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REVIEW OF FEDERAL FARM POLICY

MONDAY, FEBRUARY 6, 2006

HOUSE OF REPRESENTATIVES,
COMMITTEE ON AGRICULTURE,
Fayetteville, NC.

The committee met, pursuant to call, at 1:05 p.m., in the Crown
Expo Center, Fayetteville, NC, Hon. Bob Goodlatte (chairman of
the committee) presiding.

Present: Representatives Lucas, Moran, Gutknecht, Hayes, King,
Schwarz, Fox, Conaway, Peterson, MecIntyre, KEtheridge,
Butterfield, Melancon, Costa, and Salazar.

Staff present: Kevin Kramp, Pamilyn Miller, Pelham Straughn,
Alise Kowalski, Tobin Ellison, Lindsey Correa, Mike Dunlap, Rob-
ert Larew, and Clark Ogilvie.

OPENING STATEMENT OF HON. BOB GOODLATTE, A REP-
RESENTATIVE IN CONGRESS FROM THE COMMONWEALTH
OF VIRGINIA

The CHAIRMAN. This hearing of the Committee on Agriculture of
the U.S. House of Representatives to review Federal farm policy
will come to order.

I would like to start by thanking all of you for coming out today.
This is a great opportunity for us to hear from you. This is the first
of a series of many farm bill hearings that the committee plans to
have all across the country. And I am particularly pleased that we
could make the first hearing right here in North Carolina, for a
couple of reasons. First, because I am your neighbor in Roanoke,
VA, not far away; but also because North Carolina has the distinc-
tion of having more members of the House Agriculture Committee
than any other State. And I want to recognize all of them right
now.

First of all, I am absolutely delighted to have with us Congress-
man Robin Hayes, whose district is right across the street from
here; and Congressman Mike McIntyre, whose district we are sit-
ting in; and Congressman Bob Etheridge; Congresswoman Virginia
Foxx and Congressman G.K. Butterfield. We are pleased to have
about 10 other members of the committee from all across the coun-
try. I am not going to introduce all of them at this time, you will
hear from them during the course of the hearing. But I am hoping
we are primarily going to hear from you.

I am not going to take much time this afternoon on an opening
statement since we came to hear from our witnesses. I want to
ﬂllow plenty of time for you to share your thoughts with our mem-

ers.

(D
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The purpose of this hearing is to gather feedback from producers
as we begin the process of reviewing the 2002 farm bill, which is
set to expire in September 2007. Our producers are working on the
front lines and their daily lives are directly affected by the policies
of the farm bill.

As we travel throughout the Nation, the feedback we receive
from our producers will give us a good sense of how these policies
work in practice and what improvements can be made within the
financial constraints we face in Washington.

Strong agricultural policy is vital to our farmers and ranchers.
To ensure that American agriculture remains competitive and that
our producers can continue to provide fellow Americans with a safe,
inexpensive and wholesome food supply, we must hear from the
front line.

I would especially like to thank the witnesses who will be testify-
ing today. These witnesses are themselves producers with live-
stock, crops, fields and forests to tend to, and I appreciate the time
they have taken out of their busy schedules to be here to speak to
us today. I look forward to the testimony of our witnesses.

We are on a tight schedule this afternoon and we will be travel-
ing on to Alabama tonight to prepare for another hearing first
thing tomorrow morning. So I respectfully request that Members
submit their opening statements for the record, so that we may
proceed with our first panel of witnesses and allow enough time to
answer all questions that we may have.

At this time, it is my pleasure to recognize the ranking member
of the committee, the gentleman from Minnesota, Mr. Peterson.

OPENING STATEMENT OF HON. COLLIN C. PETERSON, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF MIN-
NESOTA

Mr. PETERSON. Thank you, Mr. Chairman, and I will submit my
statement for the record. I will try to be brief here.

I appreciate seeing this great turnout. As the chairman said, we
are blessed to have some very talented and hard-working members
of our committee from North Carolina. We are all good friends on
this committee, we try to work on a bipartisan basis. You sent us
some good folks and we appreciate that.

I also am glad to be able to be out here to listen to producers
out where they are doing their work. I think for myself, I learn
more when we get a chance to get out and hear from the folks that
are doing this on a regular basis out in the countryside. So we
again appreciate your attendance.

We are here to listen to what you think we ought to do. I have
been around the country quite a bit already listening to folks and
got some feedback. A couple of things that I have been talking
about, if you want to comment on, I would appreciate it. One is we
keep doing an ad hoc disaster bill every hear and one of things I
have done is introduce a bill to make that a permanent part of the
farm bill. That is one thing that I think in my part of the world
would be helpful and be one part of the safety net that we may
have missed in 2002. So if anybody has any ideas about that.

And second, Minnesota has been a real leader in energy. We
have lots of ethanol plants owned by farmers and cooperative ar-
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rangements and we are now starting to build the biodiesel indus-
try. We have had a 10 percent mandate in Minnesota for a number
of years. We now are going 20 percent on ethanol, we have got a
2 percent mandate on biodiesel.

One of the things that I am interested in is there a way that we
can—as we craft the farm bill, is there a way that we can do things
that would further promote this industry, because I think this is,
from my point of view, one of the real opportunities in agriculture,
for us to look at the idea of trying to make more of our crops into
fuel. It is just a win for everybody. We put people to work in the
country, we leave more money in the country, we get off the foreign
oil dependence, and there are just a lot of positive things.

We in Minnesota have figured out how to do this and we would
like to grow that industry and we would like to help the rest of you
get started, because I think this is a place for us to go in the fu-
ture.

So if you want to think about that, if you have any ideas about
how we could tweak this farm bill to try to help that process, that
would be something I am interested in.

So again, glad to be here, look forward to hearing the testimony
from all the folks that are here. And again, appreciate the chair-
man and his leadership in getting the committee out on the road.

The CHAIRMAN. I thank the gentlemen.

Other estatements for the record will be accepted at this point.

[The prepared statements follow:]
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THE HONORABLE ROBIN HAYES
HOUSE COMMITTEE ON AGRICULTURE
FAYETTEVILLE, NORTH CAROLINA

Chairman Goodlatte and Ranking Member Peterson, I want to
- welcome you and all of the Members to North Carolina. Iam pleased that

the first farm bill field hearing the House Ag Committee is holding is here in
Fayetteville, North Carolina. Agriculture contributes $62.6 billion anniually
to the state’s economy, and we rank first in the country in the production of
total tobacco, flue-cured tobacco, and sweet potatoes. We rank second in the
production of turkeys, hogs and Christmas trees. With agriculture being the
number one industry in the state, you couldn’t have picked a better place to

hold the first hearing.

I'look forward to today’s testimony and I hope my colleagues will
leave the hearing with a better understanding of North Carolina agriculture
and the farm bill provisions important to our producers. I’'m especially
pleased that three of my constituents — Ronnie Burleson, David Burns and
Tommy Porter — could join us today. These are three gentlemen who I often
go to for advice on ag issues and I know they will provide excellent insight

for the Committee today.

Again, thank you, Mr. Chairman, for coming to Fayetteville and I

look forward to a productive hearing.



Rep. Collin C. Peterson
Opening Statement
February 6, 2006

I’m pleased to join you Mr. Chairman on the start of our review of
the farm bill. Your decision to take the committee out of
Washington was an important one.

I always learn more about farm policy from getting closer to the
farm and gain a better perspective on the unique challenges that the
different regions of our countryside face.

It’s fitting that our first stop on this farm bill tour is North Carolina.
Our committee is blessed with several leaders from this great state.
Of course, I might also argue that northern Minnesota makes a fine
place to visit this year but I may have some disagreement from
some of my colleagues on that idea.

I hope that today’s discussion will begin a dialogue on what
direction our farm policy should take in the future. What’s working
with the current policy? Are there changes that should be made?
As we face significant challenges from budget pressures and trade
obligations, what should our farm policy priorities be?

I have made some observations as we begin this process. Our
federal farm policy has worked and has been fiscally sound. It
should not suffer deep cuts such as those that keep getting proposed.
Our farmers deserve our commitment.

We need to strengthen our safety net in rural America, including the
creation of permanent farm disaster assistance so that there is no
guesswork in times of greatest need.



While recognizing the importance of international trade to many our
commodities, I believe we should not sell on the world market at a
loss. We need to continue to build domestic markets, increase our
opportunities for added value and make sure that farmer-owned
enterprises capture more of the dollar.

Our farm policy cannot ignore the impact that energy prices have
had in rural America. From fuel to fertilizer and many places in
between, petroleum and natural gas prices have gouged our farm
communities. We need to continue to seek ways to combat this
while also creating policies that promote the production of domestic
renewable energy.

Those are just a few of the thoughts I would make as we start our
review.

Mr. Chairman, I add my welcome to our panel today and thank
them taking the time to give us their thoughts and how well the
current farm program is working and were we should go from here.



Statement of Congressman Mike Mclntyre
Field Hearing: the Next Farm Bill
Fayetteville, NC
February 6, 2006

Mr. Chairman, let me begin by thanking you for
holding the first in a series of farm bill field hearings here
in Southeast North Carolina.

Welcome to my colleagues! And I hope that all of
our farmer friends will join me in thanking these guys up
here for their support — along with our North Carolina
colleagues — for their support of the tobacco buyout.

As we begin this process, I am reminded of a quote
by our 34™ president, Dwight D. Eisenhower, who once
said, “Farming looks mighty easy when your plow is a
pencil and you’re fifteen hundred miles from the
cornfield.” President Eisenhower had it exactly right,
and therefore I believe it is entirely appropriate for the

House Agriculture Committee to be holding such field

hearings around the country in order to give our farmers



and ranchers an important role in formulating the
nation’s future agriculture policy.

When it comes to writing the next farm bill, I can
think of no better use of our time than to hear directly
from those who are actively engaged in production
agriculture. We need to hear how current agriculture
policy and programs impact farming and ranching
operations, along with input as to how farm policy could
be improved to help farmers and ranchers compete in the
international marketplace. The testimony from this and
other field hearings will have considerable standing as we
prepare to reauthorize federal farm law when it expires
in 2007.

There are, however, a number of challenges facing
us as we prepare to write the next farm bill: maintaining
the budget baseline for agriculture programs in light of
the crippling budget deficit; the fallout of trade

negotiations and agreements that limit certain farm



support programs; and WTO dispute resolutions that can
and do have direct impacts on our domestic programs.
Despite these obstacles, I am committed to working

with like-minded, farm-state legislators to craft the best
possible farm bill that will give farmers and ranchers
protection against the uncertainties of weather and
markets and a competitive advantage in the international
marketplace. Ilook forward to hearing today’s testimony
and having the opportunity to ask questions of the
witnesses.

Thank you, again Mr. Chairman, for holding

this field hearing in the great state of North Carolina.
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Opening Statement
Congressman Bob Etheridge
February 6, 2006

Thank you Mr. Chairman, and thank you for holding this hearing.

Today we start a very public, year-long conversation with
o crop farmers and livestock producers,

hunters and censervationists,

crop insurers,

banks and farm credit institutions,

agricultural researchers,

extension services,
o and others who live in rural America,

as we prepare to chart the future of America’s farm policy.

0O 0 0 0O

The American agriculture community is extremely diverse given our nation’s expansive
size, varied topography and climate, and the many different agricultaral products we
produce.

However, I suspect we will hear today, tomorrow, and in the months ahead, a message very
similar to what Secretary Johanns heard in his listening sessions: that by and large, the 2002
farm bill is working pretty well.

This hearing, and many other field hearings to follow, is focused on real farmers and their
experiences with the 2002 farm bill. 1t is my hope that we will hear from our witnesses what
has worked, what has not, and what they believe we should do with the next farm bill.

Thank you again Mr. Chairman for holding this hearing and beginning the process of
crafting the next farm bill.
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The CHAIRMAN. We would now like to welcome our first panel:
Mr. David Burns, cotton, timber and soybean producer of Laurel
Hill, North Carolina; Mr. Brent Jackson, fruit, vegetable, corn,
wheat and soybean producer of Autryville, North Carolina; Mr.
Larry Martin, corn, wheat and soybean producer of Mount Olive,
North Carolina; Mr. David Godwin, sweet potato producer of Dunn,
North Carolina; Mr. Bo Stone, soybean, sweet corn, cattle and
swine producer out of Rowland, North Carolina.

Mr. Dan Ward, peanut, tobacco, corn and soybean producer of
Clarkton, North Carolina; and Mr. Ronnie Burleson, corn and cot-
ton producer of Richfield, North Carolina.

We will start with you, Mr. Burns, and we will advise every
member of the panel that your entire written statement will be
made a part of the record. We would ask that you limit your com-
ments to 5 minutes and then once all of you have testified, we will
give members of the committee an opportunity to ask you some
questions.

Mr. Burns, welcome.

STATEMENT OF DAVID L. BURNS, COTTON, TIMBER AND
SOYBEAN PRODUCER, LAUREL HILL, NC

Mr. BUrNsS. Thank you, Mr. Chairman. It is a real pleasure for
me to come to make comments concerning the national farm bill.

My name is David Burns, as you stated. We have a cotton, soy-
bean and timber farming operation about 50 miles south of here.
Today, I speak on behalf of the North Carolina Cotton Producers,
which I am a past president and currently serve on the board of
directors. The majority of the cotton farmers in North Carolina are
members of this association.

I would like to welcome everyone here today, the ones from
North Carolina certainly, and Representative Hayes for having the
hearing in your eighth district, we appreciate that.

About 25 years ago, cotton acreage in North Carolina had de-
clined to about 45,000 acres. Today, we have over 800,000 acres.
That has been brought about primarily because of the boll weevil
eradication and because we have an effective farm bill. This farm
bill for North Carolina, I think has had a good balance in that we
have the commodities, conservation, nutrition and rural develop-
ment. The market also protects us when we have low prices, the
marketing loan lets us be competitive in the world market. And
that is why we think the current farm bill should be a basis as we
look to the next farm bill. Certainly we need to keep the bill that
we have in place today, we need it for the next 2 years.

I think it is significant to note, at least the commodity groups
that I am familiar with, have suggested that the current farm bill
serves our need quite well. As a matter of fact, last month, the
American Farm Bureau had recommended extension of the current
farm bill.

We say this, knowing that money is awfully tight in Washington.
We hope you will be able to get adequate funding for another bill.

We do not know exactly what the trade negotiations are going to
bring when we look to the next farm bill, we are disappointed at
the DOHA rounds, that they singled cotton out. We would like for
all commodities to be brought along together on that.
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Another area that we are concerned about is the payment limita-
tions. Most farmers that I know oppose any payment limitations.
We had rather go ahead and develop our farming operation to fit
the commodity we are growing and the region of the country. That
way we could better adapt what we have to meet our needs. Cer-
tainly, we hope that payment limitations will not be reduced fur-
ther. We learned that in the administration’s budget, again that we
are looking at cuts and payments limitations is on the board again.
We hope that this can be rejected again.

We enjoy the planting flexibility of the current farm bill. The
Conservation Reserve Program has served us well. We think that
needs to be volunteer and we think it needs to be a cost share.

On our own farming operations, we have used the Conservation
Reserve Program to take care of a lot of the fragile land on our
farm. We put in filter strips along the streams and more recently
we have put in the bob white buffer quail that is available to us.

The export market that we have in place has served us well, we
hope we can continue that.

The other thing that we like that some commodity groups have
come under fire on is the research and promotion. For the cotton
research and promotion, the Cotton Board collects the funds, con-
tracts with Cotton, Incorporated. To give you an example, in the
United States, consumers are buying about 35 pounds of cotton and
then on the world level, we are only talking about 6 pounds.

Mr. Chairman, we know that you have a daunting task looking
at the next farm bill. We hope that adequate funding can be put
in place and the current bill can be used as a foundation for the
next farm bill. And the cotton industry stands ready to do anything
we can to help with the next bill.

Thank you.

[The prepared statement of Mr. Burns appears at the conclusion
of the hearing.]

The CHAIRMAN. Thank you, Mr. Burns.

Mr. Jackson, welcome.

STATEMENT OF W. BRENT JACKSON, FRUIT, VEGETABLE,
CORN, WHEAT AND SOYBEAN PRODUCER, AUTRYVILLE, NC

Mr. JACKSON. Thank you, Chairman Goodlatte.

I prepared a statement to keep me from rambling, so I will read
that now.

Good afternoon, Chairman Goodlatte, Ranking Member Peterson,
members of the committee. My name is Brent Jackson, I am presi-
dent and CEO of Jackson Farming Company of Autryville, North
Carolina, located in Sampson County. I also serve as the National
Watermelon president.

We are growers and shippers of fruits and vegetables, small
grains, corn and soybeans encompassing 3,200 acres. Jackson
Farming Company is celebrating our 25th anniversary from the
start. My wife Debbie and I started it 25 years ago this year. And
we have always concentrated on our production and marketing of
fresh fruits and vegetables. I thank you for this opportunity to ex-
press my views on the upcoming farm bill from the North Carolina
perspective.
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If we were to ask a random group of North Carolinians to de-
scribe North Carolina agriculture, I suspect that most comments
would relate to our State’s tobacco or animal agricultural indus-
tries. But there is much more to our State’s agricultural economy
than meets the eye.

North Carolina boasts the Nation’s third most diversified agricul-
tural economy. We lead the Nation in sweet potato production; we
rank second in Christmas tree production; third in pickling cucum-
bers and trout; fourth in blueberries and strawberries, greenhouse
and nursery production; and we rank seventh in watermelon pro-
duction, which is near to my heart.

Over the years, the produce industry in North Carolina has gone
through tremendous changes in an effort to remain profitable. The
cost of production is at an all-time high. Our markets are becoming
more and more consolidated because our customers, the retail
chains, have either merged or just have gone away due to the com-
petitive nature of our industry. In the past, we in the fruit and veg-
etable industry have not received farm bill payments or subsidies.
Nor do I suggest subsidies today. I will present four points for the
i:)olriamittee to consider as Congress starts working on the next farm

ill.

First, Let us keep the current planting prohibition in place. U.S.
farm policy should not distort our fruit and vegetable markets by
allowing production of fruit and vegetables on program acreage.

Second, let us help specialty crop farmers mitigate risk through
realistic and affordable crop insurance. The Non-Insured Crop Dis-
aster Assistance Program, known as NAP, has provided growers
with a reliable, albeit minimum, source of coverage. We need a crop
insurance program that has integrity, is honest, realistic and is
used as a safety net and not a way of life.

Third, we need investments in a specialty crop infrastructure.
Research, extension and pest research. North Carolina State Uni-
versity and North Carolina A&T is an indispensable part of North
Carolina fruit and vegetable production. So are the USDA research
facilities and Federal agencies such as the Animal Plant Health
and Inspection Service. Specialty crop producers depend on these
agriculture research institutions and phytosanitary departments.
We have all come to know the word lycopene and its benefit in
helping to fight cancer. But do we know that it was first found in
Lane, Oklahoma in watermelons? We also need more funds for dis-
ease research. In south Florida, the watermelon industry is facing
near extinction, due to a new disease called vine decline, and North
Carolina is being devastated by a disease called phytophthora. Nei-
ther of these have a known cure. We need your help to combat
these new threats.

School lunch programs for fruits and vegetables. North Carolina
has enjoyed great success with our Farm to School Lunch Program
that includes fruits and vegetables. The next farm bill should ex-
pand this program to all 50 States. I personally believe every
school in America needs an opportunity to serve fresh fruits and
vegetables to our children, not occasionally, but every day.

Specialty crop funding. We in the fruit and vegetable industry
view the block grants authorized in the Specialty Crops Competi-
tiveness Act as a vehicle for enabling local investment in specialty
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crops through our State’s agricultural department. As Congress’
farm bill discussions mature, I am certain this issue will receive a
great deal of attention, as you weigh the options relating to this
possible expansion of this Act.

