
U.S. voluntarily excluded EEP for Indonesia, in
“diplomatic deference” to Australia. Until re-
cently, U.S. wheat market share in Indonesia
averaged less than 10%. But USW dedicated a
myriad of activities to Indonesia, and the U.S.
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Department of Agriculture assisted with a cre-
ative package of programs, and the results are
beginning to show as U.S.wheat exports have
doubled since 1998/99.

Exports Resume
Traditional Patterns

1999/00 2000/01 9% change
HRW 13,141 10,852 -17.5
SRW 4,781 4,861 2.7
HRS 6,016 6,051 1.6
SW 4,390 5,543 21
Durum 984 1,130 13

(in thousand metric tons)

This year was a shift from last year's sales
pattern for wheat classes, as sales returned to
the established patterns of previous years.

The huge jump that hard red winter wheat
sales had experienced in 99/00 moderated a
bit, going from 13.1 MMT back down to 10.9,
which was still more than was sold in previous
years. One of the major reasons for the differ-
ence was food aid to Russia. Last year, almost
a million tons of HRW was shipped to Russia,
but this year the entire F ormer Soviet Union
only imported a quarter of that amount.

Soft white exports, which had taken a hit last
year, rose 21% and resumed former export lev-
els, at 5.5 MMT compared to 4.4 MMT last year.,
Indonesia played a major role here, increas-
Ing their SW imports by half a million tons over
last year.

Durum exports had a 13% increase, from
984,000 tons to 1.13 MMT, largely due to in-
creased sales to Italy and Tunisia.

Exports for soft red winter and hard red spring
wheat were very close to the previous year,

Hard Red Winter

Egypt 2,288,200
Nigeria 1,252,900
Mexico 1,138,800
Japan 1,077,000
Israel 630,700

HRW is one of the three classes of U.S. wheat
where Egypt is the leading importer. In fact,
HRW now sets the market standard in Egypt,
and many attribute its dominance to the highly
successful *"Quality Seal” program.

Sub-Saharan Africa imported 13% of the to-
tal HRW exports. The giant in the region is Ni-
geria, where the U.S. has a 90% share in their
1.8 MMT market. Nigeria is now the world’s
second largest importer of hard red winter
wheat. To support the rapid growth in the Ni-
gerian market, USW uses one-on-one consult-
Ing, seminars, workshops, and trade team tours
of the U.S. to provide technical support and
market information to mills and training for
the baking industry:

Morocco is Justifiably proud of its great French
baguettes, and growth in U.S. wheat exports to
that market has been aided by USW work prov-
ing that HRW will blend well with SRW and can
replace French wheat to make baguettes that
are just as good. For MY 2000/01, Morocco is
the 14th largest U.S. wheat importer, at
504,000 metric tons, up from 180 TMT in 98/
99 and 368 TMT in 1999/00. HRW exports to
Morocco have increased from 44 TMT to 323
TMT in just 2 years. They've also increased
SRW imports from 10,000 to 172,000 MT

Market share in South America dropped for
the first time in three years, from 15.1% to
11.8%. While exports of HRS, SRW and SW grew,
there was a big drop in HRW (although it re-
mains the most favored U.S. class by far), from
1,442,600 last year to 992.500 this year. Co-
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lombia and Peru are the largest U.S. wheat
customers in South America and their drops
in HRW imports had a big impact. Colombia
went from 696 to 473 TMT and Peru imported
286 TMT, about a third less than last year.

Trade Policy

U.S. Needs More Trade Agreements

The United States is isolated while others
expand trade around us. There are 111 coun-
tries that are parties to more than 130 free-
trade agreements that don’t include the U.S.
Our country has only two free trade agree-
ments, covering three countries.

USW supports pursuit of the Free Trade Area
of the Americas. The current situation of trade
agreements within and among the countries
of the western hemisphere has been described
as a “spaghetti bowl,” consisting of various types
of trade agreements, with wide ranging effects.
The majority are trade-creating, providing freer
trade and economic development, while oth-
ers, like Mercosur, are perilously close to be-
coming trade-diverting pacts. The U.S. wheat
industry needs fair and free access to the South
American market, and we won't get it as long
as Mercosur tariffs block our sales to Brazil,
one of the world's largest wheat importers.
Other trade policy initiatives pale in importance
compared to the many near-term benefits that
hemispheric free trade would bring to the U.s.
wheat industry. With the World Trade Organi-
zation, we can all work to reduce trade barri-
ers, but within our hemisphere, via the FTAA,
we have the opportunity to virtually eliminate
them. Providing leadership in the creation of
the Free Trade Area of the Americas should be
among the highest priorities of the Bush ad-
ministration.