Mr. Chairman, my final point touches on an overall issue that
Congress must consider. That is the No. 1 threat to American agri-
culture today is the shortage and lack of a dependable and legal
work force. Congress must realize that the next farm bill has a po-
tential to prevent or speed up the out-sourcing of our agricultural
economy. For me, labor costs are a make or break issue with re-
gard to my long-term profitability. If Congress passes an immigra-
tion and border security bill that ignores the unique needs of agri-
culture and does not allow a legal Guest Worker Program, it will
be the beginning of the end for the fruit and vegetable industry in
America, as we know it today.

Mr. Chairman and committee members, I thank you for your
time and this opportunity and I will be glad to answer any ques-
tions.

[The prepared statement of Mr. Jackson appears at the conclu-
sion of the hearing.]

The CHAIRMAN. Mr. Martin.

STATEMENT OF LARRY MARTIN, CORN, WHEAT AND SOYBEAN
PRODUCER, MOUNT OLIVE, NC

Mr. MARTIN. Thank you, Mr. Chairman. I also have a prepared
statement.

Thanks to each of you for holding this hearing on the upcoming
farm bill in North Carolina. My name is Larry Martin and I am
a farmer that produces corn, soybeans and wheat in the district of
our distinguished Congressman Butterfield. I am also advisor to
the Wayne County Farm Agency Committee.

I am here on behalf of myself and other farmers, particularly
black, Native American and small farmers. I also represent seven
different minority cooperatives and community-based organizations
located across North Carolina. I belong to Twin Rivers Co-op in
Rose Hill, North Carolina. I am the secretary of the organization.

My concerns and those of the groups I represent are many. You
have a copy of our concerns. I will briefly highlight the issues.

The conservation programs. Many of the acres of land owned by
black farmers are erodible lands and wetlands, small farms with
small tracts and small fields.

The local committees at the county offices approved or set prior-
ity for those to receive cost sharing, financial and technical assist-
ance. Many black farmers did not receive benefits because of their
race and the size of their farm.

Small farms cannot compete with larger farms to receive cost
share funds from NRCS because of the point system to receive as-
sistance.

Recommendations. We recommend to continue and expand the
small farm initiative program under NRCS. Like farms would com-
pete with each other for funds.

On credit findings. Lack of farm credit to black farmers is one
of the major reasons black farmers have declined from 14.4 percent
in 1910 to less than 1 percent today.
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If black farmers did receive loans through FSA, they lost their
land through discrimination practices. Delinquent loan procedures
were not applied the same to all races. Black farmers are still los-
ing land as a result of these actions.

Loan application process through FSA is too complicated for the
average person to understand. And loans from FSA are not ap-
proved timely for small and minority operators. Credit-worthiness
has been lost because of these injustices.

The recommendations. Put a moratorium on black farmer fore-
closures for the next 3 years. This also includes interest accrual.

USDA should develop and implement a policy that would restore
credit to black farmers.

Provide black farmers the first right of refusal on inventory land.

Diversify the management team of loan employees of the FSA.

On the FSA county committee findings. The county committee
makes determinations on program participation, program violations
and hiring managers. In many instances, the committees do not re-
flect the population of the county. The committee is assigned the
task of appointing an advisor to the committee to represent the
under-served farmers. In many situations, the person appointed
does not represent the under-served community. Appointments to
the State committee also fall in the same category. Also, the ap-
pointee does not have voting power. What kind of representation is
that?

Our recommendation. State committee and county committee ap-
pointments be done in accordance with consultation with the black
agricultural leadership and community-based organizations. Local
administrative areas, LAA, should be redrawn to reflect the popu-
lation. This can be done administratively, if enforced.

Land Grant Universities 1890’s. In 1890, Congress created the
1890 land grant universities to educate and service blacks. This
service is still needed.

1890 institutions are under-funded. In North Carolina, North
Carolina A&T State University, a 1890 institution, received $6 mil-
lion in State funds and North Carolina State University received
$62 million—big difference in funding.

Our recommendation. Fund the 1890’s at an adequate level to
enable these institutions to implement the same programs cur-
rently supported at the 1862s.

Commodity crops and marketing findings. Socially disadvantaged
farmers and ranchers grow a higher proportion of non-commodity
crops than the general population; thus, their support from Federal
programs is less than most.

Many black farmers produced tobacco; however, the tobacco
buyout has eliminated most black tobacco farmers.

These farmers are producing specialty crops and livestock that do
not have safety net programs.

The infrastructure to support these new adventures are not in
place, such as slaughtering facilities.

Many black farmers lost commodity basis because they were not
aware that the operator of the farm did not enroll in the AMTA
program.

The recommendations. Provide safety net programs for specialty
crops similar to commodity programs.
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Develop incentives to construct needed infrastructure for farming
changes.

Allow farmers the opportunity to enroll their farm in safety net
programs where bases were lost due to misinformation or hard-
ships that can be documented.

Programs and outreach findings. Outreach is the most important
component of USDA services. Lack of outreach in the USDA has
contributed to many of the problems such as loss of land and farms
to the minority community.

The 2501 Program which was designed to assist in providing out-
reach and technical assistance to black farmers is badly under-
funded. There is so much competition for the funds and not many
funds available, that the program is losing its effectiveness.

USDA agencies outreach programs with FSA, NRCS and RD do
not reach the black community. Other options should be tried.

Recommendations. Fund 2501 program at an adequate level.

Fund USDA agencies with outreach monies, with the stipulation
that the community-based organizations assist in the development
of the outreach plan. Obviously the present system is not working.

Diversify the staff in these offices. Studies have shown that di-
versified staff significantly improves outreach impact.

That is it. I thank you and I will be here to answer questions.

[The prepared statement of Mr. Martin appears at the conclusion
of the hearing.]

The CHAIRMAN. Thank you, Mr. Martin, we appreciate your testi-
mony very much. I remind all members of the panel that light sys-
tem on there works on a 5-minute basis, there is a green light that
comes on for the first 4 minutes and the last minute you will see
a yellow light. When you see that red light flashing, please try to
wrap up.

Mr. Godwin, welcome.

STATEMENT OF DAVID L. GODWIN, SWEET POTATO
PRODUCER, DUNN, NC

Mr. GoDWIN. Mr. Chairman and honorable members of this com-
mittee, first let me say welcome to North Carolina, and thank you
for allowing me to participate in today’s hearing. My name is David
Godwin, and I am co-owner of Godwin Produce Company in Dunn,
North Carolina. Together with my father, I am continuing the farm
operation started by my grandfather in 1946. I am probably one of
the smaller farming operations represented here today, but I can
assure that none are more proud of their background and heritage
than 1.

Godwin Produce Company is a grower and shipper of sweet pota-
toes. We also grow a few other vegetable crops, but our main focus
is sweet potatoes. We are not traditional program crop farmers.

I am also president of the North Carolina Sweet Potato Commis-
sion which represents the over 400 growers of sweet potatoes in
North Carolina. Our State is No. 1 in sweet potato production with
nearly 40,000 acres planted annually. So as you can guess, I have
a keen interest in the upcoming farm bill, especially in any spe-
cialty crop provisions.

I do realize, however, that this committee is not sitting on a pile
of free money and just asking farmers to line up to receive their
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allotted hand-out. You see, I believe that any monies that you may
be sitting on are mine and the other millions of taxpayers in this
great country. However, I do believe that agriculture is a resource
that cannot be wasted. In order for our country to remain viable,
agrim(lllture must be protected and, when necessary, it must be sup-
ported.

I have two major concerns or problems with the 2002 farm bill.
First, I feel that specialty crops were basically left out in the cold
in the previous bill. Specialty crops account for approximately half
of the total farmgate value in this country; however, only a very
small portion of the Federal resources were allocated to our needs.
Only 40 percent of the farmers in this country receive subsidies,
and 90 percent of these subsidies are for the five program crops.
Now I do not want to get in a competition with these crops and my
fellow farmers because, quite frankly, I am an advocate for their
programs as well. However, I do feel that it is time for specialty
crops to be considered in the development of the U.S. farm policy.
We have our own unique challenges that need to be addressed, es-
pecially with research and marketing.

My second major concern with the 2002 farm bill relates to the
equitable distribution of subsidy monies. According to the USDA,
60 percent of farmers receive no subsidies, 40 percent receive it all.
And in fact, 10 percent of the farmers in this country receive over
70 percent of all the subsidies paid. Is this fair? It is thoroughly
disheartening to look up on the Internet and see the same people
getting the top disbursements year in and year out. And if you take
in account the same individuals that have multiple farming enti-
ties, it looks even worse. As we look forward to a new farm bill,
I hope that these issues can be addressed.

Specifically related to specialty crops, I hope more significant
provisions for research and marketing can be included. Our land
grant universities, including my alma mater, North Carolina State
University, are fully capable and quite willing to assist us; how-
ever, money is always an issue. The Sweet Potato Commission
funds limited research; however, our money is not enough. Each
year our industry loses chemical labels and is unable to get new
product registrations—not because a particular chemical us unsafe,
but simply because the chemical companies cannot afford research
and development on products for such few planted acres. It would
not help their bottom line.

We also need assistance with other research. NC State has been
a leader for years in biotechnology, genetic research and pharma-
ceutical product development. Research work is already underway,
and because of this, we even look forward to producing ethanol
from sweet potatoes, but we need help.

And finally, in order for our farmers to survive, we must be able
to compete in the global market. In order to compete, we need eq-
uity. We need to expand our markets internationally, while at the
same time increasing our domestic consumption of fresh fruits and
Vege%ables. Any assistance with these efforts would be most appre-
ciated.

In closing, please let me again say thank you, Mr. Chairman, for
allowing me to be here today. As the FFA creed I learned in high
school reminds me, “I believe in the future of agriculture, with a
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faith born not of words, but of deeds.” I hope that some of my ideas
and opinions today can become deeds or provisions in any new U.S.
farm bill.

Thank you for your time.

[The prepared statement of Mr. Godwin appears at the conclu-
sion of the hearing.]

The CHAIRMAN. Thank you, Mr. Godwin.

Mr. Stone.

STATEMENT OF BO STONE, SOYBEAN, SWEET CORN, CATTLE
AND SWINE PRODUCER, ROWLAND, NC

Mr. STONE. Mr. Chairman, Ranking Member Peterson and mem-
bers of the committee, my name is Bo Stone. I run a diversified
farm in Rowland, North Carolina, which is located in Congressman
MeclIntyre’s district. Specifically, I produce tobacco, corn, wheat and
soybeans. I also have six swine finishing houses and 70 beef cows.
My wife and I also grow strawberries, sweet corn and have a corn
maze. It is an honor to talk with each of you today.

Mr. Chairman, John F. Kennedy once said that farmers are the
only businessmen that buy everything they buy at retail, sell every-
thing they sell at wholesale, and pay the freight both ways. This
statement provides important perspective on the purpose of the
farm bill.

As price takers, we are unable to pass on increases in our input
costs to the buyers of our commodities. Fortunately, the farm bill
helps to ensure an abundant and affordable supply of food, helps
conserve natural resources and supports the family farm. As you
know, farm payments often receive misguided and negative atten-
tion, and as Congress writes the next version of the farm bill, I am
certain that the familiar misconceptions about farm programs will
be heard yet again. Critics of farm program spending must be re-
minded that it is impossible to balance the budget by making cuts
to a program that accounts for less than half of 1 percent of all
Federal expenditures. I realize that with our Federal budget in def-
icit, the next farm bill budget will be tight. But I remind you that
without a strong farm program, our rural economy and the back-
bone of our Nation will suffer.

A farm bill that provides a strong safety net and income stability
is critical to our farmers. The purpose of the 2002 farm bill was to
provide that safety net and stability through its market-oriented
approach. Candidly, that safety net comes at a bargain because the
commodity title only accounts for approximately 25 percent of the
total farm bill authorization. This portion of the farm bill provides
for the direct, counter-cyclical, and loan deficiency payments to
farmers. Estimates indicate that the total cost of the 2002 farm bill
is approximately $10 billion lower than anticipated, even though
farmers have been faced with periods of low prices. Lowering the
counter-cyclical payments and the loan deficiency payments would
devastate our Nation’s farms.

Rising fuel prices have increased the energy cost to American
farmers by $6.2 billion over the past 2 years and fertilizer prices
have tripled over the last several years as well. Continued support
of alternative fuels will stimulate the agricultural economy while
reducing our dependence upon foreign oil. I was pleased to hear
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President Bush’s comments relating to renewable fuels in his State
of the Union address, and I applaud this committee for its leader-
ship in enacting the last year’s Federal energy bill. I urge the com-
mittee to consider expanding upon these initiatives as part of the
next farm bill’s energy title.

As the committee knows, the 2002 farm bill was historic for the
levels of funding for conservation. Through programs such as
EQIP, CRP and CSP, farmers have been able to better protect the
environment, provide better habitat for wildlife, and conserve our
natural resources. Funding of the Conservation Security Program
should be completed to help protect all of our river basins.

As U.S. agriculture looks for ways to be more competitive in the
increasingly global marketplace, producers also need access to a
wide array of financial services to ensure their success. Farm Cred-
it System’s new Horizons initiative offers a number of important
iQ,IIJ;C._J,Qgrestions regarding how Farm Credit can better serve farmers
ike me.

Affordable crop revenue insurance should also be a goal for the
next farm bill. With crop inputs rising drastically, farmers need af-
fordable options in which they can guarantee coverage of their vari-
able costs.

Finally, any future farm legislation should not include more re-
strictive payment limitations, as these caps limit some of the effi-
ciencies of economies of scale for even our average sized cotton
farmers.

Without the safety net provided by the current farm program,
many farmers would be unable to secure the credit needed to fi-
nance their operations, forcing them out of business and devastat-
ing the rural economy. The current farm bill costs Americans just
over 4 cents per meal. Four pennies per meal give Americans ac-
cess to the cheapest, safest and most abundant food supply in all
the world.

In closing, as Williams Jennings Bryan said in 1896, “leave our
farms and burn your cities and your cities will spring up again as
if by magic. Burn our farms and leave your cities and grass will
grow in every street.” Agriculture is just as vital and important to
our economy today as it was then. Please keep that thought in
mind as you work on the next farm bill.

Thank you and I look forward to your questions.

[The prepared statement of Mr. Stone appears at the conclusion
of the hearing.]

The CHAIRMAN. Thank you, Mr. Stone.

Mr. Ward, welcome.

STATEMENT OF DAN WARD, PEANUT, TOBACCO, CORN AND
SOYBEAN PRODUCER, CLARKTON, NC

Mr. WARD. Good afternoon. Mr. Chairman, members of the com-
mittee, I am Dan Ward, a peanut, tobacco, corn and soybean farm-
er from Bladen County, North Carolina. Today, I am speaking on
behalf of the North Carolina Peanut Growers Association. I am cur-
rently serving as treasurer and as a member of the executive com-
mittee. I want to thank you and the committee for coming to North
Carolina and holding these hearings. I appreciate the opportunity
to speak today.
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Last year, together with my father, we planted 92 acres of to-
bacco, 175 acres of peanuts, 1,336 acres of corn and 165 acres of
soybeans. Today, I would like to address how the 2002 farm bill
has affected my farming operation and how it has affected peanut
production in North Carolina.

When the peanut quota system was ended in 2002, North Caro-
lina had planted 125,000 acres of peanuts in 2001. In 2005, North
Carolina planted 91,000 acres. Virginia planted 75,000 acres in
2001 and 22,000 in 2005. South Carolina, on the other hand, went
from 11,000 in 2001 to 59,000 in 2005.

The North Carolina numbers do not tell the whole story of what
happened. In North Carolina, there was a shift in where the pea-
nuts were planted. In 2001, peanuts were planted in 28 counties,
but in 2005, peanuts were planted in 39 counties. Northampton
County, located in the northeastern part of the State, was the No.
1 peanut county with 20,228 acres of peanuts. But in 2005, only
planted 4,508 acres of peanuts. On the other hand, Columbus
County, in the southeastern part of the State, planted 753 acres in
2001 and in 2005, planted 5,900 acres. Other counties in the cen-
tral Coastal Plain also increased their acres or planted peanuts for
the first time.

There were several reasons for this shift, one of which was the
planting flexibility provided in the 2002 farm bill. For some peanut
farmers, cotton was a better option than peanuts. Some were not
satisfied with the price and decided to sit out a year or two. Some
wanted to stretch their rotation. Because of the decoupling of pay-
ments, they were able to make that decision based on market con-
ditions and production costs.

Counter-cyclical and direct payments are of utmost importance to
North Carolina farmers. Without target price protection, many of
our State’s farmers would be out of business. The marketing loan
program for peanuts is working well. I hope that the target price
and the loan rate will be retained. Since counter-cyclical payments
are market price sensitive, they are higher in times of low prices,
when the farmers need them most.

Because of the way the peanut provision of the 2002 farm bill
was scored, an important part of the loan program, the storage and
handling, will not apply to the 2007 crop peanut loans. Peanuts are
a semi-perishable crop, and in order to protect the producer and
allow orderly marketing, storage and handling are necessary. They
have been an important part of the loan program and should be re-
stored for the 2007 crop year and included in the peanut provision
of the next bill.

An important part of the loan program is the producer’s ability
to get the loan in a timely manner at the FSA office. I hope that
Congress will adequately fund FSA to allow staffing at a level nec-
essary to continue the excellent service that the agency has pro-
vided in the past. On a personal note, my local county has lost half
of their work force due to retirements in the last couple of years.
And there is no money available to rehire, and they are working
very hard and very diligently trying to keep up.

North Carolina, like most of the southeastern United States, is
a very agriculturally diverse State. Farms are getting larger be-
cause of economics. Larger farms mean larger amounts of personal
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money put at risk. Critics of the current level of payment limits fail
to recognize how important these payments are at minimizing risk.
North Carolina’s corporate farms are family farms. Please help us
keep the payment limit provisions just like they are.

Conservation programs have helped farmers comply with wet-
land and highly erodible requirements. But there is no way that
they can replace direct or counter-cyclical payments. I hope the
committee will fight any effort by trade negotiators to replace these
payments with so-called green payments.

I hope that our trade negotiators do not treat agriculture as a
chip to be thrown in exchange for concessions from other countries.
I know that there are many facets to the trade negotiations, but
the basic underpinning to our economy is agriculture. The proposed
60 percent reduction in U.S. agriculture support would be devastat-
ing to American farms.

The 2002 farm bill instructed USDA to set the repayment rate
at a level that would allow peanuts to move freely into the domes-
tic and export market. Since 2002, our peanut exports have de-
clined drastically because the repayment rate has been too high to
compete on the export market.

We support country of origin labeling for peanuts and peanut
butter.

Mr. Chairman, I know it will be hard to please everyone when
writing a new farm bill, but you have an excellent starting place
if you use the 2002 bill as your guide. I hope that the American
farmer will not be hit twice; once by reductions in a new farm bill,
and again by a new WTO agreement. For that reason, extension of
the current bill would allow you to assess any reductions mandated
by a trade agreement before writing a new farm bill.

Mr. Chairman, I want to thank you and the committee for your
dedication to U.S. agriculture in the past and the work you are
doing now. I hope that you are successful in writing a new farm
bill that will benefit the American farmer and protect the consum-
ers’ access to a reasonably priced, high quality and safe food sup-
ply.

Thank you.

[The prepared statement of Mr. Ward appears at the conclusion
of the hearing.]

The CHAIRMAN. Thank you, Mr. Ward.

Mr. Burleson, you are last but not least.

STATEMENT OF RONNIE BURLESON, CORN AND COTTON
PRODUCER, RICHFIELD, NC

Mr. BURLESON. Chairman Goodlatte, Ranking Member Peterson
and members of the committee, good afternoon.

My name is Ronnie Burleson. I am a corn, cotton and soybean
grower from Richfield, North Carolina. My family also operates a
cotton gin and I am a proud constituent of Congressman Hayes. As
president of the North Carolina Corn Growers, Secretary of the
North Carolina Cotton Producers as well as a member of the Board
of Directors of the North Carolina Farm Bureau, it is an honor to
be here today and I appreciate your interest in this committee’s
work—and I am nervous, as you can tell. But I would be a whole
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lot more comfortable running a chain saw trimming tree limbs
around the field, as I have been doing the last couple of weeks.

For the most part, farmers appear to be pleased with the current
farm bill. As Congress begins to focus on writing the next version
of this bill, I urge you to craft a bill that will continue to give us
the market-based tools that we need to succeed. Today, I will focus
briefly on four things: the farm bill budget; the WTO talks; pay-
ment limitations; and crop insurance.

Our farm bill investment. When Congress wrote the 2002 farm
bill, our Nation was in surplus. As of February of 2006, our budget
is in the deficit. It is a fact that the final product you write may
be coming from a smaller pot of money.

As you all know, the farm bill is designed to provide farmers
with stable markets, which are critical to keeping farming busi-
nesses in operation. It is a public investment in food and economic
security. Indeed, the farm bill provides U.S. consumers with the
world’s most affordable and high quality food supply. Because of
the farm bill, the average farm family spends only about 10 percent
of their disposable income on food. Payments received by farmers
under this law also end up in the cash registers of local businesses.
Further, the farm bill helps to preserve our environment, build our
rural communities and make sure that low-income families do not
go hungry.

Keeping agriculture in the U.S. creates more domestic jobs for
our inputs such as fertilizer, seed, crop protection, machinery, as
well as jobs and transportation, processing, promotion and market-
ing of our outputs. This is all a part of economic development.

As you wrestle with the funding authorization levels for the next
farm bill, I urge you to remember the purpose of the farm bill and
the need to fund these important initiatives.

WTO negotiations. Like other cotton producers, I monitored last
year’s WTO cotton dispute with concern. Considering the adversar-
1al nature of that dispute, it is easy to see how some farmers may
be wary of trade agreements. But reality tells us that trade is the
future of North Carolina agriculture. North Carolina’s agricultural
sector exported approximately $1.6 billion in 2004. As the DOHA
round of WTO talks continue this year, the U.S. must maintain
this aggressive stance in opening foreign markets. Unfortunately,
the EU and the Japanese have been reluctant to negotiate. I hope
that position changes.

In the meantime, I urge the committee to resist the inevitable
call from some groups to reduce commodity payments. We must not
unilaterally disarm. Currently, the safety net of farm marketing
loans, counter-cyclical and direct payments is working well. The
WTO discussions could require a different mechanism for those de-
liveries. If the WTO fails to reach an agreement this year regard-
ing agricultural issues, it would be wise for Congress to reauthorize
the current farm bill.

Payment limits. During the course of your hearings and debates
on the next farm bill, the issue of limiting farm bill payments may
be raised. You will hear a lot of rhetoric about farmers getting rich
because of Government payments. But the average level of finan-
cial returns that the farmers receive on assets and equity do not
make investors eager to put their resources into agriculture. The
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risk of producing a crop or raising a herd is formidable. Besides,
if farmers were getting rich because of the farm bill, it would seem
that more people would like to take a shot at farming. And we all
know they are all lining up.

You will also hear criticism that large farms receive a dispropor-
tionate share of Government assistance. While this is true, there
is a good reason why large farms receive more. To remain competi-
tive, farms must get larger. As farms grow in size, common sense
dictates that as long as farm payments are based upon production,
the majority of the payments will go to those that produce the
most. This system has proven to be the fairest method of distribut-
ing support. If asked, I will be glad to explain how this could affect
my operation.

Crop insurance. Last, farmers need an affordable and reliable
crop insurance program. It is critical that Congress develop an in-
surance initiative that is affordable and sufficient protection for
farmers.

Thank you for letting me share my views.

[The prepared statement of Mr. Burleson appears at the conclu-
sion of the hearing.]

The CHAIRMAN. Thank you, Mr. Burleson.

I will start with a few questions that I want to direct to anybody
on the panel. So feel free to just signal to me if you want to take
a shot at one of these, and we would like to hear from several of
you if we can.

Given some of the tough decisions we are going to have to make
in this process, I would like some of you to rank the relative impor-
tance of the direct payment, the marketing loan and the counter-
cyclical payment. Which of these provides the greatest safety net
for producer income, in your opinion?

Mr. Stone.

Mr. STONE. Mr. Chairman, of course in my testimony, I firmly
believe that we need to keep the levels on all three. The loan defi-
ciency payment, as we call it on our farm, that and the counter-
cyclical payments really give us an opportunity to provide that
safety net. When prices fall to extremely low levels, that is when
those two payments kick in. So it is very important for me on my
farm to have those, especially if you—well, we saw a large LDP
payment on corn this past year as corn prices dropped to histori-
cally ﬁ)w margin. It is important for me to continue to have those
as well.

But the direct payment has importance as well, especially to our
landowners. We have all argued by—I know you wanted me to
rank them.

The CHAIRMAN. I want you to make a choice.

Mr. STONE. That was a pretty political answer, I thought, on my
part.

The CHAIRMAN. Excellent. We like to do that from this side of the
table. [Laughter.]

Mr. STONE. Yes, sir. The loan deficiency payments really make
a difference for me in those times of extremely low prices. This past
year with corn especially, it made a big difference.

The CHAIRMAN. Thank you. Anybody else? Mr. Burns.

Mr. BURNS. I agree, marketing loans are extremely important.
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The CHAIRMAN. OK.

Outside of the current commodity programs, are there new ideas
the committee should consider that would provide a better safety
net for produces?

Mr. Jackson.

Mr. JACKSON. Mr. Goodlatte, you mean other than the crop in-
surance programs that are currently there?

The CHAIRMAN. Right. Any new ideas you would like to share
with us?

Mr. JACKSON. Well, it is not a new idea, but it is an idea that
we have discussed in the watermelon industry of a safety net that
is not—any crop insurance program does not need to be where it
can insure a profit to the grower. It has to be a true safety net.
And that is worse case disaster. We are not all looking to buy in-
surance for our homes when it burns down, but we would love to
have that insurance when it does burn down.

But you know, the crop insurance program that we currently
have, there are good parts about it and it is a very complicated
issue, as every one of you members I am sure are very well aware
of. But we have got to take the fat out of it, so to speak, and make
it where it is truly a safety net and not a way of life for farmers
to use to farm on.
dTha‘c did not answer your question, but I hope it gives you some
idea.

The CHAIRMAN. It does indeed.

Anybody else? Mr. Burleson?

Mr. BURLESON. I agree that the crop insurance program is a good
risk management tool, but it does not need to be something that
is guaranteed a profit.

The CHAIRMAN. OK. And then finally, you look around this room
or look around any room that I visit when we meet with farmers,
you do not see as many young people as you would like to. I am
glad to see Mr. Stone here and some others, but I want to ask all
of you, what changes in policy would increase the number of farm-
ing opportunities for new farmers and young farmers?

Mr. Martin.

Mr. MARTIN. I think we need some type of incentive program,
whether it be low-interest loans or grants or something for a new
producer or a producer that wants to come into farming, to be able
to come in and get his operation up and going and not have to pay
the loan back immediately, but be long term enough and low inter-
est enough to establish an operation with an adequate funding
level.

The CHAIRMAN. Thank you.

Mr. Jackson.

Mr. JACKSON. Mr. Chairman, I am pretty passionate about that
subject. My wife and I started our farm from zero. We had no help.
My family did not farm, her family did not farm. I was called an
idiot by all my neighbors, which they were probably right in most
cases. But we have made it, we have made it and it has been hard.
We did rely at one time on Farmers Home Administration, they did
come in and help us out. That program, to my knowledge, is still
available. I don’t know that we need to give out grants to start
farmers. They have got to have the backbone and most of all, they



25

have got to have the heart to do it. And it takes dedication. I can
remember times upon times we did not have $20 to rub between
us. But thank God, that has changed and we have been very suc-
cessful in the last few years.

But it takes the Farmers Home Administration, some type of
maybe a grant over a 5-year period maybe, but not necessarily a
grant, but a loan with low interest and some understanding.

The CHAIRMAN. Thank you. My time has expired and it is now
my pleasure to recognize the gentleman from Minnesota, Mr. Pe-
terson.

Mr. PETERSON. Thank you, Mr. Chairman. We are trying to gath-
er information here, so for all of you or whoever, what percentage
of producers in North Carolina have crop insurance? Do you know
what percentage have crop insurance?

Mr. BURNS. It will depend a lot on the commodity we are talking.
For tobacco, it would be pretty high; cotton, it would be pretty low.

?Mr. PETERSON. And that is because it does not make sense to buy
it?

Mr. BURNS. I think that is right. Few years do we have a disas-
ter with cotton.

Mr. PETERSON. What about corn and soybeans?

Mr. GODWIN. On sweet potatoes, we are still in the pilot pro-
gram, we are in our sixth year of a pilot program.

Mr. PETERSON. How is that going?

Mr. GopwiIN. Well, a very low percentage now is in Federal crop.
When it first initiated, it was in two counties, it has been expanded
to 13 now, but the first two counties, the way it was written, it was
not market neutral. Acreage in one county alone went from 1,500
to 7,500 in a period of 2 years. Of those 7,500, probably few of
those potatoes were actually put on the market. People were farm-
ing just to collect Federal crop insurance.

Any Federal crop insurance plan that is written, there needs to
be input from the growers. We tried to put input to start with
when the program was originally being developed and a lot of the
comments that were ignored are now in the policy because a 12V%
to 1 payout was pretty high. So it needs to be looked at and ad-
dressed up front instead of throwing a program out there and ex-
pecting these large expenditures right off the start.

Mr. PETERSON. Anybody know what percentage of corn and soy-
beans are insured?

Mr. BURLESON. In our area, it is pretty low.

Mr. PETERSON. Pretty low?

Mr. BURLESON. It is pretty low.

Mr. PETERSON. Because it does not make sense economically—
what you have to pay versus what you can get back?

Mr. BURLESON. The cost of the insurance versus the guarantees
is pretty inefficient.

Mr. PETERSON. So have people been trying to fix that, have you
complained to RMA or your insurance agents or just kind of ignore
the whole thing and hope for the best?

Mr. BURLESON. Unless you happen to be lucky enough to have
had 5 good years in a row and can prove your yields and you can
get your yields up where you can get 5, you may insure it. But if
you have had a disaster, it sort of kills you to start with.
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Mr. PETERSON. The other thing I was interested in is what you
have done or are doing or being considered in terms of trying to
build a reliable energy program in North Carolina, whether you are
interested or not.

As I said, in Minnesota, we have developed a very profitable, suc-
cessful industry and I was just wondering what is happening here
in North Carolina in that regard, if anything.

Mr. STONE. Mr. Peterson, we are currently in the equity drive
process for a biodiesel facility here in Wayne County. There are
several initiatives to try and start something with an ethanol plant
in North Carolina as well. So that is something that as farmers we
are looking into here in our State.

Mr. PETERSON. But you do not have any now?

Mr. STONE. None that are currently producing at this point.

Mr. PETERSON. Has the legislature ever considered doing a man-
date like we have done in Minnesota? I know some other States are
looking at that. Has that ever been an issue here or been talked
about?

Mr. GoDWIN. I think it has been discussed but never passed.

Mr. PETERSON. We know how to do things with corn and soy-
beans and canola and I will admit I do not know as much about
cotton and some of these other commodities, other than the diesel
engine was invented not to run on diesel fuel, the diesel engine was
invented to run on peanut oil.

I do not know much about the economics of it, but I would as-
sume it may be feasible to make diesel fuel out of peanut oil. But
is there research being done in that area like with peanuts or cot-
ton seed in terms of seeing if this works for biodiesel? We are doing
a lot of research in Minnesota now on cellulosic ethanol and also
trying to turn cellulosic material into syn fuel so we can replace
natural gas. And we think there are some very good economics
there.

I was just wondering if there is anything like that being done
here in North Carolina, looking at those kind of things.

Mr. GODWIN. There is a lot of research being done and there
have been some private grants issued. I know the Golden Leaf
Trust Fund in North Carolina is funding some of the biodiesel for
soybeans and corn and some other products. Sweet potatoes, we
funded some research on developing new varieties of sweet potatoes
that had a dryer matter content. It current has too much moisture
in it to be able to produce a lot of ethanol, but we are breeding new
varieties so that it will have dryer matter content and be more fea-
sible in that production of ethanol. That work is being done, but
again, the research is very limited due to funding.

Mr. WARD. Peanuts are an alternative to the soy diesel as far as
peanut oil, but it has just a little bit more value as a cooking oil
right now. If the supply situation continues on peanuts, it may be
price competitive with soybean oils before long.

Mr. PETERSON. One piece of advice I give you. The EPA is going
to take sulphur out of diesel fuel and there is going to be a huge
market. If we do not get on the stick, we are going to be importing
biodiesel from other countries. So we hope you guys get going.

The CHAIRMAN. I thank the gentleman.
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It is now an opportunity to introduce to you some of the members
of the committee from other parts of the country, starting with
Congressman Frank Lucas from Oklahoma. Congressman Lucas is
the chairman of the Subcommittee on Conservation, Credit, Re-
search, Rural Development—whole host of other subjects. The floor
is yours.

Mr. Lucas. Thank you, Mr. Chairman—the joys of being chair-
man of a subcommittee of miscellaneous topics.

To my peanut friends at the table, we have watched in Oklahoma
the changing in acreage, and in Oklahoma as much as anything,
it is a movement to I guess what you would say is new ground, to
lower their costs on herbicides and pesticides. Is that what has re-
flected here in North Carolina the shift in peanuts?

Mr. WARD. That is exactly. Fresh land with no peanut history,
less disease pressure and higher yield.

Mr. Lucas. Although it does drive the processing industry crazy
fllnd all the people that support that. But it is going on in Okla-

oma.

And I must confess, having listened to you, there are several dif-
ferent perspectives at the table, so in that regard, you are a typical
group of farmers—whole bunch of different opinions.

And some things that reached and grabbed me, no particular
order, Mr. Jackson’s comments about the shortage of labor. This is
being made very clear back home to me in Oklahoma, that we have
to bg rational in whatever we do. So your comments are not unno-
ticed.

Mr. Martin, your comments about EQIP and the point system
and small farms, let me assure you, having chaired the subcommit-
tee when we put this last bill together, the first thing we tried to
do was come up with enough money to fully fund at the time what
we thought were all the requests for EQIP programs. And we got
really close to that, at least the dollar amount to start with.

But we write as a committee, as Congress, we write the farm
bills and then the Department of Agriculture implements those
things. And sometimes the rules and regulations that ultimately all
of have to deal with out on the farm make it just a bit more chal-
lenging. I personally still have a grumble that GRP, the Grasslands
Reserve Program, which was envisioned as a way of moving some
CRP back into productive livestock use, seems to have become a
green zone, a green belt program around urban areas. That was
not intended by the subcommittee. And I do not think we intended
on the EQIP Program to have the point system work this way or
to have a system of allocation work this way. But you are seeing
that, is what you were saying, right, Mr. Martin? If you do not
have the right combination of projects so that you can score enough
points, you get left out.

Mr. MARTIN. Right. I was just saying the smaller farms are com-
peting with ranking for the larger farms, they need to be competing
against each other instead of against larger, more established
farms that have already got practices and such in place.

Mr. Lucas. Because the traditional conservation programs are
kind of a la carte, I need a terrace or I need a this or a that and
if you qualified, you qualified for it. I agree, there is a problem
there and we need to look at that.
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I also in my district have the privilege of representing one of the
1890 land grant schools. And the funding issues are just an ongo-
ing challenge there. And my folks at Langston University do a very
good job in goat research and a number of other topics where they
are the best that there possibly is.

Some of our other friends, talking about vegetable and some of
those crops, one of the fascinating things to me about farm bills—
and my time in college was earning a degree in agricultural eco-
nomics. I am a farmer by trade, so I live this stuff just like you
do. But you look at the history since the 1933 Act, sometimes when
Uncle Sam has attempted to put a bottom on things, Uncle Sam
has wound up putting a top on it too. I just remind my friends in
vegetables and livestock and hay, crops that have not been covered
traditionally since the 1930’s by these farm bill programs, think
very carefully before you get pulled into what the other commodity
groups have been a part of because that tends to be the case.

To my cotton friends, how dramatic an impact do you believe the
Step 2 ruling by the WTO will be on your industry—that we lost,
by the way, after a good and valiant effort to defend our position.

Mr. BURNS. It is certainly going to impact. It helped our export,
our mill people. We would like not to have lost the Step 2, but that
is part of what I was talking about, was some of the negotiations
on the world trade.

Mr. Lucas. I guess, Mr. Chairman, with a good number of mem-
bers yet to go, with the thought about working towards this next
farm bill together, I will yield back.

The CHAIRMAN. I thank the gentleman.

The gentleman from North Carolina, Mr. MclIntyre, is the rank-
ing minority member of the Specialty Crops and Foreign Agri-
culture Subcommittee and we are pleased to be in his district.

Mr. McCINTYRE. Thank you so much, Mr. Chairman. And let me
begin by thanking you for holding the first in a series of these farm
field hearings across the Nation right here in southeastern North
Carolina. We are thrilled to have you and all my colleagues here.
And T hope, to all of our friends in this area, the farmers, that you
will particularly thank these folks up here before they leave today
because they stood with us as we fought for the tobacco buyout in
the past year with all of our colleagues from here in North Caro-
lina. And we are very grateful.

I wanted to pick up on something, Dan Ward, that you said in
your statement, “I hope that our trade negotiators do not treat ag-
riculture as a chip to be thrown in exchange for concessions from
other countries.” I would like you and I know Mr. Stone, Mr.
Burleson all referred to this, the administration in its latest offer
in the World Trade Organization negotiations, is willing to reduce
the amount of money America provides for the farmer’s safety net
by 60 percent in exchange for increased market access. So, particu-
larly as our subcommittee is considering these foreign agricultural
programs, tell us how significant must that increased market ac-
cess be to justify whether or not you could accept a possible 60 per-
cent cut in the farmer safety net.

I will let you start, Dan, Mr. Stone and Mr. Burleson in particu-
lar since you all commented about this.
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Mr. WARD. We do not really think we can accept any 60 per-
cent—we really cannot accept any cut. We need market access. We
have an over-supply on basically all of our crops right now, espe-
cially our peanuts. That was one of the provisions written into this
farm bill that we do not feel has been exercised maybe to its full-
est. And the exercise was that all peanuts should be allowed to
move freely into the export market. And we do not feel like that
has ever been quite utilized. We do not understand the formula.

We know that there is a supply of peanuts, a big supply. Right
now, I think we are actually redeeming maybe 2004 peanuts that
were under loan that have been in storage, redeeming them in
2006. So there is a good supply, we need all of our market access.

Mr. McCINTYRE. Bo.

Mr. STONE. Congressman, if we receive increased market access,
in theory, that will raise our commodity prices. If that is the case,
then the amount of monies that were paid out through the loan de-
ficiency payments and the counter-cyclical payments will, of course,
be lowered. I do not see the need to decrease those levels within
the farm bill if you are going to be not having to pay those monies
out due to the increase in our commodity prices based on our for-
eign market access.

So I would not take them out. I would say, OK, if we are going
to open these foreign markets, then we will not be paying out these
monies anyway, but let us leave them in there in case we do need
them for a serious safety net, because that is what they were put
in place for.

Mr. MCINTYRE. Do you have a comment, Mr. Burleson?

Mr. BURLESON. I agree. The safety net is what we are looking
for. And if we get increased access to foreign markets, we definitely
would hopefully increase the price of what we do sell, and there-
fore, it would reduce the outlay in the loan deficiency payments
and the counter-cyclical and those kind of things. So it would not
be extended, which might in turn save 60 percent of it. But I would
not recommend taking it out of the farm bill, no.

Mr. McINTYRE. All right, thank you.

In several statements, the Secretary of Agriculture has talked
about the difficulty new or young farmers have experienced in ob-
taining land due to high land values. Bo—and Mr. Chairman, I
would like to recognize Bo Stone is National Farmer of the Year,
co-recognized for the national award by the Farm Bureau and is
the North Carolina Farmer of the Year.

Being a young farmer as well, if you could comment about how
this is affecting the opportunity of young farmers, with land value
concerns.