It is essential that the U.S. Congress provide
“fast track” or “trade promotion” authority to
give added credibility to the administration’s
international trade negotiating position.

USW was heartened by the progress made in
getting Congressional approval of the U.S.-Viet-
nam bilateral trade agreement, and hopes that
final approval is imminent.

And we need more agreements. Henry Jo Von
Tungeln, speaking on behalf of USW, the Wheat
Export Trade Education Committee, and the
National Association of Wheat Growers, told a
congressional panel that “the time will come
— sooner rather than later — when we can
begin to seriously consider and pursue an Asia-
U.S. Free Trade Area.”

State Wheat Export Desks Must be
Stripped of Monopoly Powers

One of the most important issues for the
wheat industry in the World Trade Organiza-
tion negotiations is the importance of bring-
ing the Australian Wheat Board and the
Canadian Wheat Board into a free and open
competitive environment, i.e., abolish anach-
ronistic monopoly control. Together, these two
boards account for a full third of the market
share in world wheat trade, so when their tac-
tics cause distortions, a huge part of the mar-
ket is skewed. The U.S. needs to go to the WTO
negotiating round fully committed to demand-
ing that the wheat boards be stripped of their
monopoly powers and be made transparent.

U.S. Wheat Associates strongly supports the
action of the North Dakota Wheat Commission
which filed a Section 301 petition with the Of-
fice of the U.S. Trade representative seeking
an investigation into, and action against, the
government of Canada and the Canadian Wheat
Board. The state commission charged the CWB
with unreasonable and unjustifiable discrimi-
natory pricing activities in both the U.S. do-
mestic market and in third country export
markets.

USW has also raised concerns about poten-
tial U.S.- Australia talks aimed at initiating a
free trade deal. Simply put, if Australia wants
‘free trade’ with the U.S., then they must open
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themselves to fair competition with the U.S.,
USW president Alan Tracy told the Australian
trade minister in April 2001. While the Aus-
tralian Wheat Board is no longer an official arm
of the government, it still operates with gov-
ernment sanction, exercising sole control over
international sales, shipping and promotion of
Australian wheat. The Australians are a ma-
jor factor in international wheat trade, particu-
larly competing against the U.S. in the Asian
market, so the AWB's ability to work outside
the norms of global competition directly and
often egregiously undercuts U.S, wheat sales.

Food Aid Program Needs
Improvement

Food aid is a vital component of U.S, foreign
policy and trade policy. While the U.S. has sur-
Plus food, it serves us well to assist our alljes.
It is also part of America’s greatness that we
provide humanitarian assistance to any coun-
try experiencing hunger. There are, to be sure,
some things the U.S. can do better in our food
aid program. For instance:

®* The U.S. needs to clarify our internal rules
on food donation programs, and more
clearly differentiate humanitarian aid from
market development programs. It's a com-
plicated hodgepodge at the moment, and
some streamlining will make the programs
more transparent to our domestic audi-
ences as well as to our trading partners and
countries that need assistance.

* Our donation programs need to be more
consistent from year to year, and they
should be non-commodity specific. That is,
a country that needs food aid should not
have to beg, nor to wait and wonder, nor
should they be given a commodity they do
not need.

* We need better documentation to confirm
that the aid is not interfering with local
commercial markets in the countries to
which aid is given.

Emerging Markets Need More
Flexibility in U.S. Credit Programs

The primary objective of commercial export
credit guarantee programs administered by the
U.S. Department of Agriculture is to facilitate
trade with countries that do not have access to
adeguate commercial credit. Our competitors
have complained loud and long about these
credit programs. They call them unfair trade
subsidies and demand that the programs be
scaled back. Not surprisingly, they are wrong.,
The U.S. should do more — not less — to pro-
vide credit to the markets that most need it,
while meeting its obligations under global trade
rules. Rather than scaling back the credit pro-
grams, we need to put more flexibility into
them.