Mr. STONE. Congressman Mclntyre, as we know, less than 2 per-
cent of the Nation farms. The average age of the U.S. farmer is in
the mid—50’s. So there is definitely a reason why young farmers are
not joining our industry, so to speak. And I do not think it is nec-
essarily because they do not want to, because I cannot see why
anyone would not want to do exactly what it is that I do every day.
Ilove what I do and I am thankful that I had the opportunity.

However, I would not have had the opportunity to do what I am
doing if it were not for my parents. I was able to start farming be-
cause they had set the groundwork and they had the farm in a po-
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sition where it was able to, through diversity, to accept myself com-
ing back and adding another family to that.

There do need to be initiatives. I would like to see some ways for
some low-interest loans to help young farmers get started, espe-
cially those that either, No. 1, whose parents or grandparents do
not farm and do not have the opportunity to step into it; or No. 2,
whose farms are not of a size that they can help support a second
family, so to speak. We were able to counteract some of those
through some of the diverse crops that we do grow, but that is not
an opportunity for everyone either. So I think some opportunities
for some low-interest loans would help. Initiatives such as that.
And the revenue-based crop insurance where we can at least help
cover our variable costs, so that if you are just getting started and
do not have anything to fall back on, and you have a terrible year,
you do not have a second opportunity, so things such as that would
really help young farmers, as myself, get started, get our feet on
the ground.

Mr. McCINTYRE. Thank you, Mr. Stone; and thank you, Mr. Chair-
man.

The CHAIRMAN. Thank you, Mr. Mclntyre.

Congressman dJerry Moran represents about three-quarters or
more of the State of Kansas and he is the chairman of the General
Commodities Subcommittee. Jerry.

Mr. MORAN. Mr. Chairman, thank you very much. Thank you all
for joining us at the panel, as well as those in the audience.

I hate to make this suggestion, but I chair the subcommittee that
has responsibility for crop insurance, something I almost never say
when I am home among my own constituents. And the farm bill is
really a different topic than crop insurance. Those two programs,
the farm bill is a separate re-authorization than crop insurance.
But I would welcome any written comments from any of you on
how we can improve crop insurance, particularly in the specialty
crop area.

Mr. Godwin, we are well acquainted with the disaster we had in
regard to sweet potatoes. It has become the role model for how not
to do things. But as we look for ways to improve crop insurance,
welcome your input, be glad to give you my card and e-mail ad-
dress and we will try to come up with some additional solutions to
the way crop insurance works and does not work.

I represent a district that is wheat, cattle, corn, soybeans and the
fastest growing cotton State in the country. My impression in lis-
tening to you, and please correct me if I am wrong, is that gen-
erally there is consensus that the next farm bill ought to look very
similar to the current farm bill. Does anybody disagree with that?
As best as we can fashion that, that is the direction you would like
for us to go; is that true?

I guess I would let the record show that all heads seem to be
nodding.

Mr. Godwin.

Mr. GODWIN. We just need to make more provisions for specialty
crops, they are not included and we need to make provisions for
them.

Mr. MoRAN. Let me ask—and I think there is a movement
among some in Washington to suggest that there is a desire across
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the country for a farm bill that is significantly different than the
one we have, and at least from the panel of the folks here today,
that is not the case.

Now I have spent some time with specialty crop producers and
believe that it is necessary that we bring specialty crops into the
program. I use the word program in broad terms, because I think
farmers are farmers, wherever you are. Whether you are a wheat
farmer in Kansas or you are raising potatoes here in North Caro-
lina, it seems to me that the same goals ought to be in mind, the
enhancement of a rural lifestyle and opportunity for rural commu-
nities. And that the political reality is that we need to have all of
agriculture together, program crops and specialty crops, if we are
going to have success in Congress and in Washington.

Is there a tradeoff though—Mr. Burns, you talked about the
fruits and vegetables violation, planted acres. Is there a tradeoff
when it comes to bringing specialty crops into the farm bill that af-
fects the way we prohibit our acres from being planted into spe-
cialty crops?

Mr. BURNS. My guess is that would be the case, if we have a lim-
ited amount of money. I guess the pie would have to be cut dif-
ferently, I do not know. I am not a specialty crop grower.

Mr. MORAN. Well, someone mentioned the importance of making
certain that we did not put program acres into specialty crops. Mr.
Jackson.

Mr. JACKSON. Yes, sir, I did, Mr. Moran.

We do not want to do that because 1 percent increase in produc-
tion in the specialty crop is generally a 4 percent reduction in price
we receive at the market.

Mr. MORAN. And in regard to payment limitations, and that was
mentioned a couple of times. Mr. Burleson, you were one. Is there
any changes that need to be made in payment limitation provisions
as they currently exist?

Mr. BURLESON. I have got a little bit of comment about payment
limitations, how it affects us. I farm in partnership with my son,
my brother and his son, my nephew. We own 30 percent and we
rent 70 percent of the approximately 4,000 acres that we farm,
scattered across 4 counties and 35 miles. We rent 100 different
farms owned by 120-plus people with an average size of 27 acres
and an average field size of 10 acres. Now most landowners are el-
derly or either heirs of the elderly that have passed on and have
no farm background and do not want to farm, but they would like
to have some income from their land.

We then cash rent the land. From a paperwork standpoint, it is
an impossibility and an impossibility for them to individually par-
ticipate in any farm program, they do not understand the program,
they do not want to go to the FSA office to sign anything, they do
not understand what they would be signing if they were there. So
they basically allow us to do the paperwork and we farm their
land, pay them a cash rent. We do all the USDA compliance, crop
insurance, we take all the inputs, all at our risk and then we,
therefore, receive all the USDA payments. Those payments, from
an outside party looking in, look to be quite large for one farm, but
in the reality of what is really happening is that our farming oper-
ation is keeping 100 individual small farms in business.
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So the payment limit reflects one farm, but it is actually going
to, through my cash rent to those farms, keeping 100 small farms
in business. And therefore, if the payment limits were reduced,
what it would require us to do is, in order to stay within the pay-
ment limits is we would have to give up some of those rented farms
and not farm them any more and, therefore, those landowners
would no longer have any income from their property.

Mr. MORAN. Mr. Burleson, thank you; Mr. Chairman, thank you.

The CHAIRMAN. I thank the gentleman.

Congressman Bob Etheridge, whose district stretches very close
to where we are sitting I think, is the ranking member of that
same General Commodity Subcommittee. Congressman Etheridge.

Mr. ETHERIDGE. Thank you, Mr. Chairman. As the Congressman
from Kansas reminded you, I sit on that same committee with in-
surance and a host of other things and very glad to be here.

Mr. Chairman, let me also thank you for bringing the first hear-
ing here. And let me just add one point to what Mr. Burleson said.
North Carolina really is a State of small farms. And part of that
is because we have had peanuts and tobacco over the years and it
has allowed our people to be on small farms. We are proud of that,
but if we make major changes we are going to see a lot of these
farms turn into concrete and asphalt or grow up.

Let me return—and one thing I did notice in the comments so
far, that we are hearing the same thing the Secretary of Agri-
culture did when he had his listening tour. Farmers like what they
got, and that is a credit to the people who took on this task back
in 2001 for the 2002 farm bill.

But to you, Mr. Burns and the other cotton folks, Mike asked the
question and I want to ask it a little bit differently because if we
are looking at proposals under the WTO of a 60 percent cut in ex-
change for market access, the truth is that cut is going to be accel-
erated much faster than what may happen in that market access.
The market access, if you make the cut over a couple of years and
cotton is taking the bigger hit, you would like to have that access
right away. Well, we are not talking about getting it that quick. It
has been my experience, those boys do not like to open their doors
up very easily. And when they say they are going to do it, you do
not get it. Comment on that very briefly, if you will, so I can get
in a second question. Otherwise, I may have to interrupt you so I
can get it in.

Mr. BURNS. I feel the same way. I cannot imagine they would
open their markets that quickly. And if they did, how that could
affect the price quickly enough to give us any kind of relief. It
makes no sense to me.

Mr. BURLESON. I totally agree.

Mr. ETHERIDGE. Anybody else on cotton?

Mr. BURLESON. I totally agree.

Mr. ETHERIDGE. You agree. And that is one of the reasons—you
have got to understand, you have got friends on this committee, so
we are not in disagreement with you. But I think the issue is that
we have a real challenge. I think the chairman agrees with some
of these issues, whether he says it or not. The problem is that we
have a much bigger fight with a lot of members. We are not fight-
ing, we have to educate. And we will need your help because farm
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policy is the food policy. And in this State, certainly in North Caro-
lina, we may be small in numbers of production, but it is still the
largest industry in our State and the largest industry in the coun-
try.

Let me come back to another point that was made and I guess
I will skip you, Mr. Stone, since you are the younger one on the
panel, but I would like for the others to just comment on this if
you will. I think one of the challenges we face with getting young
farmers in is the cost of land today is escalating very rapidly. But
in addition to that, everything else—equipment, seed, fertilizer, ev-
erything a farmer uses—is going up very rapidly and the margins
are shrinking, so it is kind of hard for a guy to get in new and rent
400 or 500 acres.

Give us some ideas of how we are going to get young folks in
when the cost of capital is so great to get in an industry that is
capital intensive as well as input intensive, for the return. We need
to hear from you. How many of you have sons getting into farming
behind you, if they had to start from scratch?

Mr. BURLESON. It is hard to say definitely, but my dad help me
get into farming and my brother. But I am now that average farm-
er. Granted, I do have a son and a nephew that came back and are
partners in our operation. Part of it would be the transferability of
property helps young farmers continue operations.

Mr. ETHERIDGE. Share with me what you are talking about,
transfer. You can do that now if you own it.

Mr. BURLESON. Inheritance tax issues, capital gains taxes on
timber sales to help maybe create some capital to expand oper-
ations. And low-interest loans, I know when I went to borrow
money or my son went to borrow some money on his own, you
know, they just do not want to let him borrow that money on his
own without my signature as well.

Mr. ETHERIDGE. Because of equity.

Mr. BURLESON. Equity, yes. And as far as buying land, I cannot
even afford to buy land where we farm. That is an impossibility.

Mr. ETHERIDGE. Anyone else?

Mr. JACKSON. Mr. Etheridge, thank you again for being here and
Chairman Goodlatte, I appreciate that.

The low-interest loans probably would be one way, but I would
think maybe more guarantee from the Government to these banks.
Because when Debby, my wife, and I got into this, we did not have
tobacco, never had tobacco. And that is what the banker wanted to
see, was tobacco. That was the first question ever asked to us, how
much tobacco do you have. We did not have tobacco. So we mort-
gaged everything up. Yes, sir?

Mr. ETHERIDGE. I know we are running out of time. I hope the
members of the committee will understand, when they talk about
tobacco, there was a guarantee of how much you would make be-
cause you knew what you would get at the end of the year.

Mr. JACKSON. Yes, sir. That sort of guaranteed the bank. They
knew they would get a certain amount of what they loaned us.

But it is the matter of putting together a business plan as any
other business would. You cannot afford to buy the land to farm.
As we all know, land has just extremely got too expensive for that,
as has already been mentioned. But if there could be some type of
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an apprentice program or some type of, as he said, repealing of the
death tax would be an excellent way to pass the farms on down or
at least leave it at the level where it is currently, which I under-
stand that is back up for revision here shortly. But some type of
apprentice program for an existing farmer to work with a willing
new farmer, irregardless if they are family or not. Just some type
of program like that to put the two together. I would be more than
glad, my oldest son works with me, my youngest son is a senior in
high school, but I would be more than glad to bring in another
partner to help, if there was some way of doing this.

Mr. ETHERIDGE. Thank you.

The CHAIRMAN. The time of the gentleman has expired.

Next we have the gentleman from Minnesota, Mr. Gutknecht. Gil
Gutknecht is the chairman of the Subcommittee on Department
Operations Oversight, Nutrition, Forestry and Dairy, so he has got
a broad portfolio as well. Mr. Gutknecht.

Mr. GUTNECHT. Thank you, Mr. Chairman. I always say to peo-
ple that the reason that you gave me the dairy part was because
no one else wanted it. I do not know if you have any dairy farmers
down here, but that is the most complicated part of USDA policy.
The milk marketing orders are incredible, so we wrestle with those
regularly.

The other thing that the chairman did not mention—and I want
to thank all of you as witnesses, I think you have given excellent
testimony and I think you have given us a real good flavor of the
various dimensions of agriculture here in the State of North Caro-
lina and I want to thank all of you. I want to thank my colleagues
from North Carolina, if you had anything to say about the wit-
nesses.

I just want to raise another dimension of this discussion, and it
came up just briefly with a couple of your comments. I had a listen-
ing session of my own back in Minnesota about a month ago and
we did not have quite as big an attendance as this, but we had a
pretty good attendance. I think if I would have polled in that room
and based on the comments that we received, I would guess that
95 percent of the people in that room would love to just extend the
current farm bill. My sense is that would be a pretty popular no-
tion here.

I just want to kind of cool that thinking a little bit, because when
we passed the last farm bill, I was both on the Agriculture Com-
mittee as well as the Budget Committee. And I think for the bene-
fit of everybody here, we need to sort of step back a little bit and
realize where we were when the last farm bill passed.

At that time, we had moved from $250 billion deficit at the Fed-
eral level to $250 billion surpluses. And the Congressional Budget
Office, which is always wrong, we just do not know how much, was
predicting at that time that we would see surpluses over the next
10 years of somewhere in the neighborhood of $2.8 trillion. OK?
They have revised that forecast now. That forecast now calls for
deficits of about $2.3 trillion over the next 10 years. And that was
before we passed Medicare part D.

So the circumstance in which we are going to find ourselves as
we begin to prepare the next farm bill is going to be entirely dif-
ferent than it was during the last farm bill. And I say that not to
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throw cold water on all of our discussions here, but I think if we
ignore that, I think we do so at our own peril.

So, Mr. Chairman, I would yield back my time, but I want to
thank all of you for coming. I think this has been really exceptional
testimony and I think I have a better understanding of all the
problems you face in North Carolina. They are a lot different than
the ones we face in Minnesota in some respects, but in many re-
spects they are very similar.

Thank you.

The CHAIRMAN. I thank the gentleman.

Also representing North Carolina, the gentleman to the north-
east of here, Congressman G.K. Butterfield.

Mr. BUTTERFIELD. Thank you very much, Mr. Chairman.

Let me join my colleagues in thanking you, Mr. Chairman and
ranking member for the decision to have this field hearing in North
Carolina. This is an honor for all of us and I thank you very much
for it. I also want to thank the guests for coming forward this
morning, these witnesses, I want to thank you for your testimony.

This 2007 farm bill is a very significant piece of legislation. You
know that and we know it as well. It is not theoretical legislation,
this is legislation that is going to affect families and it is going to
affect real people. We understand that and we thank you very
much for your testimony.

I represent the first district of North Carolina, which is the
northeastern part of our State. And although we have many dif-
ferent crops that are grown in my district, tobacco is a principal
crop there in northeastern North Carolina. And we do not hear a
lot these days about tobacco. Seems as though the discussion has
now switched over to cotton and soybeans and the other crops. But
talk with me for a few minutes about tobacco. What impact has the
buyout had on the tobacco industry in North Carolina? Is it good;
is it not so good; is the jury still out on that discussion? Where are
we with tobacco?

Who is the expert on that? Mr. Burns, let us start with you.

Mr. BURNS. I am not sure we have had enough time to really get
a good feel for it at this point. Some of the smaller farmers in par-
ticular are not growing tobacco today. They are using that money
for various things, to pay off debt. Others are increasing their to-
bacco production. What kind of margin will be there, I think it is
too early to know.

Mr. BUTTERFIELD. The small farmers seem to really be complain-
ing in my region. They are using the tobacco buyout money and a
lot of them are getting the lump sum payment and they are trying
to pay down their debt but they do not have operational costs and
they are not able to maintain the farm, and many of them are fear-
ful of losing the farm. Am I going down the wrong road?

Mr. BURNS. I know that is the situation, I have seen it as well.

Mr. BUTTERFIELD. And it seems that your mega farmers and
your corporate farmers are doing much better, even though they
have challenges as well.

Mr. BURNS. They do have challenges. It is kind of economies of
scale. The ones that are staying in are mostly pretty big tobacco
farmers, 100 to 400 acres.
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Mr. BUTTERFIELD. Do you find that many of your producers are
getting the lump sum payments? Are they going to the banks and
the credit sources?

Mr. BURNS. A lot are. I do not know the percentage. The fact that
we could use our 1031 exchange has helped some when we take a
lump sum and buy land with it, timber land or whatever.

Mr. BUTTERFIELD. Are the banks treating the 10-year payout as
a guaranteed payment backed by the Federal Government?

Mr. BURNS. Yes.

Mr. BUTTERFIELD. They are treating it as such.

Mr. BURNS. Yes.

Mr. BUTTERFIELD. We were concerned about that in the begin-
ning.

Mr. Martin, did you want to comment?

Mr. MARTIN. I would like to address that from the small farmer’s
perspective.

Mr. BUTTERFIELD. Yes.

Mr. MARTIN. As you were saying, I think the jury is still out as
far as the small farmers growing tobacco. And the main reason
being that most of them did not get a contract to be able to con-
tinue in tobacco. And most of them did not have the equipment or
the infrastructure, even if they had got a contract. So they are
using their buyout money to pay past debts and whatever.

Mr. BUTTERFIELD. Do we need to write something into the farm
bill to help the small farmer diversify and go in other directions?

Mr. MARTIN. Anything to help, I mean if you can write something
in there. It would be good for the small farmer, like I say, because
they were left out just because of the contract situation. Most of
them were not even offered a contract.

Mr. BUTTERFIELD. Are most of your small farmers, are their
farms encumbered, do they have large debt on their farms or are
most of their farms paid for?

Mr. MARTIN. Some of them have debts. It is a lot of different sit-
uations with farms.

Mr. BUTTERFIELD. I was just thinking, if they are not able to
service that debt and if they are using the buyout money to pay
down other obligations that they have, what is going to happen to
the farm?

Mr. MARTIN. If they do not get help, they are going to go out of
business.

Mr. BUTTERFIELD. They are going to lose the farm.

Mr. MARTIN. The small farms, yes. They need help from what-
ever, if you can put it into this farm bill.

Mr. BUTTERFIELD. All right. In the interest of time, Mr. Chair-
man, I want to thank you very much for your leadership on this
committee and I am going to yield back the balance of my time.

The CHAIRMAN. I thank the gentleman.

In the interest of time, because the gentlewoman from Winston-
Salem area needs to catch a plane flight, we are going to jump
ahead to her and we are very pleased to recognize Congresswoman
Virginia Foxx and she does represent an area to the north of here.

Ms. Foxx. Thank you, Mr. Chairman. I think I am the farthest
west person here from North Carolina. It is good that we have so
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many members on the Agriculture Committee because agriculture
is very important to our State.

I am sorry that I am going to have to leave now to get back to
Washington, but I will be working with all the members of the
committee in all the different areas on the issues that have been
brought up today. I am sorry I am going to miss my own constitu-
ent who is here, Dr. Cooper, who is going to be in the next panel,
but I know that he has some very interesting things to share with
you.

And I want to thank you, Mr. Chairman, for bringing the com-
mittee to North Carolina.

The CHAIRMAN. I thank the gentlewoman.

It is now my pleasure to recognize the gentleman from Louisi-
ana, Congressman Melancon.

Mr. MELANCON. Thank you, Mr. Chairman, I appreciate the fact
that I have the opportunity to come to North Carolina. I am a
freshman member, so I am going to start my primer on program
crops. I used to understand the peanut crop because I came from
sugar, but now that has changed in the last farm bill. So I have
got to expand my horizon.

One of the things that I believe in and always have, since I grew
up in farming, is that food is national security and that these peo-
ple that want to wrap themselves in the American flag and talk
about national security need to start looking at food and fiber and
energy. And the people that are sitting here today are the people
that will keep America running no matter what. But once we lose
that, we are in trouble.

Mr. Burns and Mr. Burleson, I guess the question I have got, last
week there was a budget reconciliation bill, it is my understanding
that there was a cut to the loan rate or support rate for cotton and
I was wondering if you all are familiar with that.

Mr. BUrNS. Youre talking about the budget that is proposed
today?