Export Market Development Must Have
Adequate Federal Funding

The wheat industry supports, and needs, ag-
gressive funding for the Foreign Market De-
velopment (FMD) program and the Market
Access Program (MAP). The largest source of
funding, and the most important single tool,
for U.S. Wheat Associates activities is FMD,
which provides around $6 million to USW for
office space, overseas salaries and activity bud-
gets for 15 offices servicing over 100 countries.
In recent years, in spite of rising costs, total
funding for FMD has remained static at about
$32.5 million. This program, which is so vital
to many cooperator groups, should be increased
to no less than $43.25 million. The second
most important federal program providing funds
to USW is the Market Access Program, which
has been an invaluable tool for building mar-
kets. MAP funds, though accounting for less
than 10% of the USW budget, are essential as
we develop consumer promotion and educa-
tional programs. Funding for MAP has been
reduced over recent years despite increased
promotion activity by our competitors. The
wheat industry has urged Congress to increase
the budget for MAP to no less than $200 mil-
lion. Further, any EEP funds that are unused
should be redirected to market development.
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Wheat Breeding Should Focus on
Market Needs as Well as Grower
Needs

Working in close cooperation with U.S. wheat
breeders is a priority for USW. One such
“breeder focused” USW activity is the Wheat
Quality Improvement Teams that are periodi-
cally organized for face-to-face visits with ma-
jor buyers in selected regions of the world. The
most recent WQIT visited Latin American buy-
ers and end users in Mexico, Venezuela, Co-
lombia, and Peru. Team members were
selected through the state wheat commissions
and included wheat breeders, quality labora-
tory and extension personnel from AR, OK, KS,
NE, MN and ND. The team returned with new
perspective and sharper focus on the quality
demands of the Latin American market.

The U.S. Export Market Needs a

Reliable Supply of Hard White Wheat

Adapting the new hard white wheat (HW) class
to fit Asian markets remains the focus of the
USW Asian Products Collaborative program.
Through sample submissions from cooperat-
ing wheat breeders, numerous HW varieties
have been evaluated in seven different styles
of Asian noodles and three primary styles of
Asian steamed breads. Product evaluations are
first done at the Wheat Marketing Center
(WMC) in Portland, OR. Then, through arrange-
ments by USW overseas offices and WMC, cus-
tomers from nine Asian countries evaluate
selected samples that fit product profiles de-
veloped for their markets.

The situation in Korea illustrates the rea-
son why the U.S. needs to produce a reliable
supply of an appropriate hard white wheat. Ten
years ago, the U.S. had a 78% market share in
there. A report from Won Bang Koh, U.S. Wheat
Associates country director, indicates that in
the first half of calendar year 2001, the U.S.
share of the Korean wheat import market was
529% on an arrival basis. Australian Standard
White wheat is now the largest single wheat
class purchased by Korean millers.

“Customer Needs Come First”
Regarding GM Wheat

Wheat derived from biotechnology, popularly
known as “GM wheat” (short for genetically
modified), is currently growing in field tests
around the world. It has not been commercial-
ized. U.S. Wheat Associates and the National
Association of Wheat Growers adopted a posi-
tion statement in June 2000, and amended it
to include labeling and tolerance issues (num-
bered paragraphs 4 and 5) in January 2001:

Biotechnological research holds great prom-
ise for the future, and the U.S. wheat industry
recognizes these advancements. In prepara-
tion for the future commercialization of
biotechnologically-derived wheat, we take the
following positions:

1. The U.S. wheat industry commits itself ab-
solutely to the principle that our custom-
ers’ needs and preferences are the most
important consideration. We support the
ability of our wheat customers to make pur-
chases on the basis of specific traits.

2. We will work with all segments of the in-
dustry to develop and assure that a viable
identity preservation system and testing
program is instituted prior to commercial-
ization of products of biotechnology. We
strongly urge technology providers to obtain
international regulatory approval and to
ensure customer acceptance prior to com-
mercialization.

3. We urge the adoption of a nationally and
internationally accepted definition of
biotechnologically-derived products.* We
also urge international harmonization of
scientific standards and trade rules.