Mr. MELANCON. No, I am talking about last week’s budget rec-
onciliation. I understand cotton got a cut and then you have got a
cut proposed in the President’s budget coming that was introduced
today. So that was one that you were not aware of?

Mr. BURNS. [Shakes head.]

Mr. MELANCON. I did not think you were. I figured I would have
somebody knocking on my door wanting to talk to me.

And then they are talking about reducing the support levels for
crop insurance. I know where I am, you would just as soon not buy
the insurance for sugarcane. I have not had experience with other
crops because that is the dominant crop where I am. How does that
affect your bottom line? That again takes more money out if you
are buying crop insurance.

Mr. BURNS. It does. And for most of us on cotton, most of us have
at the lower level, but to get a higher level, the economics would
not be there.

Mr. MELANCON. I spoke with some farm credit people when I
first came in here. I have been in meetings in Louisiana for years
and when farmers are having problems, usually there are bankers
that are in the audience. Do we have any bankers here or are all
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your bankers waiting for you to come back to their office and tell
them what you heard today?

[Show of hands.]

Mr. MELANCON. This is one of the things that bothers me tre-
mendously, because agriculture is not just about the farmer. It is
about the landowner, it is about the bankers, it is about the com-
munities, it is about rural America’s entire makeup.

I guess rather than asking questions, I am on my bully pulpit,
but I just have grave concerns with the dismantling of American
agriculture and just hope that we can maybe turn this thing
around. It bothers me we are spending billions and billions of dol-
lars in other parts of the world, but we are not spending money we
need to spend to keep America going.

Thank you, I yield back my time, Mr. Chairman.

The CHAIRMAN. I thank the gentleman.

It is now my pleasure to recognize the gentleman from right
across the street in North Carolina, Robin Hayes. A little bit of con-
fusion caused by our committee. We have a subcommittee dealing
with specialty crops but specialty crops for us is not what most peo-
ple talk about. It is tobacco, peanuts and sugar. When you talk
about sweet potatoes or tomatoes or a whole host of other things
that you think of as specialty crops, that comes under Mr. Hayes’
jurisdiction because his subcommittee has very broad jurisdiction
over our livestock as well as what we call horticulture and that in-
cludes all of that wide array of crops that you are talking about.
So without further ado, the gentleman from North Carolina is rec-
ognized.

Mr. HAYES. Mr. Chairman, thank you very much for coming to
North Carolina. I am extremely proud of our farmers, their families
and our agriculture community. And many of them are here and
represent the industry very, very well.

I think Ronnie Burleson is younger than Bo, it is just a lot
rockier over in my end than it is down there in the sand. That is
why he looks weathered.

Let me first thank the Agriculture Committee staff for putting
this together. Pam Miller and others have done a wonderful job of
getting us altogether and setting this thing up. So I wanted to
thank them, to be sure.

It is great to have these folks here with us today from all over
the country. It is a good bunch of good old boys and girls, before
Virginia left. In this day of let us bash Washington for whatever,
you are looking at a large number of your Agriculture Committee
members who work very, very well across the aisle to do things for
agriculture and for America. And I have enjoyed working with
them tremendously.

I would like to point for just a moment to the tobacco buyout for
which our chairman was a tremendous help. But again, across the
aisle, bipartisan support, support between either side of the Cap-
itol, the House and the Senate made that possible. And that is a
pretty small group in terms of overall representation but vitally im-
portant to agriculture in North Carolina where it is a $62 billion
industry per year. So be encouraged, there are a lot of good folks.
A lot of good folks who come to Washington and work for you all.
So thanks for everything you do.
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I would like to bring to the committee’s attention something very
exciting in North Carolina. Dave Murdock from California, talking
about specialty crops, is opening a new processing plant for Dole
Foods, berries and all types of fruits and vegetable processing and
sales and distribution, taking healthier products and making them
even healthier so that that distribution will be even more wide-
spread. So that is great for agriculture, it is great for the economy.

Also, a lot of research being done. Somebody mentioned earlier
about fruits and vegetables in school lunches. NC State and I am
sure others are doing research that is going to enable us to put
apple slices that will not spoil or will not turn brown in those
lunches and make it much more practical and easy to do that. So
the biotech campus plan for Kannapolis will be good for agriculture
and as you look at alternative fuels, and many of you have men-
tioned that, ethanol, biodiesel, we ought to be exporting these fuels
to China and other places, to help our economy, our foreign policy
and a whole host of things. So thank you very, very much for that.
I am proud of our folks.

A question on the payment limit issue. Ronnie, you touched on
it, but would the panel speak a little bit more broadly to that
issue? Because it is very important, I have got a constituent out
there that has got a minimum of 150 family members that work
on his farm and it is not like it is one guy getting one payment.
Anybody else like to comment on that? Mr. Godwin, Mr. Martin,
anybody?

Mr. GODWIN. The payments that our farming operation gets is so
small that I am not familiar enough with them.

Mr. HAYES. I did not mean to call on you inadvertently. Anybody
else? David.

Mr. BURNS. Congressman, I would really hate to see them cut
the program. It is tough enough to live with what we have today;
if they are cut more, it is really going to be a problem for most of
us.
Mr. HAYES. A classic example, where Ronnie lives, the whole
growth pattern from the Charlotte area is moving out and land
that should and could be in agriculture has now become attractive
as developable housing land. And we need that green space, we
need that agriculture to continue.

Mr. Martin, before I forget, Mike East is here today. He is the
handsome guy in the yellow tie in the back with FSA. He would
love to talk to you and I sure Keith Weatherly would as well.

Let me see, Mr. Jackson, talk some more about the planting pro-
hibitions and allowing producers to plant fruits and vegetables on
program crop acres without taking penalty. How would this affect
fruit and vegetables if it were changed?

Mr. JACKSON. Well, it would make it more enticing for traditional
grain farmers to move into the fruits and vegetable industry. And
it is not that we are trying to control a monopoly, but we have a
tremendous amount of infrastructure involved in our industry. We
have spent more dollars than I want to admit on cooling facilities,
packing lines, labor camps, et cetera. And we cannot afford for a
grain farmer historically, which is not normally just a grain farm-
er, but traditionally has been a tobacco farmer, a grain farmer, a
livestock farmer—they cannot jump in, if they jump in 1 year or
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2 years into the vegetable production, it is devastating to our mar-
ket and we cannot survive with our cash flows the way it is based
upon. Because our profit potential, as someone mentioned, one of
the members mentioned already, is if we can net 3.5 to 4 percent
on our sales, we have done fantastic. And there is no other indus-
try that I am aware of in this business in the United States that
can operate on such a minute percentage of profit. So we do not
need any more pressures put on production because it needs—I am
not saying it would be mandatory production, but at the same
token, we cannot have a free for all where everyone would go out
in one particular area and plant X number of whatever.

Mr. HAYES. Thank you, sir. Mr. Chairman, I yield back.

The CHAIRMAN. I thank the gentleman.

Speaking of specialty crops, fruits and vegetables, the gentleman
from the Central Valley of California, Congressman Jim Costa,
knows a lot about that.

Mr. CostA. Thank you very much, Mr. Chairman. I want to
thank you and your staff and members who are here. Obviously
our efforts to set the table and to carefully listen to farmers and
ranchers, dairymen throughout the country as we set the table for
the 2007 farm bill is critical in order for us to be able to do a good
job. I always enjoy when I am having an opportunity to see agri-
culture around the country, having been and actively still a farmer
and I reflect a family that is third generation farm family in Cali-
fornia.

I am looking at the information that has been provided by the
committee from I believe it is the USDA. And the average size of
a farm, according to this information we were given, is about 160
acres here in North Carolina, up a bit by 5 percent—168 acres
today, in 2002; it was 160 acres in 1997. We talked a bit in your
testimony about what constituted a small farm in North Carolina.

I am wondering, we did not get very close or at least I did not
get a good idea where you make that distinction. An average size,
if it is 168 acres plus or minus, where do you make—and I know
it varies in terms of the commodities that you are growing because
some in smaller acreage can produce higher value. But anyone care
to give myself and members of the committee what an average size
or what a small farm is here in North Carolina?

The CHAIRMAN. Let me take the opportunity to ask a couple of
distinguished guests if they would raise their hand so we can ac-
knowledge them. We are pleased to have the North Carolina agri-
culture commissioner Steven Troxler. He just stepped out of the
door. [Laughter.]

The CHAIRMAN. Well, while we are looking for him, I also want
to acknowledge that John Cooper is here, he is the State Director
for the U.S. Department of Agriculture Rural Development Pro-
gram. Right back there. We are very pleased to have both you gen-
tlemen and honored that you would take the time to be with us
today.

I take it the gentleman from California has yielded back?

Mr. CosTA. Yes.

The CHAIRMAN. Were you going to answer a question?

Mr. BURLESON. I was just going to make the comment that it
does vary tremendously by crops and areas of the State. Eastern
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part of the State obviously does have lots of larger farms, especially
grain farming. More toward where I am from west of here, even
around Fayetteville itself near here, they are all small farms like
I mentioned awhile ago. Our average farm that we rent is 27 acres.
And I am considered one of the largest in our area of what we own
and that has been accumulated through my father and my myself
and my brother, and we only own 1,200 acres. But it is in 20 dif-
ferent locations, put together.

Mr. CosTA. I think when we try to make a comparison, there is
never a sense where one size fits all. I think you all understand
the challenges we face in trying to put together a new farm bill and
realizing the lack of dollars and the challenges that we face.

Let me ask another question. There has been a lot of discussion
on the World Trade Organization hearings that have been taking
place last fall. I spoke with Ambassador Portman after the State
of the Union last week. How closely are you following these discus-
sions and how much of an impact do you believe they are going to
have on farmers in North Carolina’s ability to compete in the next
5 years?

Mr. BurNs. Congressman, from the amount of following I am
doing on it as a cotton farmer, I am very concerned. As I men-
tioned, cotton has been singled out, they want to negotiate trade
on cotton, talking about reducing 60 percent of the payments on
that. I do not know how we can operate that way.

Mr. CosTA. What else would you grow if you were not growing
cotton?

Mr. BURNS. What are the options other than cotton?

Mr. CosrTA. Right.

Mr. BURNS. Very, very limited for us. Soybeans would be an op-
tion but it is not a profitable crop for us.

Mr. CoSTA. One of the arguments pretty much my cotton farmers
make is that if they have to switch to other areas of production,
it is going to impact other commodity groups and that is for those
who have the flexibility to switch.

Mr. BURNS. I do not know what we would switch to. Some of the
others might have an idea.

Mr. GopwIN. We have seen that even with the shift in tobacco
production. A lot of those tobacco farmers shifted to vegetable crops
and 4,000 acres was nothing to the tobacco industry in North Caro-
lina, but when you add 4,000 to 5,000 acres of sweet potatoes, that
is 12 to 15 percent of the volume that we produce, it is a large im-
pact. So if you cut the cotton acres, a small percentage would be
a huge percentage increase in vegetables in North Carolina. I do
not know about the other States, but I know it would be in North
Carolina.

Mr. CostA. Thank you very much, Mr. Chairman. I yield back
the balance of my time.

The CHAIRMAN. I thank the gentleman.

I believe that Commissioner Troxler has come back in the room.
We are very delighted to have you with us as well. Thank you for
taking the time today.

Now it is my pleasure to recognize the gentleman from Iowa,
Congressman Steve King represents a big portion of, in fact the en-
tire western portion of the State of Iowa. Steve, welcome.
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Mr. KinGg. Thank you, Mr. Chairman. I want to thank you for
holding these hearings down here and my colleagues for being here
today and testimony of our witnesses and the attendance that is
here.

One of the things that I am seeking to do is get a better under-
standing of the different picture of agriculture across the country
and I will do my best to be at every hearing around this Nation
because I think it is essential that we hear from each region. One
thing that I notice is that everything we do in Iowa, you also do
in North Carolina. And I would add to that, thank you for sending
your pork production technology up our way. That has been a big
help to everybody in this country.

But I was also struck, and I would start with Mr. Burns, by your
ability to be quick on your feet and adapt your testimony to the
President’s budget this morning. I got the message at something
like 11:16 this morning, so you were ahead of me in your comments
on that. But I would ask you an additional question here. With re-
gard to the farm program, if those dollars increased, and say they
increased on average $10 an acre across all agriculture in North
Carolina, where would those dollars end up? Would they end up in
the hands of the producer or the hands of the landowner?

Mr. BURNS. Primarily the producer, but for the landlord to some
extent.

Mr. KiNG. I thank you for that.

And what have land prices done? I would ask this question gen-
erally? across the panel. What have land prices done in the last 3
years?

Mr. BURNS. Gone up significantly.

Mr. KiNG. Do you know the percentages year by year or generally
speaking?

Mr. BURNS. My guess is it would be somewhere 5 to 8 percent
a year. Some of the rest may have a better feel.

Mr. KiNG. OK.

Mr. Stone.

Mr. STONE. Yes, sir, but I would like to point out that the major-
ity of the farms that are sold in our area are not being sold to
farmers. This is housing developments and different things like
that. I hear it pays well, but there is only one crop that way. That
has been an issue with us, farmers are not the majority of the ones
buying the land that is being sold in our area, it is being sold for
development purposes.

Mr. KING. And I appreciate that distinction. Would anyone care
to give a qualified answer as to farmer-to-farmer sales, what they
might have done by comparison? Less than the 5 to 6 percent? Mr.
Jackson?

Mr. JACKSON. Congressman King, it depends on what location
you are at, which is always in real estate, they say location, loca-
tion, location, location. But the ones closer to the cities have tended
to bring anywhere from $3,500 to $5,000 an acre and if it has been
a farmer-to-farmer sale, they have been in the $1,500 to $2,200
range, is what we have seen in the last few years.

Mr. KING. Thank you. And that helps me a lot.

I would direct my next question over to Mr. Burleson. I noticed
in your written testimony that you primarily focus on cotton and
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corn production and then you also I believe in your oral testimony
added soybeans to that. It seems to me like a real difficult task to
get into all those 10-acre fields. But I would ask you, has your acre-
age shifted say over the duration of this farm bill, percentage of
your operations? Has it gone more from corn to cotton or cotton to
corn?

Mr. BURLESON. Our operation has tremendously shifted away
from corn. Granted where we are at, our capability of growing corn
is only 100 bushels, up to 140, that is our potential, whereas in
your area, you might grow 200 bushels of corn regularly. So we
cannot compete growing corn. Typically, in the 1980’s in particular,
late 1970’s and 1980’s, we had a terrible drought about every third
year and that tremendously affects a corn crop. Whereas a cotton
crop blooming and producing cotton over a 6-week blooming period,
you have an opportunity to at least make a decent crop. So there-
fore, we have switched a lot more over to cotton.

Mr. KING. I thank you and the balance of that expertise I think
may well come from my colleague, Mr. Moran, on that subject mat-
ter.

Then I would direct my next question back to Mr. Jackson. In
your request for an availability of adequate labor supply, I under-
stand that this is an extraordinarily complicated issue and I would
just ask you to focus. Can you help direct us towards a model guest
worker, temporary worker program somewhere on the globe, some-
where in history where we could learn from that? Or are we blaz-
ing a new trail here?

Mr. JACKSON. Well, I do not see where there has been anything
done in the past that we need to copy. Because what has been done
in the past has not really worked. If you will remember in 1986,
I believe in that time frame, or 1988, they had an amnesty pro-
gram and that did not work. The workers that were on our farm
at that particular time, when they got legalized, they went into
other occupations, they did not stay on the farm.

Now there is no one in this room that is more against amnesty
than I am, but we have got to have bipartisan support on immigra-
tion. And with immigration being—they have got to earn their
right to be here. We use H-2As. We are an H-2A grower. We love
the program, we dislike the wage rate we have to pay and the pa-
perwork we have to go through with to get it here. But at the same
token, we have a dependable work force that we can count on. And
that does not solve the problem of the 11 million illegals that are
here that I know all of you are concerned about, and everybody in
America. But we cannot just enforce the border and put up fences
and shut down the border completely to immigration or this coun-
try will dry up. We will become as the United Kingdom has be-
come, a country that imports more than it can produces, when cur-
rently we are producing what we need plus exporting. But if we
were to close the borders as has been proposed in the Sensen-
brenner bill, we are in for a mess, a real mess.

Mr. KiNG. I thank you.

Mr. Chairman, I will yield back without comment.

The CHAIRMAN. I thank the gentleman.
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Now it is my pleasure to recognize the gentleman from Colorado,
John Salazar represents the western part of the State of Colorado.
John, welcome.

Mr. SALAZAR. Thank you, Mr. Chairman. And thanks to all of
you for making us so welcome here in North Carolina.

I too am a potato farmer from Colorado, my wife and I farm a
little over 2,000 acres. You think 2,000 acres would be a very large
farm, but in my area, a 2,000-acre farm is about average size, 10
years ago, it was 656 acres and now it is 2,000 acres. So it is just
the price competition, the competitive side, the economies of scale
that make sense in order for us to make a living.

But we live now in a society where agriculture has become such
a competitive business. We not only have to compete with world
markets, we have to compete with local markets. And I will just
lay a little instance of what we did in the potato industry in Colo-
rado this last year.

As Government funds dried up, and the potato industry basically
opposes any Government intervention in vegetable production, but
what we did is we set our own set-aside program called Farm
Fresh Direct, with the four major potato growing States in the
country—Colorado, Washington, Wisconsin and Idaho—and we
were effectively able to set aside or lessen the acreage production
by 14 percent from last year to this year. That meant that we were
able to sell our crops from zero last year—in fact, I had to dig a
hole and bury over 40,000, I think it was 50,000 hundredweight be-
cause I could not even give those away to charity. This year, we
are selling it off the farm for over $9 a hundredweight. So that is
just a little lesson.

But I do not want to take up too much of your time, but I would
like to address the issue that Mr. Jackson brought up about immi-
gration because I know that this is a very touchy subject and I un-
derstand the impact that it has to agriculture, especially the vege-
table and fruit producers.

We do have to secure our borders, but we need to be a little more
specific as to how we address the number of workers needed. We
talked, Mr. Godwin and I talked a lot about the work ethic is gone
in this country. If you look at minimum wage when it as passed
back in the 1930’s, it was, what, 85 cents an hour, now it is $5.25
an hour. Almost no American can work for that amount or is un-
willing to do the work out in the field for that amount. Many of
us with the Guest Worker Program—not the guest worker, but the
H—-2A programs that are in place right now are paying close to $14
to $15 an hour on the average. OK? That’s close to minimum wage
if it was adjusted from 85 cents an hour back in the 1930’s, accord-
ing to inflation, up to today’s economy. Yet we cannot get American
workers to fulfill the jobs that immigrant workers are doing out in
the field.

Could you maybe comment on that, Mr. Godwin?

Mr. GopwiIN. This past year, our H-2A program, we paid an
hourly rate of $8.24, so the minimum wage is a joke to us, because
everybody on our farm has to be at that minimum level or higher.
So the $8.24 was our minimum rate, but when we take into ac-
count crossing the border, our transportation fees that we pay,
$900 is what, in excess of that, this year per worker that we are
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paying, and when we take into account that we are providing their
housing, their transportation the whole time they are in the United
States, and other costs, our farm paid $14.10 an hour last year for
every hour that an H-2A worker worked last year, $14.10. So the
minimum wage, to us, is a joke, because that is way below what
we are actually paying.

We are having to absorb that somehow in what we are getting
for our commodity when we sell it. And the margins are getting
smaller and smaller.

Mr. SALAZAR. So do you think that you could get an American
worker to do the jobs that these folks are doing out in the fields,
if you paid minimum wage?

Mr. GopWIN. No, we have not been able to. As we were discuss-
ing before the hearing actually started, during this time of the
year, we are not allowed to bring H-2A workers in and so we are
having to try to find local workers, and we have been unable to do
that. Our packing line at Godwin Produce runs about 3 days a
week during this time of the year. I have been through 28 local
people that I have hired to fill the position for 10 jobs in the last
2 weeks, and I have lost all 28 of them, because they come, they
are unwilling to perform any manual labor, even at the rate I am
paying. So no, I have not been able to find American workers that
are willing to have any work ethic at all and stay with you in man-
ual labor.

Mr. JACKSON. Congressman, could I make a comment?

The CHAIRMAN. Briefly.

Mr. JACKSON. OK, I'll make it brief.

Another thing such as Mr. Godwin and myself, we are trying to
do this legal, we try and have a legal work force. Our neighbors
who are using illegals are paying $6 a hour and that is already
putting us at an unfair advantage when we are out there on the
marketplace dealing with the same chain stores.

The CHAIRMAN. I thank the gentleman.

It is now my pleasure to recognize the gentleman from Michigan,
another new member of the committee, Joe Schwarz represents
southern Michigan.

Mr. ScHWARZ. Thank you very much, Mr. Chairman.

I represent areas in Michigan that border both Indiana and Ohio.
It is intensively agricultural. In the real world, I am a surgeon, so
my questions are going to be a little different perhaps than what
have been asked before. And perhaps may be more appropriate for
the next panel, but I would like any one of you to pitch in even
though it is probably going to be associated more with animal agri-
culture than crop agriculture.

You have an outstanding college of veterinary medicine here in
the State of North Carolina, North Carolina State University.
Would any of your care to comment on whether or not that college
is producing enough in the way of veterinary help for yourselves.
Some of you probably have some animals. The others on the next
panel, think of this question, I am going to ask the same one. Do
you need more large animal vets? Because most veterinary schools,
especially the one in Michigan, at Michigan State, another superb
school, are producing a lot of people who want to treat cats but
they do not want to treat large animals. What is the situation with
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the supply of vets in this State, and should the Federal Govern-
ment have a program in law which makes grants, direct grants, to
young men and women who want to go into veterinary medicine?
Anyone that wants to jump in, please feel free to do so.

Mr. STONE. Congressman Schwarz, I would like to address that.
From the perspective that my younger sister graduated from North
Carolina State School of Veterinary Medicine and is a large animal,
strictly equine, veterinarian. The problem is she is practicing in At-
lanta, Georgia at this point and is not much help to me on the farm
except from advice over the telephone.

One of the issues that she had when she came out of NC State’s
vet school is that for a large animal practice to make close to the
equivalent of the same thing that her colleagues were making in
small animal practice, she was not able to stay in North Carolina.
She had to go to Atlanta where the equine industry is such that
where they can afford to pay for those services. A large animal vet
in North Carolina would probably not have the opportunities to be
strictly equine, as she is where she is located now. They would
have to be more beef cattle, more swine, a little more diversified
from that standpoint. As we know the margins on cattle farms and
all and the profit margins there, do not allow you to hire a veteri-
narian to do very many services at all for you.

So that is part of the issues there that we are facing with the
small numbers of No. 1 large animal vets that are coming back to
our State to practice, is the margins that they are—the profit mar-
gins that they are able to garner either with small animals or ei-
ther out of State are much greater than what they can do here.

Mr. ScHWARZ. Should there be Federal subsidies for large animal
vets so that you have enough large animal vets in a State like
North Carolina or a State like Michigan, whose I would expect ag-
riculture production is very, very similar?

Mr. STONE. As far as subsidies, I do not know the best way to
really address that and I am glad that we have members such as
yourself that can help us with issues like that. But there does need
to be some kind of a way to guarantee through USDA or somehow
that we would have those qualified veterinarians at our service
when needed, especially if we were to have some issues with some
of our animal health such as the mad cow or anything like that,
that could possibly at some point in time surface. We need to make
sure we have these people in place and the policies in place to
where we are protected and to be able to react in a scientific man-
ner.

Mr. ScHwWARZ. Thank you. My own research in this, which is per-
sonal and only on a person-to-person basis, indicates that in num-
bers of States we are close to—I do not want to use the word crisis,
because everybody uses the word crisis and it probably is not a cri-
sis yet. But there is a paucity of large animal vets.

Second, and this is a comment. In my district, we have large
dairy operations, large crop operations. In fact, I have one gen-
tleman who grows all the carrots for V8 juice for Campbell’s. In
any event, I believe and I agree I think with all of you, that we
are going to have to have some sort of an intelligent solution to the
cross border problems. Because there is no way that you can exist
and no way that the agricultural economy in my district can exist
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without it. That is simply a fact of life in 2006. And I thank you
for bringing it up.

And I yield back, Mr. Chairman.

The CHAIRMAN. I thank the gentleman.

And finally, we are very pleased to have with us from the State
of Texas, from west Texas as a matter of fact, Congressman Mike
Conaway.

Mr. CoNAWAY. Thank you, Mr. Chairman.

I was particularly pleased to hear the comments—not the com-
ments, but pleased to hear the comments from Mr. Jackson and
Mr. Godwin. I am one of the lonely voices on our side of the aisle
that believes a rational, non-amnesty temporary worker program,
Mr. King, is an important issue. It is a piece of control of our bor-
der, and I was going to ask you, gentlemen, not to confess any im-
migration law violations, but talk about the workers that you are
using, but you have already answered that. But I appreciate those
comments that sometimes get downplayed. There are in fact jobs
available that pay a lot more than minimum wage. Now the $6
that you gave as an example that the illegals are getting, does that
including housing and transportation or is that just $6?

Mr. JACKSON. That is just the $6.

Mr. CoNAWAY. Do they provide housing to those folks as well?

Mr. JACKSON. No, they do not.

Mr. CoNAWAY. No, they do not. But a lot of times, the idea that
there are jobs out there, good paying jobs, that are hard manual
labor, work in the sunshine all day or in the oilfields all day, that
are going wanting, that Americans are not willing to do, sometimes
gets short shrift in this discussion of a rational temporary worker
program.

I would like to turn our attention to the tension between com-
modity programs and conservation programs. Do you want to give
us your wisdom of Solomon as to how that should be resolved as
we move forward in the 2007 farm bill? Any thoughts? Do we want
them both?

Mr. JACKSON. Would you repeat the question?

Mr. CoNnawAY. Well, we have got a set amount of money and we
have got conservation programs and we also have commodity sup-
port programs. And you guys did a pretty good job of sort of danc-
ing on the commodity support program, individual pieces of it. But
flat out, if you had to choose one or the other, commodity programs
or conservation programs, which would it be?

Mr. JACKSON. Well, I would say this, and then I will turn it over
to Mr. Burns, because he seems like he is ready to grab it. [Laugh-
ter.]

Mr. JACKSON. I have found on our own farm and in my neigh-
bors’ farms and the farms that I have visited in North Carolina
and being president of the National Watermelon Association has al-
lowed me to go up and down the east coast and we will be out in
Texas shortly.

Mr. CoNAWAY. Bring lots of money, by the way.

Mr. JACKSON. The farmers that I know if are conservationists at
heart to start with. Because this is our home, we maintain our land
just as my wife maintains our home because we have to live off of
this and it produces our income and our livelihood. So that is a
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tough question. I do not get a lot of commodity prices, so I will turn
it to Mr. Burns.

Mr. BURNS. I would leave the commodities No. 1; No. 2, the con-
servation. We have done a great deal of work in our area. Under-
stand I am farming in the flat country, there is not as much to be
done as might be in the Piedmont or the mountain area. But we
have done a pretty good job we contend with conservation. But if
you would come to our farms, I think you would be pleased with
what you would see.

Mr. CoNAWAY. Thank you, Mr. Chairman. I will yield back.

The CHAIRMAN. I thank the gentlemen.

Mr. CoNAWAY. Did Mr. Stone have something?

Mr. SToNE. That is OK, I was just going to make a quick com-
ment that the best way to protect the environment is through prof-
itable farms. So it is very important that we keep the monies in
the commodity title as well, but we also do need to have funding
t? continue funding the conservation programs that we have in
place.

The CHAIRMAN. Thank you, Mr. Stone, good point.

We have used your time for more than 2 hours now, it has been
an excellent panel and a great contribution to the committee and
we thank you very much. But unfortunately that leaves less than
1 hour for our second panel. So we are going to thank you and ex-
cuse you and invite that other panel to come up here right away.

Will the next panel please take their seats immediately, we are
going to start the second panel right now.

We would now like to welcome our second panel: Dr. Robert Coo-
per, tree farmer from Winston-Salem, North Carolina; Mr. John
Queen, cattle producer of Waynesville, North Carolina; Ms. Tina
Smith, muscadine grape grower of Wagram, North Carolina; Mr.
Thomas Porter, pork, poultry and cow-calf producer of Concord,
North Carolina; Mr. Dan Kerns, poultry producer of McLeansville,
North Carolina and Mr. Jeffrey Bender, dairy producer from
Norlina, North Carolina.

We would ask those in the back who want to continue their con-
versations to take them out into the hallway because we are going
to ask Dr. Cooper to start here and we want you all to focus your
attention on him.

Dr. Cooper, welcome. I will remind all the members of this panel
that we are going to make your entire written statement a part of
the record and ask you to limit your remarks to 5 minutes. Wel-
come.

STATEMENT OF M. ROBERT COOPER, M.D., TREE FARMER,
WINSTON-SALEM, NC

Dr. CooPER. Mr. Chairman, I would like to submit a letter in ad-
dition to my testimony, if that might be acceptable.

The CHAIRMAN. That is acceptable.

Dr. CooPER. I am Bob Cooper and I am a certified tree farmer
here in North Carolina. I represent more than the tree farm system
though. I am humbled by the thought that during these moments
of testimony, I am representing over 600,000 private landowners in
North Carolina with at least 120,000 employees involved in the
manufacturing of forest products with an employee payroll of ap-
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proximately $3.8 billion annually and an overall income generation
of $20 billion a year in North Carolina.

Fifty eight percent of North Carolina is in forests and 15.67 mil-
lion acres or 89 percent of our forests are privately owned. Forestry
and forest products industry affects every county in North Carolina
and is either the first or second largest manufacturing industry
statewide. Across the South, forests is a dominant land use and for-
estry products is in the top five economic contributors in every
southern State.

Let us also recognize there are more forest landowners than
there are farmers in the South and in answer to a previous ques-
tion, 99 percent of the forest owners in North Carolina own less
than 100 acres of forest land.

But let us return to the American tree farm system. It is made
up of a collegial group of people who have a passion for their land.
We believe that family forest owners deserve a favorable, civil and
social climate to practice sustainable forestry and our efforts are di-
rected to provide the protection we deserve. Our certification pro-
gram supports the notion that not only are we concerned about sus-
tainable forestry as a truly renewable resource, but that we are
also concerned about water quality, recreation and wildlife preser-
vation. We recognize that whereas timber production is sustainable
and renewable, that water can only be a reusable resource.

But the message that I would like to get across to you today is
that family forest owners are one of the South’s most vulnerable
and endangered species and that our forests are fast disappearing
from the landscape. Right here in North Carolina, well over a mil-
lion acres of forest land have been paved in the last 10 years. In
the South overall, we are losing about 1.2 million acres of family
forest lands a year. What once was the South’s invisible forest
health crisis is now readily visible from our congestion suburban
housing developments, unnecessary shopping malls and frequently
flooded properties downstream from this burgeoning urban sprawl.

Beset by this sprawl and subsequent rising taxes, many land-
owners are forced to sell family forest land to developers that they
would rather keep as woody habitat for wildlife and water protec-
tion. Yet this is bad news for all of us and it is particularly affect-
ing the following:

The vast majority of hunters and fishermen who depend on pri-
vate lands for their support.

(2) Our urban neighbors who depend on forests on family farms
for clean air, clean water, wildlife habitat, healthy watersheds and
for the green space that surrounds their city.

For each ton of wood that I grow, I fix about 1.5 tons of carbon
dioxide and return to the environment about 1.1 tons of oxygen. I
calculated a few minutes ago that about 3 acres of land would sus-
tain the oxygen that you are consuming in this room today.

(3) Rural communities that depend on forest-based industries to
generate a huge share of their income and some of their best jobs.

And finally, families like ours who have been good stewards for
generations and would like for our children and grandchildren to
have the same opportunities we have had.

It does appear that public values and public policy towards fam-
ily forest owners are based on a paradox, that their land can sus-
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tain itself without cash flow and that vital public goods can be pro-
duced without investment. Is it possible to work our way out of this
paradox? I hope we can and the 2007 farm bill is an excellent place
to start. But let us reflect a moment on the 2002 farm bill.

With all of its achievements, it did have some limitations and
this is particularly true for the forest programs across the country.
It is obvious to me that forestry was under-emphasized in the 2002
farm bill and the Forest Land Enhancement Program, FLEP, was
not a success. And Chairman Goodlatte, we are thankful to you for
preserving that, although it was a close shave. But it was pre-
served with very little or no funding.

You are all aware that funds for this program were initially used
to fight forest fires and then subsequently tapered off to a point
that forestry was left with no program to maximize forest conserva-
tion. It is obvious the 2002 farm bill, in regard to forestry, was out
of balance and just has not worked in North Carolina and most of
the southern States.

And balance is the point that I want to make. I am not suggest-
ing that more money go into the 2007 farm bill, but I would hope
that we could get a better balance of the limited resources that are
available and that forestry would be considered, and that the pro-
grams are not written to exclude forestry, as they are today. In
fact, it is accurate to say that it has been unsuccessful all across
the country, as far as funding green tag programs in 2002 farm bill
for forestry.

Altogether, our organization estimates that perhaps only $20
million to $30 million in cost share funding annually ends up on
forest family lands. It is obvious to me that cost sharing as a mech-
anism to incentivize best practices for forestry is an important
issue for the 2007 farm bill.

Another issue that I think we should realize is that the organiza-
tions and agencies that traditionally reach out to our farm owners
are starved for funding. The centerpiece for these efforts, our Divi-
sion of Forest Resources, struggles with a continually shrinking
budget. USDA funding for forest extension has never exceeded a
few million dollars. Often provisions for technical assistance are
not fully integrated into the largest conservation programs.

A third area of emphasis would be forest research. North Caro-
lina is blessed with some outstanding forestry schools, with excel-
lent forestry research facilities. Some of the oldest research field
stations in the country are at Bent Creek near Asheville and
Coweeta in the western part of the State also very close to Ashe-
ville.

The CHAIRMAN. Dr. Cooper, I hate to do this, but I am going to
need to get you to move to the close of your remarks, you have ex-
ceeded the 5 minutes.

Dr. CooPER. OK. I appreciate your willingness to engage in this
very important dialog addressing this issue of how we can enhance
the 2007 farm bill. And to paraphrase Joyce Kilmer who wrote
“Trees”, I would like to say that any fool can make a talk like this,
but only God can make a tree.

Thank you.

[The prepared statement of Dr. Cooper appears at the conclusion
of the hearing.]
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The CHAIRMAN. Thank you, Dr. Cooper.
Mr. Queen, welcome.

STATEMENT OF JOHN QUEEN, CATTLE PRODUCER,
WAYNESVILLE, NC

Mr. QUEEN. Thank you, Chairman Goodlatte, Ranking Member
Peterson, members of the committee. My name is John Queen, I
am a third generation cattle producer from Waynesville, North
Carolina. I am a member of the North Carolina Cattlemen’s Asso-
ciation and I am currently president-elect of the National Cattle-
men’s Beef Association.

As with most agricultural producers in the country, we have been
anxious for work to begin on crafting the 2007 farm bill. Ranchers
are an independent lot, who want the opportunity to run their op-
erations with minimal intrusion from the Government.

As the Nation’s largest segment of agriculture, the cattle indus-
try is focused on continuing to work towards agricultural policy
which minimizes direct Federal involvement, achieves a reduction
in Federal spending, preserves the right of individual choice in the
management of land, water and other resources, provides an oppor-
tunity to compete in foreign markets and does not favor one pro-
ducer or commodity over another.

There are portions of Federal agricultural policy that we could
work on together to truly ensure the future of the cattle business
in the United States. Conservation and environmental issues are
two of such areas. Ranchers are a partner in conservation. Our
livelihood is made on the land, so being good stewards of the land
not only makes good environmental sense, it is fundamental for our
industry to remain strong.

The goal of conservation and environmental programs is to
achieve the greatest environmental benefit with the resources
available. One such program that achieves this is EQIP. Cattle pro-
ducers across the country participate in this program, but arbitrar-
ily setting numerical caps that render some producers eligible and
other ineligible limits the success of the program. All producers,
both large and small, should have the ability to participate in pro-
grarlns to assist them establish and reach achievable environmental
goals.

Environmental issues are also a huge challenge in our industry.
We understand the need for environmental regulations to protect
resources downstream. However, the use of other vehicles such as
EPA Superfund, to sue agricultural producers in an attempt to get
larger settlements is concerning and threatens the future of agri-
culture producers, both large and small. This, combined with EPA’s
talk of regulating agricultural dust and other naturally occurring
substances, makes us all concerned for our industry. Although
those items are not addressed in the farm bill, we ask that the
members of this committee step in and help agriculture producers
in their fight to have effective and sensible environmental regula-
tions.

Outside of conservation, environmental and activist groups, there
are several other issues that have the potential to impact the long-
term health of the beef industry. One such area is trade. U.S.
cattlemen have been and continue to be strong believers in inter-
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national trade. We support aggressive negotiating positions to open
markets and to remove unfair trade barriers to our products. We
support Government programs such as Market Access Program and
Foreign Market Development Program which help expand opportu-
nities for U.S. beef, and we urge sustained funding for these long-
term market development efforts.

We also support congressional and regulatory action to address
unfair international trade barriers that hinder the exportation of
U.S. beef. We appreciate the committee’s help in working to reopen
foreign markets that were closed to U.S. beef after the discovery of
BSE. To grow our business, we have to look outside the U.S. bor-
ders to find 96 percent of the world’s consumers. We encourage the
committee’s strong and vigilant oversight of the enforcement of any
trade pact to which American agriculture is a party.

When looking at the marketing issues, it is important to note
that we support the critical role of Government in ensuring a com-
petitive market through strong oversight. This includes the role of
taking the necessary enforcement actions when situations involve
illegal activities such as collusion, anti-trust and price fixing. How-
ever, Government intervention must not inhibit the producer’s abil-
ity to take advantage of new marketing opportunities and strate-
gies geared toward capturing a large share of consumers’ spending
for food. A ban on packer ownership or forward contracting has
been a part of the farm bill debates for years. We are strongly op-
posed to these efforts, because we feel that Congress is trying to
tell cattle producers how and when to market their cattle. This
strikes at the very basis of our business which is utilizing the mar-
ket to improve our returns and making a living. Each producer
should be able to make their own marketing decisions, whether
they market their cattle through traditional channels or new and
progressive channels. The market provides many opportunities and
cattlemen should be allowed to access all of them.

Another issue of concern is mandatory Country of Origin Label-
ing, or COOL. Cattlemen across the country realize the benefit of
labeling our product because we produce the best beef in the world.
The ability to separate our product from everything else in an ef-
fort to market its superiority is a fundamental marketing strategy.
There are voluntary labeling programs across the country that are
being driven by the market, led by cattlemen and are providing a
higher return on their cattle. This is what a labeling program
should be about—marketing. This will cost producers money, but
will not provide them with any return. In addition, mandatory
COOL is being pushed by some as a food safety prevention tool or
a non-tariff trade barrier. We have firewalls in place to keep U.S.
beef safe. COOL should also not be used as a non-tariff trade bar-
rier. To label our beef in an effort to capitalize on the demand for
our premium product is one thing. To label it as a way to block the
competition is yet another.

As you can see, we are not coming to you with our hands out.
Like I mentioned before, American’s cattlemen are proud and inde-
pendent, and we just want the opportunity to run our ranches the
best we can to provide a high quality product to the American con-
sumer; and even more importantly, provide for our families and
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preserve our way of life. The open and free market is powerful and
as beef producers, we understand and embrace that fact.

The CHAIRMAN. Mr. Queen, I am afraid I need to interrupt you
too and ask you to sum up your remarks.

Mr. QUEEN. We ask for nothing more than Federal agricultural
policy that helps build and improve the business climate for cattle-
men. We look forward to working with you on the 2007 farm bill.