4. We support voluntary labeling of food prod-
ucts, provided it is consistent with U.S. law
and international trade agreements and is
truthful and not misleading. We oppose gov-
ernment-mandated labeling of wheat prod-
ucts in both the U.S. and international
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In February, USW celebrated the establish-
ment of the new “representative’s office,” man-
aged by Muyiwa Talabi, USW's marketing
consultant in Nigeria for the past four years.
Joining buyers, millers, grain trade represen-
tatives and government officials from through-
out Nigeria, USW vice president Paul Dickerson
and the full contingent from the USW Capetown
office, led by regional director Ed Wiese, com-
memorated U.S. involvement in, and commit-
ment to, developing the market. Then, bringing
the message to a point, staff presented a Crop
Quality and Risk Management Seminar to in-
dustry representatives.

In 2000/01, Nigeria imported 1,427,700 met-
ric tons of U.S. wheat, over a quarter of a mil-
lion tons more than last year. Of this amount,
1.3 million metric tons (MMT) was hard red
winter (HRW) — 179,800 tons more than last
year — making Nigeria the second largest im-
porter of HRW in the world.

Regaining the market for U.S. wheat, follow-
ing Nigeria's ill-conceived import ban in 1986,
has not been an easy task. Prior to the ban,
wheat imports had risen steadily from less
than half a million tons in 1972 to almost 2
MMT in the mid 1980s, most from the U.S.
Since the ban was lifted, it's been an almost
carbon copy climb back, but this time with very
strong signals by Nigerian millers of their con-
fidence in the future growth of the milling in-
dustry and, just as important, confidence in the
economic and political stability of Nigeria.
Many Nigerian millers think the level of wheat
imports will climb back to 2 MMT during the
next four or five years, and some anticipate it
will be a 3 MMT market within ten years.

Beyond doing all that we can to guide the de-
velopment of the market and the industry, Usw
has to continually work to maintain market
share. One of the marketing challenges fac-
ing USW is to halt and reverse a slight trend
that indicates some Nigerian millers have
switched from HRW to Canadian western red
spring wheat (CWRS), importing 120,000 met-

ric tons through January 2001. USW is work-
ing to get that business back by offering the
option of hard red spring wheat as a competi-
tive alternative for certain blends or end uses
requiring a stronger bread wheat.

Supporting a full time in-country consultant
assures the Nigerian industry that U.S. wheat
producers are committed to providing assis-
tance on milling and baking as well as provid-
ing quality wheat for the Nigerian consumers.
Muyiwa Talabi, who has an extensive commer-
cial and agricultural service background, will
be providing baking and marketing seminars
for Nigerian companies as well as working with
individual flour mills to address any concerns
or problems that may arise.

“It's important for customers to know that we
are here to meet their needs,” Talabi points
out. “Nigeria is a top U.S. wheat customer, and
we need to be here to assist them, at their re-
quest, whenever and wherever it is necessary.”

The 115 million people of Nigeria have long
contended with ethnic and religious strife, and
endemic corruption. With their still-tenuous
emergence from repressive military rule to
leadership by an elected civilian government,
hope is alive.

U.S. Wheat Associates is there, guiding that
hope to real growth and opportunity for the mill-
ing and baking industry.

Bringing Ancient Sourdough Tradition
to Sophisticated Taiwan Market

Sourdough breads, stretching back to antig-
uity, are unique. Across the Middle East and
Europe, where the sourdough tradition began
and developed, yeast cultures have been used
to make breads with distinctive flavors and tex-
tures. From the different types of wild yeasts
used thousands of years ago in Egypt, Bahrain,
Saudi Arabia, and even Austria and Russia, to
the more modern San Francisco culture, the
magic of sourdough has entranced bread lov-
ers to this day.
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markets based upon the presence or ab-
sence of biotechnologically-derived traits
that do not differ significantly from their
conventional counterpart.

5. We support the establishment of a reason-
able threshold level for adventitious or ac-
cidental inclusion of
biotechnological]y—den’ved traits in bulk
wheat or wheat food products in both U.S.
and international markets.

6. We invite valued and interested custom-
ers to join with us in a working partner-
ship to explore the emerging biotechnology
industry.

Sanctions Must End

The sanctions policy of the United States re-
mains a major impediment to export market
growth. USW has gone on record, repeatedly,
explaining to Congress that 20% of the world
wheat market is largely closed to us, because
of sanctions and other trade barriers. The U.S.
needs to drop the remaining unilateral sanc-
tions against Iran, Cuba and North Korea. Irag
Is a more difficult situation, but we hope that
someday we can reestablish the market rela-
tions we had there formerly.