[The prepared statement of Mr. Queen appears at the conclusion
of the hearing.]

The CHAIRMAN. Thank you very much, and we note for all of you
that we will make your entire statement a part of the record and
we very much welcome your comments.

We will turn now to Ms. Smith.

STATEMENT OF TINA SMITH, MUSCADINE GRAPE GROWER,
WAGRAM, NC

Ms. SmiTH. Thank you, Chairman, members of the committee.
My name is Tina Smith and I am a muscadine grape grower here
in North Carolina. I have been growing grapes for the past 5 years.
And just since 2004 have become a new winery owner in North
Carolina.

North Carolina farmers who now grow conventional commodities
such as tobacco, cotton, corn and soybeans are diversifying by also
growing and marketing high value crops such as grapes for juice
and wine consumption, along with other value-added products. Spe-
cialty crops are a solution to some of the hard problems facing agri-
culture today.

North Carolina currently ranks 10th in grape production nation-
ally and 12th in wine production in the Nation. The muscadine
grape was first discovered in North Carolina in 1524 by French
navigator Giovanni de Verrazzano. Many other explorers after this
time noted in their journals the abundance and usefulness of the
grapes found in the Coastal Plain of North Carolina. The first wine
made in this country was produced from the North Carolina mus-
cadine grape. In 1830, Federal census listed North Carolina as the
No. 1 producer in the United States.

Vineyards and wineries create jobs and attract tourist dollars to
rural communities, while generating revenue for the State. They
offer an opportunity for farm diversification and farmland preser-
vation. North Carolina is currently home to 50 wineries and three
vineyard tasting rooms. Within the next 24 months, there will be
an estimated 20 or more wineries opening in North Carolina. There
are 350 individually owned grape vineyards across the State cover-
ing approximately 1,500 acres. Based on data generated in other
States, the NC Grape and Wine Council estimates the economic im-
pact of the vineyards and wineries in North Carolina is over $100
million and has created over 1,000 jobs.

Consumers want a wide selection of good tasting fruits and vege-
tables which are nutritious and fit into their busy lifestyles. Con-
sumers are also looking for interesting value-added products. These
products include juice, local wines, jams, jellies, healthy dietary
supplements, neutraceutical products and cosmeceutical products.
The modern food supplement and neutraceutical industry highly
value the muscadine skins and seeds left over from the juice after
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it has been pressed out of the grapes. Both the muscadine (vitis
rotundifolia) grown in the coastal plain of North Carolina and the
bunch grape (vitis vinifera) grown in the piedmont section of North
Carolina, contain beneficial medicinal levels in their juice and their
seeds. The use of the skins and seed due to their unique
phytochemical profiles provide the consumer with a broader range
of neutraceutical potential.

The growers in North Carolina depend largely on research, devel-
opment and extension services provided by North Carolina land
grant colleges such as North Carolina State University and North
Carolina Agricultural & Technical State University. Federal appro-
priations through USDA, ARS and CSREES are the major sources
we as grape growers look to for continued assistance to further our
industry.

The buyers from national supermarket chains, regional farm
markets and specialty food markets are ready to support local pro-
ducers who can grow better tasting fruits and vegetables. North
Carolina has the right climate and soils to produce some of the
world’s finest grapes, strawberries, blackberries, blueberries, toma-
toes, peppers, cantaloupes, melons, squash and a variety of cul-
turally diversified crops. We are the future, not the past.

As a grower and producer of 35 acres of muscadine grapes and
their value-added products, winery owner and president of the
North Carolina Muscadine Association representing our interest as
a grower and the interest of 180 grape growers in this State, there
are several areas of concern for our growing industry.

Specialty crop producers do not want or advocate inefficient and
wasteful payments directly to the producers. Instead, the producers
promote targeted research and development in the areas of disease,
breeding and genetics, along with better coordination and tech-
nology transfer among and between Government, universities and
producers. This type of collaborative effort will improve regional
and global competitiveness for the grape products. Historically, spe-
cialty grapes such as ours have chosen to base their economic deci-
sions on the marketplace and have not relied heavily on farm price
support programs. However, in order to promote U.S. programs for
value-added marketing and recognizing consumer trends and de-
mands, the need for State block grants is essential.

The recent attention to the phytonutrient value of the muscadine
grape would greatly benefit from additional funds for research at
NCSU and NC A&T State University and other universities or col-
leges. It would be of tremendous benefit to our industry as well as
increasing existing knowledge base on phytonutrients and health.
The main objective is to be able to evaluate and characterize the
nutritional effects of grape and wine components.

Government needs to recognize the specialty crop value to agri-
culture. The long-term economic vitality of agriculture requires
that we change the mix of crops and increase our investments in
conservation and sustainable agricultural practices, rural develop-
ments, research and marketing.

The North Carolina Muscadine Grape Association, along with the
North Carolina Grape & Wine Council work continuously to try to
effectively determine impact and uniqueness of the national/re-
gional grape products industry to our local economics, tourism and
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land use. The recent move of the NC Grape and Wine Council to
the Department of Commerce was an important step in recognizing
and capitalizing on the NC grape industry support of tourism.
Funds made available through block grants could maximize the ef-
forts of these groups to further promote the small family farms
agritourism which can breathe new life into declining rural areas.

In summary, the North Carolina grape growers do not want sub-
sidies.

We need targeted research and development provided through
funds distributed to our land grant colleges, USDA, ARS, CSREES,
NIH and through other collaborative efforts with other colleges and
universities.

Further exploration of the phytonutrient compounds of the mus-
cadine grape and the grape in general will not slow down, there
will only be more demand for the product and explanation of its
medicinal benefits as consumer demand increases.

As the committee moves forward in the process to establish a
new farm bill for 2007, the NCMGA and the NCGWC encourage
you to strongly carve out a more equitable share of farm appropria-
tions to the direct needs of specialty crop producers. The North
Carolina grape industry is set for expansion. Your decisions as you
write this new bill will affect the success of our growth. Without
the assistance of block grants for research and development, we
will not have the tools necessary for sustainability and viability.

Thank you for this opportunity.

[The prepared statement of Ms. Smith appears at the conclusion
of the hearing.]

The CHAIRMAN. Thank you, Ms. Smith.

Mr. Porter, welcome.

STATEMENT OF THOMAS E. PORTER, JR., PORK, POULTRY AND
COW/CALF PRODUCER, CONCORD, NC

Mr. PORTER. Thank you and good afternoon, Chairman Good-
latte, Ranking Member Peterson, committee members and other
hearing participants.

My name is Tommy Porter. My family and I own and operate
Porter Farms in Cabarrus County here in North Carolina. Our
farming operation is diversified. It includes poultry production, a
cow-calf operation, and pork production with a 2,200 sow, farrow-
to-wean hog facility that we operate on contract with a major pork
integrator company.

I am here today representing my fellow pork producers in the
State of North Carolina. I think I should also tell you that I serve
as county president for the Cabarrus County Farm Bureau, a direc-
tor of Carolina Farm Credit, chairman of our Extension advisory
committee and a member of the Cabarrus County Planning and
Zoning Committee.

As I come before you today, I want to thank each of you for the
opportunity to provide input as you consider the Federal agricul-
tural policies that will affect me and my fellow North Carolina
farmers. I thank you for giving producers like me a chance to pro-
vide input in your planning.

Let me begin with some general comments and thoughts.
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I understand that a farm bill is a comprehensive piece of legisla-
tion. From my review of its purpose and history, I also understand
that a farm bill’s focus should be on farm programs and policies to
enhance the competitiveness of U.S. agriculture.

This includes conservation and trade programming that are vital
to our country’s pork producers. On the other hand, it does not in-
clude outside interests on behalf of those who want to hurt farm-
ers, food security and resource conservation.

Please allow me to expand. First, regarding the subject of con-
servation and natural resource stewardship, North Carolina’s pork
producers are committed to running productive operations while
meeting or even exceeding environmental expectations. We have
fought hard for science-based, affordable and effective regulatory
policies that achieve the goals of today’s environmental statutes. In
order for us to meet these costly demands while maintaining pro-
duction, the Federal Government must provide support to help us
defray some of the cost of compliance through conservation pro-
grams of the farm bill.

We need simple conservation title programs that give us cost
share or technical assistance. By simple, I mean processes and pro-
grams that do not complicate or hinder the delivery of services in
the field. Whether it is the opportunity for me or fellow producers
to install cup waterers in our barns for better water management
or the chance to purchase additional irrigation equipment, we need
EQIP and other conservation provisions. With air quality objectives
and requirements likely ahead of us, we will need EQIP to help us
there too.

While we need simple conservation title programs, we must also
have programs that increase quality and safety and promote the
role of pork in a healthy diet. And that leads me to the subject of
market access and trade. Expanded access to foreign markets, con-
tinuing promotion of U.S. exports using Market Access Program
funding and aggressive pursuit of export business means a great
deal to U.S. producers.

At present, there is strong global demand for pork products. With
96 percent of the world’s population outside of the United States,
programs and trade efforts in other countries are important to
America’s pork producers. In fact, I understand it is estimated that
U.S. pork prices have been $33.60 per hog higher than they would
have been in the absence of exports.

Furthermore, I want to stress another point. Farm programs that
help manage or control costs of production related to input costs
are vitally important to America’s producers like myself. Corn and
soybean meal comprise a significant cost of raising pigs. The entire
impact of feed grain programs should carefully be considered, in-
cluding their impact on the cost of raising pork and other livestock.

Also, we realize people and organizations with extreme agendas
will be calling on you to expand the focus of the farm bill to include
their special interests. In advance of those distractions, I thank you
for keeping your focus on a national farm policy that stabilizes food
and fiber production for everyone. Outside agendas related to ani-
mal welfare guidelines, packer ownership bans, and other activist
interests should not be the focus of a national farm bill. Many of
these groups who will lobby you are well funded and strategically
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coordinated and would like to ban farm animal production. I ask
that you not be influenced by people who are not animal care ex-
perts and really have no knowledge of the animal care industry
and husbandry practices that I employ on my farm every day.

In summary, as a pork producer, I stress the idea that farm bill
programs should be aimed at reducing or controlling cost of produc-
tion, increasing the prices received for pork products, and increas-
ing the quality of U.S. pork products. Simply put, a national farm
policy bill that provides stabilization of food and fiber production
is a benefit to everyone—farmers and consumers.

Thank you for allowing me to visit with you today and sharing
my perspective as a farmer.

[The prepared statement of Mr. Porter appears at the conclusion
of the hearing.]

The CHAIRMAN. Thank you, Mr. Porter.

Mr. Kerns, we are pleased to have you. I see you are wearing an
appropriate tie and I represent a district that has a lot of those
birds in the Shenandoah Valley as well. And Mr. Peterson has
plenty in Minnesota too.

STATEMENT OF DAN KERNS, POULTRY PRODUCER,
MCLEANSVILLE, NC

Mr. KERNS. I appreciate it. I picked it out especially for today.

I have submitted my speech and I hope you will all have a
chance to read it, because I am not going to read it for you. I want
to address some of the issues though.

I believe North Carolina farmers could grow coconuts in the
mountains and pineapples on the swamps if the market was there.
It is like real estate—location, location, location. Farmers can sell,
if there is a market, there is a market, there is a market.

I think your duty and assignment is to find the markets for us
and that includes exports, exports, exports. Give us a little leeway,
let us have the things we need. Do not be too hasty to get rid of
all the feed and corn and let it go into biodiesel when chickens
need feed, cattle need feed. How can we be world competitive if we
are going to use up all of our feed supply?

In light of the World Trade Organization, we have got to learn
how to win at that game and I hope you will address that.

The U.S. poultry producers and processors are looking forward to
working with the committee to help craft a new farm bill that does
not just meet the current challenges and opportunities but truly
help set the foundation for generations of American farmers to not
only survive but enjoy the successes and the expanding world de-
mands for food and fiber.

Thank you again for the opportunity to share those thoughts in
my written notes. The North Carolina Poultry Federation will be
ready to answer any questions or comments that you may have.

[The prepared statement of Mr. Kerns appears at the conclusion
of the hearing.]

The CHAIRMAN. Thank you, Mr. Kerns, we very much appreciate
that concise message and your full statement will be made a part
of the record.

Mr. Bender, we are pleased to have you with us.
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STATEMENT OF JEFFREY P. BENDER, DAIRY PRODUCER,
NORLINA, NC

Mr. BENDER. Good afternoon, Chairman Goodlatte, Ranking
Member Peterson and all members of the House Agriculture Com-
mittee. I want to thank you for the opportunity to be here today
to provide input from North Carolina dairy farmers.

I am a dairy producer from Warren County, North Carolina. My
wife and I have farmed there for over 20 years and we have been
dairy farmers for 15 of those. I represent and serve on the North
Carolina Farm Bureau Dairy Committee, I am a Board member
and represent North Carolina Dairy Producers Association, I am a
Board member and represent Maryland & Virginia Milk Producers
Cooperative Marketing Association and I am a member and rep-
resent the Southeast Dairy Farmers Association.

There are currently about 350 dairy farmers remaining in North
Carolina. Last year we produced just over 1 billion pounds of milk.
Most dairy farmers, if they really looked at all the issues, would
say the current farm bill is doing a relatively good job, both for the
dairy industry and for the taxpaying public. Milk prices have been
strong by historic standards for the past 2 years, although current
projections show significantly lower prices for the remainder of
2006. The Commodity Credit Corporation made no dairy product
purchases under the Dairy Price Support Program in 2005 and has
virtually no remaining inventory at this time. No significant pay-
ments have been triggered in the Milk Income Loss Contract Pro-
gram since early 2004.

Still, you have asked us to come here and look forward to the
next farm bill. Under current international trade rules, dairy farm-
ers are looking to maintain their safety net, including the Dairy
Price Support Program and a counter-cyclical payment program.
The Dairy Price Support Program has sold back nearly its entire
inventory to the market. Government programs that do not cost
taxpayers are extremely rare, but the Dairy Price Support Program
is one of them. No dairy farmer in this country is going to try to
produce milk for the support level of $9.90 a hundredweight. The
program simply serves to keep the bottom from falling out while
not being a factor in generating production. With no stimulative ef-
fect on milk production and the Government able to recoup its
costs, there is no justification, in our opinion, for cutting the Dairy
Price Support Program under current conditions from the next
farm bill.

One current farm bill program that needs to be more effective for
farmers and taxpayers alike is the Dairy Export Incentive Pro-
gram. Export bonuses that should be available under DEIP help
support the farm price of milk and reduce potential CCC pur-
chases, yet DEIP goes under-utilized, even in 2002 and 2003 when
farm milk prices were the lowest in years. Full utilization of DEIP
during the remainder of this farm bill and in the next one is a pri-
ority of dairy farmers.

For the past 3 years, dairy farmers have funded and managed
their own program to help ensure the milk supply better matches
demand. The Cooperatives Working Together, or CWT, program is
designed to work with, not replace, the dairy farmer safety net. A
fully functional Dairy Price Support Program and DEIP can help
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make CWT more effective, just as the CWT program helps reduce
CCC purchases.

The dairy counter-cyclical payment program, MILC, or milk pro-
gram, clearly helped dairy farmers get through the years of 2002
and 2003 when we saw the lowest farm milk prices in a generation.
Farmers in North Carolina collected around $17 million during
that time.

What we need in North Carolina are incentives for getting milk
into the region to supply our steadily growing market. The Federal
Milk Market Order Program has some aspects that are very bene-
ficial. class I location differentials, calculated to reflect the actual
cost of moving supplemental milk into the area, are helpful. But
those calculations were made before diesel fuel doubled in cost over
the past year. In 2005, the pay price at Charlotte, NC, for example,
averaged 42 cents below the average Federal order minimum at the
same location. As one of the dairy farmers who sees that extra cost
of moving that supplemental milk come out of his milk check every
month, it is time for reality to set in and for adjustments on the
way to recoup that cost be made. In fact, it may be time to consider
modifying the traditional link between minimum prices for manu-
facturing milk and minimum prices for milk sold in beverage form
to provide more flexibility in pricing milk that goes into class I
sales.

The industry has a proposal in to USDA to increase transpor-
tation credits and to establish inter-market credits to help offset
the costs of acquiring and moving supplemental milk. One problem,
however, is that diesel fuel prices are high now, but getting a deci-
sion out of USDA on transportation credits can take months or
years. We need a Federal order system that can respond in a time-
ly fashion when changes are needed. Give everyone their say at the
hearing and the opportunity to file written comments while the
hearing record is open, but then give USDA some deadlines to
meet.

One concept that we do not need is forward contracting with pri-
vate milk handlers. A pilot program mandated by Congress has
been conducted and the results were mixed, at best. Most impor-
tantly, however, is that forward contracting between producers and
private handlers is inconsistent with the role Federal orders are
supposed to play.

The conservation title programs in the current farm bill have
been very valuable to farmers in North Carolina. EQIP is working.
In 2005, North Carolina had over 1400 contracts totaling $15 mil-
lion in cost share assistance. Still, the program could do more. Be-
cause out of the nearly 3,500 applications, nearly 2,000 requests for
assistance could not be funded.

EQIP, CSP and other conservation incentives all work together
to help farmers handle environmental impact issues but there must
be realistic regulations based on valid science and effective mitiga-
tion technologies. Today, farmers are being sued under provisions
of environmental laws like the Superfund law that we believe Con-
gress never meant to apply to agriculture. That situation must be
clarified by Congress or individual farmers will be at risk of being
sued out of business.
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Thank you, Mr. Chairman and members of the committee for al-
lowing me to be here today to represent the view of North Carolina
dairy industry.

[The prepared statement of Mr. Bender appears at the conclusion
of the hearing.]

The CHAIRMAN. Thank you, Mr. Bender.

I do have one question that I would like to direct to all of the
livestock members of the panel—Mr. Queen, Mr. Porter, Mr. Kerns,
Mr. Bender. Are any of you participating in the Environmental
Protection Agency’s Clean Air Act Monitoring Program under the
recently signed consent agreement?

Mr. QUEEN. [Shakes head.]

Mr. PORTER. No.

Mr. KERNS. No, sir.

Mr. BENDER. No.

The CHAIRMAN. Well, I will ask you the question anyway. Look-
ing ahead a few years, do you believe that current conservation
programs such as EQIP will be adequate to meet producers’ needs
to comply with these and anticipated future EPA orders that may
be forthcoming as a result of that agreement, which concerns me
greatly frankly.

Mr. PORTER. I will remark to that. Not knowing what the air
emission standards may come out to be and what it would affect
as far as personally my poultry operation and my pork operation,
I strongly feel that agriculture should be exempt from this, but I
would suggest that the EQIP would have to be stepped up in fund-
ing to address whatever issues would have to take place to come
in compliance with that.

The CHAIRMAN. It is scary, isn’t it? We want to hear from Mr.
Queen too, but the problem is our committee does not have juris-
diction over the standards that get set. We do have jurisdiction
over the programs that may help you comply. So we are interested
in hearing your thoughts on this.

Mr. Queen.

Mr. QUEEN. Yes, sir, I agree with Mr. Porter in that I do not feel
that the emissions should be strictly labeled for our livestock oper-
ations. And as far as the EQIP program, certainly, I feel sure that
we need to step those up as we go into the future.

The CHAIRMAN. Thank you. Mr. Kerns.

Mr. KERNS. My poultry farm, we do not generate enough emis-
sions to fall under that category where we need to be regulated. I
do have 40,000 chickens. But when the EPA started looking at the
integrator, the 30 or 40 farms that work for Allen’s Hatchery, that
sell to Allen’s Hatchery, over a four or five county area, when they
start looking at that level, then I come under their regulations. I
am too small of an operation to be considered a large operation.

The CHAIRMAN. Very good.

The gentleman from Minnesota, Mr. Peterson.

Mr. PETERSON. Thank you, Mr. Chairman.

I was wondering where you guys are with animal ID in North
Carolina?

Mr. QUEEN. We do have some organizations within our State
that have already provided a database of the sort, like our pure
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bred organizations that are identifying their animals. But as far as
a national ID program, we have not entered into that at this point.