The disastrous effect that sanctions have on
U.S. wheat exports is clearly seen in U.S. Wheat
Associates Middle East / East Africa market-
ing region, where we have had sanctions
against Iran, Iraq and Sudan. If you exclude
consideration of the three countries, U.S. mar-
ket share has steadily risen since 19986, to al-
most 50% now. If you add the sanctioned
markets into the calculations, however, U.S.
market share has dropped from 30% in 1997 to
about 28% last year. Clearly, the U.S. is ceding
markets to competitors who are supposed for-
eign policy allies. For instance, since 1999 Iran
has been the Canadian Wheat Board's largest
export customer for non-durum wheat.

The moral of the story — we can gain market
share only when we can compete openly and
fairly. Unfortunately, U.S. sanctions policy does
not allow U.S. wheat producers fair and open
Opportunities in several major wheat markets.

China is the “Wild Card” for Wheat
Trade

U.S. Wheat Associates applaud the Bush ad-
ministration, the Clinton administration, and
Congress for the bipartisan support necessary
for China's entry into the WTO. Once they en-
ter the WTO, we have every reason to hope for
a healthy wheat export market, especially
among the entrepreneurial private importers
who are looking to blend America’s high qual-
Ity wheats with their domestic stock to produce
superior wheat food products for China's bur-
geoning cities.

Future Growth

High hopes for Nigeria’s future

Nigeria, Africa's most populous country and
the leading sub-Saharan oil producer, is a po-
tential economic giant. There are horrendous
challenges left over from the regime of their
late dictator Sani Abacha, especially with a
seriously degraded infrastructure throughout
the country, but hope is rising with the Nige-
rian civil society, who are among the liveliest
and most firmly established cultures on the
continent.

Long known for their skillful engagement
with trade and entrepreneurial activity, pre-
dating the British colonial €ra, the country
stands out as a growth market for U.S. wheat.
Because of some distinct strengths that have
every potential of making Nigeria one of Africa's
greatest economic powers, U.S. Wheat Associ-
ates is investing time, €nergy, manpower and
confidence into the milling and baking indus-

try.
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Now, thanks to the imagination and hard work
of U.S. Wheat Associates, working with a train-
ing facility and local bakers in Taiwan, that
island’s peoples are beginning to enjoy, for the
first time, their own domestic sourdough
breads.

Taiwan has developed into an economic power
in the Asia-Pacific region, and the country can
proudly boast of a standard of living which is
among the highest in Asia. Their wheat food
consumption is growing steadily due to a vari-
ety of factors, including a growing sophistica-
tion in nontraditional foods. As the U.S. wheat
industry looks to the future market in Taiwan,
we can now see that one of those growth fac-
tors is the introduction — and fast rising popu-
larity — of sourdough bread in Taiwan.

The sourdough story in Taiwan is a recent
one. It basically started in 2000, when U.S.
Wheat Associates country director K.H. Lu (a
highly respected wheat expert who has repre-
sented America's wheat producers for 33 years
in that country) brought the idea of introduc-
ing sourdough breads to his colleagues in the
China Grain Products Research and Develop-
ment Institute (CGPRDI) and to local baker as-
sociations. By September, the experts from the
organizations collaborated in presenting sour-
dough bread technology to more than 100 bak-
ers. At the session, USW technician Ron Lu
and the baking section chief from CGPRDI ex-
plained how sourdough “starters” worked, and
urged the bakers to culture traditional sour-
dough starters for use in their own bakeries.

The response from Taiwan's bakers and con-
sumers has been tremendous. Already, the
bakery supplying 2,700 7-11 convenience
stores is providing traditional sourdough
breads, and sales indicate a great success.

Quickly meeting an emerging market de-
mand, 20 bakery operators and technicians
from throughout Taiwan took a 2-week train-
ing course in the U.S. last November, learning
the secrets of the famous San Francisco sour-

dough.

The continued growth of Taiwan's wheat foods
market is important to American wheat pro-
ducers. Notching up a healthy 20 percent
growth, wheat purchases by Taiwan were at a
record high, with the U.S. eamning a 94% mar-
ket share. In May 2000, declaring that trade
relations with the U.S. must be maintained and
strengthened, the Taiwan Flour Mills Associa-
tion committed to purchasing 1.5 million met-
ric tons to 1.7 MMT of U.S. wheat for the two
year period encompassing 2000 and 2001. The
pace of purchases, thus far, exceeds their com-
mitment.

U.S. Wheat Associates continues to dedicate
resources to develop the sourdough bread mar-
ket in Taiwan. Mr. Lu, working with CGPRDI,
continues to develop programs for these new
bakery products. Tests and research contin-
ues as well, and USW will provide commercial
bakeries with formulations, sourdough cultur-
ing methods and, of course, wheat and flour
requirements. With 6,000 commercial baker-
ies in Taiwan, Mr. Lu and his colleagues have
a huge job in the years ahead. If past is pro-
logue, however, there are no doubts about their
success.

U.S. Wheat Working its Way Back in
Indonesia

Indonesia remains one of the greatest oppor-
tunities for expanding wheat food consumption
in the world. It is the fourth most populated
country, with a population growth rate estimated
at 1.6% per year and one of the lowest per
capita wheat food consumption rates in the
South Asian region. So export market develop-
ment is a high priority for the U.S. wheat in-
dustry... and the work is beginning to show
impressive results. Two-thirds of the way
through the 2000-01 marketing year, wheat
exports to Indonesia are up 250%.

The U.S. is not a stranger to the Indonesian
wheat market. From the mid 1960's — when
Indonesia’'s new, modern flour mills were built
— to the early 1980's, U.S. wheat market share
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averaged about 50%. The U.S. was providing
assistance to the developing nation, and wheat
was supplied with the strong support of the PL
480 food assistance program. As the popular
Export Enhancement Program (EEP) came into
general use in the mid 1980's, however, the
U.S. voluntarily excluded EEP for Indonesia, in
“diplomatic deference” to Australia, America’s
primary competitor for Asian wheat markets.
Since then, U.S. wheat market share in Indo-
nesia averaged less than 10%.

In May, 2000, U.S. Wheat Associates, with
assistance from the grower-supported Wheat
Marketing Center based in Portland, brought
together wheat procurement and quality con-
trol managers from mills in Indonesia, Thai-
land and Malaysia, in an intensive effort to
promote U.S. wheat for both Asian-style and
western products. The U.S. strategy was to pro-
vide assistance at a time when Indonesia’s
marketing conditions had changed dramati-
cally following the nation's political turmoil and
the 1997 Asian economic crisis. Coming on the
heels of increased U.S. support, in the form of
PL 480 efforts and assistance under the Sec-
tion 416(b) aid program — which had "re-intro-
duced” U.S. wheat — Indonesia's newly
privatized and expanded milling industry, in-
cluding two new flour mills, was favorably in-
clined to learn more about the U.S. marketing
systern.

The U.S. team of experts, over the course of
eight days, reviewed the end-use qualities of
the mills’ commercial flours. They advised the
managers on how to adjust contract specifica-

tions to ensure that wheat imported from the
U.S. meets the quality requirements for each
of their respective flours. And they taught them
the latest quality assurance methodology used
to certify grade and other quality factors.

After the course, participants were surveyed
by an independent evaluator on whether they
thought the sessions were useful. The results
were encouraging but, of course, the “proof is
in the pudding,” as they say. Although every
participant indicated that they would adjust
their contact specifications or increase their
imports of U.S. wheat, the U.S. industry export
experts were anxious to see the actual results.
Those results are showing now, and they are
impressive. As of January 18, 2001, export
sales total 519,000 metric tons of wheat, com-
pared to 206,000 at the same time last year.
The most dramatic difference is in their pur-
chases of white wheat, now at 372,000 metric
tons, compared to 27,000 last year.

Increasing U.S. wheat market share beyond
this year's current pace is a challenging task.
Indonesia has received 489,000 (wheat equiva-
lent) tons of flour that were imported at subsi-
dies or price discounts below origin prices from
Australia, the EU and United Arab Emirates,
from USS98 per ton for Australian, USS38 to
USS51 for European and USS56 for UAE. To com-
pete against the subsidized flour, the U.S. needs
to assist in developing supplier provided trade
financing for the mills, making available pro-
grams under 416(b), GSM and PL-480 that would
assist each of the Indonesian companies to
access the U.S. market.
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