Mr. PORTER. As far as the pork industry, the integrators some-
what have their own voluntary animal ID as far as crossing State
lines with transporting animals and stuff. So part of that would
probably be very easy to adapt to the animal ID program. As far
as the beef industry, I think that is a much slower forthcoming
thing to resolve.

Mr. PETERSON. You have no comment?

Mr. BENDER. [Shakes head.]

Mr. QUEEN. Mr. Peterson, could I add one thing? North Carolina
is one of the 10 southeastern States that have joined together with
what we call the Southeast Livestock Network, which is an animal
ID program that we are initiating within the South; and yes, our
State is being involved in that animal ID program and the national
database, at this point, the USAIO, they are one of the segments
of our industry that is already putting data within that database.

Mr. PETERSON. As I understand it, USDA now has decided there
is not going to be a national database and there is going to be these
different, I am not sure what, State or private or whatever and
then somehow or another, they are going to be put together. Do you
know about that? They came out with this about 3 days ago.

Mr. QUEEN. Well, in the cattle industry, what we are trying to
do is have an industry-led, industry-managed animal ID that pre-
serves confidentiality and does give traceability also in case of dis-
ease. And the database will be held by a private consortium, which
is made up of all segments of the meats and meat industries. And
it has already been formed and I think they have been on Capitol
Hill certainly trying to pass among some of your constituents.

Mr. PETERSON. Well, I am not exactly sure because I have not
had time to talk to anybody about it, but there was some an-
nouncement made by one of the APHIS people that they are not
moving ahead with that. Apparently the 2009 date has now been
dropped, and that they are not going to have a consortium, that
there is going to be just developed apparently by States or livestock
groups, and then somehow or another, that is going to come to-
gether. Do you know about that?

Mr. QUEEN. I think what they are saying is instead of having one
consortium that holds all the database——

Mr. PETERSON. Right, there is going to be a bunch of them.

Mr. QUEEN [continuing.] that they might have multiple consor-
tiums around the country to do it.

Mr. PETERSON. Right.

Mr. QUEEN. But they will all be linked together.

Mr. PETERSON. Somehow or another.

Mr. QUEEN. Yes, sir.

Mr. PETERSON. Thank you.

The CHAIRMAN. I thank the gentleman.

In the interest of time, rather than going down the row, I am just
going to ask members to seek recognition if they have a question
they would like to ask of this panel.

I will start with the gentleman from Kansas, Mr. Moran.

Mr. MORAN. Mr. Chairman, thank you, I will be very brief.
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Similar question to what I asked the first panel, with the excep-
tion of the specialty crop folks who are interested in greater in-
volvement in assistance from the next farm bill, is there general
agreement that the current farm bill is something very similar to
what we would like to have in 2007? Do we want to stay with the
basic concepts of what is in the 2002 farm bill, or do you all see
the necessity for something different? I guess I am just looking for
a very general consensus answer as to whether the answer to that
is yes or no.

Dr. Cooper.

Dr. COOPER. No.

Mr. MoRrRAN. OK. And I guess that does cause me to just ask for
a sentence as to your topic.

Dr. COOPER. My interest is forestry.

Mr. MORAN. That part I do remember.

Dr. COOPER. And if you remember in my presentation, although
it was fairly fast, the green tag issues, the conservation issues, are
excellent and I support those in the current bill. What I am con-
cerned about is the lack of balance and language in the current bill
that specifically excludes forestry from most of those environmental
programs to improve conservation. And I believe in cooperative con-
servation, which is an emerging concept. And I think that the for-
estry should be included in the new farm bill with some provisions
that will make it more balanced and not exclude forestry in those
programs.

Mr. MoORAN. I think in a sense you are answering my question
with a yes, except for the specialty crops which now include forests.
Thank you very much, Dr. Cooper.

The CHAIRMAN. The gentleman from North Carolina, Mr.
Etheridge.

Mr. ETHERIDGE. Thank you, Mr. Chairman. Let me thank each
of you and in the essence of time, this is more for my colleagues
and for a matter of record. In our book is a profile of the census
of agriculture in the State of North Carolina. And I think as we
look at this, all of us need to be aware as we write a farm bill the
issues that affect every farmer, and each one at this table, and pre-
vious testimony. The market value of production agriculture in
North Carolina has actually gone down by 11 percent from 1997 to
2002. And Government payments have gone up by 86 percent, and
yet at the same time, the market value is going down. That ought
to be alarming to all of the people in this country if we are having
less funds on the farm for the farmers with the tremendous input
cost of being there. And if you do not have a copy of this, I hope
we can make it available. And I hope all of our colleagues will take
a look at that, Mr. Chairman, because that is an interesting thing.
That is an indication of how important an agricultural farm bill
really is for production agriculture in America.

Thank you, Mr. Chairman, I yield back.

The CHAIRMAN. I thank the gentleman.

It is also noteworthy that of the nearly $7 billion in sales in
2002, almost $5 billion are livestock sales.

Mr. ETHERIDGE. That is true.

The CHAIRMAN. Close to $2 billion for crop sales. So livestock is
not participating in the farm bill the way the crop programs do.
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Mr. ETHERIDGE. And for the chairman, he would understand
this, with the drop in tobacco in this State by almost half in pro-
duction since 1997, that had a significant impact on the amount of
dollars available in row crops.

The CHAIRMAN. The gentleman from North Carolina, Mr. Hayes,
is recognized.

Mr. HAYES. Thank you, Mr. Chairman. I just wanted to clarify.
As livestock chairman, we intend to move forward with the animal
ID on a voluntary basis. The southeastern folks are ready to go, as
are others and we will continue to move forward with that and
have not heard anything to the contrary. So just kind of keep that
in mind, we appreciate what your efforts are bringing forth there.

Tommy, talk about what the conservation programs can do to
help the hog farmers specifically, and Ms. Smith, touch again on
the viticulture angle of what is happening there. Those are my two
questions.

Mr. PORTER. As far as the conservation programs for the pork in-
dustry, with all of the regulations that have been placed on the
pork industry, primarily in regard to animal waste and not know-
ing as far as air quality emissions, what is going to come up; water
quality, personally on my farm, expansion of irrigation to apply
animal waste, adding water conservation measures inside the fa-
cilities to conserve water as far as—which would reduce waste on
the other hand, as far as what goes in the lagoon that needs to be
land applied. As far as my cattle operating part, heavy use areas
to feed cattle, which enhances water quality, reduces soil erosion,
makes health issues better for the animals. But all of those pro-
grams are very important to the livestock producers.

Mr. HAYES. Thank you, sir. I will get Ms. Smith but in the mean-
time, the chairman is very, very helpful in working with us to get
our poultry producers, especially, out from under the CRCLA thing
and been very, very close a number of times. We will continue to
work to do that.

Ms. Smith, about the grape growing.

Ms. SMITH. Well, with grape growing, since we are so new to the
industry, we are not like California where we know a lot of the
things that are going on. We have a lot of things that NC State
has helped us with, we have looked at the disease and pest controls
and things like that. We still need further research in those areas.
As far as water conservation, things like that, some of the vine-
yards are irrigating but they only need to irrigate at certain times.
We are not putting out as much as what some people may think
that we are putting out in water or waste. Our biggest waste prob-
lem is after we crush grapes and we have the seeds and the skins
and the hulls, and what do we do with those. And those are the
things that we are looking at as the value-added products coming
from that industry.

Mr. HAYES. Last question, Mr. Chairman. Mr. Queen, you are
ready to go with the voluntary animal ID program. You have got
all the pieces in place, is that correct?

Mr. QUEEN. Yes, sir.

Mr. HAYES. Thank you. Thank you, Mr. Chairman.

The CHAIRMAN. I thank the gentleman.

The gentleman from Iowa, Mr. King, is seeking recognition.
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Mr. KING. Thank you, Mr. Chairman.

In picking up on my colleague from North Carolina’s question
with regard to the livestock identification program, as I listened to
the testimony from Mr. Bender, Kerns and Porter representing in
sequence, dairy, poultry and pork, I did not see in your written tes-
timony or really hear in your presentation that you were involved
in a livestock identification program. Could you tell us, are you,
your organizations, are you associated with livestock ID and in
what way? What is the maturity of the development of your organi-
zations?

Mr. BENDER. In my written comments, it does have a section on
animal ID, we are strongly in favor of it. And due to the nature
of the dairy industry, we are well along the way. The nature of
dairy farming requires identification and intense recordkeeping, so
we are ready to move forward on that as an industry. And all the
industry organizations I represent support it.

Mr. KING. Mr. Kerns.

Mr. KERNS. There is no plans for poultry identification other
than recordkeeping that I know of.

Mr. KING. I believe I heard your comments, Mr. Porter, so I
would, in the interest of time, thank you.

To Mr. Queen, with regard to the national organization, what is
the configuration of the national consortium today?

Mr. QUEEN. It is made up of the National Cattlemen’s Beef Asso-
ciation, the Bison Association, the Southeast Livestock Network,
the Northwest Pilot Project which are both animal identification
pilot projects within our country. We have invited all meat groups,
including pork and dairy associations to join our consortium and
hopefully as we move forward, we will have more and more people
to adapt to it.

Mr. KING. Then let us say with somebody like R-CALF, what is
their position towards this?

Mr. QUEEN. Well, I do not think R-CALF is in—they do not want
a voluntary program as we do. They would rather have a manda-
tory program. But we feel that voluntary will eventually become
100 percent usable within our industry, as we add value to our
product.

Mr. KING. Do you anticipate the retailers or the packers will
make it mandatory at any stage?

Mr. QUEEN. Well, we certainly have heard the voice of the pack-
ers and the retailers, such as Wal-Mart and McDonald’s and those
people that are demanding source and age verification, as well as
ID; yes, sir.

Mr. KiNG. Thank you. Thank you, Mr. Chairman, I yield back.

The CHAIRMAN. Thank you. The gentleman from North Carolina,
Mr. McIntyre.

Mr. MCINTYRE. Ms. Smith, I just want to commend you for your
work on muscadine grapes and the North Carolina Wine Associa-
tion. It is my understanding that for those who did choose to stop
tobacco production, that several of our tobacco farmers are consid-
ering, given the soil conditions and all, to moving over to musca-
dine grape production. I want to ask you to confirm if that is true,
for the panel to hear and the record. And second, I understand that
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eastern Europe and Russia may provide great fertile ground for
muscadine grape exportation, is that correct?

Ms. SMITH. On the part for the tobacco farmers; yes, we are see-
ing a lot of the tobacco farmers looking at growing grapes, and we
do have several that have already started growing on their land.
That is one of the situations that concerns us, because we have not
had the extended research that we need to look into our markets
and see where our markets are for these grapes. We have a lot of
people looking at it saying this is a great thing to get into, it is
a good money maker, it is a great thing for our land, it is the per-
fect soil condition. But the market is not there. We are developing
those markets and we are trying to make sure that they are both
running parallel on that track, that one does not get ahead of the
other. So if we have a market that is going to succeed in the
neutraceutical area, do we have enough product to supply them
with. But we do not have enough research and dollars right now
to make the two things happen at the same time. But people are
putting that in and that is one fear. We have too many that want
to do it and we do not have enough market for them as yet. So that
is all developing at this time, so we are asking people to have cau-
tion as they put them in. We have some tobacco farmers that are
willing to put in 100 acres of muscadine grapes—100 acres of mus-
cadine grapes is a lot of grapes, 10 to 15 tons an acre.

Mr. McCINTYRE. Thank you.

The CHAIRMAN. Thank you. The gentleman from Michigan, Mr.
Schwarz, is recognized.

Mr. SCHWARZ. Very briefly, with globalization of agriculture as
well as other sectors of the economy, you will find that you are ex-
posed, your animals are exposed to organisms coming from dif-
ferent parts of the world, whether they are swine or bovine or
ovine, which would be pigs, cattle, sheep, goats, whatever, would
you be supportive, a yes or no answer is fine, would you be sup-
portive as we look at the farm bill again, of subsidies to veterinary
colleges of medicine to look into the—importation is not the word,
but the transmission of these organisms, be they viral, be they bac-
terial, be they whatever, into your stock, because it is going to hap-
pen. It is happening elsewhere in the world and it is going to hap-
pen. It is going to happen both to animals, it may happen in trees
as well, because as Tom Friedman says, the world is flat. Is this
something that you foresee or your associations foresee out in say
the first half of the 21st century that things you are going to have
to look out for are organisms, infections, problems with diseases
your animals have never had before, that they will have now be-
cause of the importation of other animals into this country. And if
you look at the numbers, they are amazing, and the fact that dis-
eases are transmissive between animals and human beings. Just
quick comments. Is this something you are thinking of?

The CHAIRMAN. Very quick.

Mr. PORTER. On the pork industry, yes, and personally, I would
support that very strongly as far as the safety and economics of the
food supply in this country.

Mr. SCHWARZ. Anybody else?

Mr. QUEEN. Yes, sir, I would like to comment on that. The cattle
industry as a whole; yes, sir, we would very much be in favor of
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research as long as it was science-based, about the safety of our
product in the country.

Mr. ScCHWARZ. Absolutely science-based and then talk to our good
friends in Japan and tell them they are very unreasonable about
what they are doing about American cattle exports right now.

And Ms. Smith, just as an aside, is Wagram named after the bat-
tle, the Napoleonic battle between Napoleon and the Austro-Hun-
garians or was it named before that by somebody from that com-
munity in Austria?

Ms. SMITH. Yes, to both.

Mr. ScHWARZ. Thank you.

The CHAIRMAN. The gentleman from Colorado, Mr. Salazar, seeks
recognition.

Mr. SALAZAR. Thank you, Mr. Chairman.

This question is for Mr. Kerns. You mentioned that you were
concerned about the cost of feed that you use for your poultry, as
far as moving corn to ethanol production. But it is my understand-
ing that anything that is used in the production of ethanol, such
as corn, still has, the byproduct still has the same relative feed
value; so therefore, it would not really cut your feed supply.

Mr. KERNS. I did not know that and I do not know that to be
true or false. I am sorry.

Mr. SALAZAR. Well, that is the information that we have. And the
reason I say that is because many of us I think would like to see
some type of a renewable energy provision in the farm bill if pos-
sible.

Mr. Chairman, I yield back.

Mr. QUEEN. Could I comment on that? As far as—3 out of every
4 bushels of corn in the United States are put into livestock feed
or consumption. Now as far as the byproducts, part of the livestock
feeds cannot utilize the byproducts from the ethanol plants at a
very large amount within their industry. I think the horse is one
other.

Mr. KERNS. May I address part of the energy question as it con-
cerns North Carolina? North Carolina—poultry byproduct, of
course is litter, chicken litter, and there are parts of North Caro-
lina that cannot be, the soil can no longer absorb the phosphorus
that has been put on it for years. So that litter needs to be moved
out of that area. And it is a valuable product. I am in the Piedmont
and it is a very usable product and I had five people bidding for
my litter this year, most of them wanted to use it for organic grow-
ing reasons. The second use of that litter is energy, generation of
electricity. And if your committee could support both of those in
transportation of that litter, or in subsidizing generation of elec-
tricity for that litter, we could alleviate a problem in North Caro-
lina with the excessive amounts of phosphorus.

The CHAIRMAN. I thank the gentleman.

At this point, I would like to recognize our State Agriculture
Commissioner Steve Troxler for a few remarks, and then after him,
we will hear very briefly from Mr. Cooper, the USDA Rural Devel-
opment Director.
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STATEMENT OF STEVE TROXLER, COMMISSIONER, NORTH
CAROLINA DEPARTMENT OF AGRICULTURE

Mr. TROXLER. I want to thank you for coming to North Carolina.
It is truly an honor for I believe this to be the first hearing that
you have had, to be held here.

It is an honor for me to be commissioner of Agriculture in North
Carolina. Farming Future Magazine ranked the top counties in the
whole United States in which to farm, and I was lucky enough to
have two of them here in North Carolina. Number 1 and 2 and
then 9 in the top 25. That is just how important agribusiness and
agriculture are to this State, it is the No. 1 industry.

You have heard the issues here today that we have in North
Carolina. And last week, we as a department held a leadership
forum in Raleigh to start to develop the points that we would want
to see in a farm bill. We heard the same issues. Over and over
again, the overriding issue that we heard was we have got to have
a workable Guest Worker Program that we can afford as a part of
any immigration reform. And I think you know just how important
that is as far as agriculture and agribusiness in this country.

We are a diverse agricultural State, we rank either No. 3 or 4,
depending on how you rank Florida citrus, but we rank 1, 2, or 3
in many of the crops and commodities that feed this Nation. And
we once were a tobacco State, now we are a very diverse State
where animal receipts are now 60 percent of the farmgate. So every
part of this farm bill is going to be very, very important to North
Carolina, including the specialty crop provisions and we hope to be-
come a major supplier of fresh fruits and vegetables for the east
coast.

So thank you once again. I want to extend thanks also from
Keith Weatherly, State Director of FSA, and I was going to extend
thanks from John Cooper, Director of Rural Development, but if he
is going to speak, I will let him thank you on his own.

One thing that I would like to do, and I talked to you about it
awhile ago, this little tractor-trailer truck represents our new mar-
keting program in North Carolina which is Got to be NC. And I
apologize because my staff members were supposed to present this
to you in Washington and I think it kind of failed to get down the
chain in some way. But if I could come forward, I would like to
present this to you today and we also have these commemorative
trucks for the other members on the panel. To those of you from
North Carolina, special thanks for the time and effort you put in
listening to our issues in North Carolina in agriculture, but I do
know that you already have a truck, so I am going to give these
to the members that are not from North Carolina today.

Mr. Chairman, thank you so much.

[A presentation was made.]

The CHAIRMAN. Mr. Cooper.

STATEMENT OF JOHN COOPER, DIRECTOR, RURAL
DEVELOPMENT, U.S. DEPARTMENT OF AGRICULTURE

Mr. CoOPER. Thank you, Mr. Chairman. It is an honor to be here
and I want to thank our entire congressional delegation from North
Carolina. For all members, thank you for what you do and the
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funding you do for rural development throughout America. I want
to assure you that the program is extremely successful.

I particularly want to mention many of our programs. We have
three different groups—housing, business and community pro-
grams. But Mr. Chairman, for community facilities—police, fire,
rescue, medical clinics and educational buildings and things, town
halls, things of that nature that is a great success and a need for
rural communities throughout America.

I am very proud to say that North Carolina is the leading State
in loans and grants. But what I want to bring to your attention,
just remember, for every million dollars of budget authority you ap-
prove for rural development, especially community facilities, we
convert that to $20 million in loans. And what makes it so success-
ful in our rural communities that are in need is the long-term loans
at low interest rates, very affordable. And therefore, that money
1coming back into the treasury during the course of paying off those
oans.

Delinquencies in the State of North Carolina for community fa-
cilities is zero, Mr. Chairman. Therefore, no bankruptcies and no
delinquencies. So it is a very favorable program.

While we are having great success, I want to also mention to
you, sir, and all members, that there is a great need, whether it
is water systems, whether it is police, fire and rescue, whether it
is repairing homes, establishing homes and the things that we do
throughout that town. And without question, we can improve the
quality of life and we are doing that throughout these communities.
But most importantly, we can build a community as well as
strengthen that community.

So doing the quality of life that is so necessary, we will continue
to move in the direction that you guide us, but just please rest as-
sured that it is so much needed.

I will leave you with one thought. When I came into this job, one
of the first things I did was to help and provide and sign the docu-
ments for an 80 year old lady to have a bathroom in her home. She
had been walking to an outhouse her entire life. That story exists
still today throughout rural America. And she said thank you and
God bless for what the Congress is doing, and she praised the Lord.

That thought has never left me, so when you are looking for
funding for rural development, bear that in mind, because that
need is so much needed throughout.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Director Cooper and Commissioner
Troxler. We have all felt very welcome here in North Carolina. This
has been a great start to what is going to be a long series of field
hearings across the country. And we are glad that you had the first
opportunity to have input.

I want to thank all of the witnesses who have testified here
today and appreciate their careful consideration in preparing for to-
day’s hearing. I would also like to thank Karen Long and all of the
staff here at the Crown Center that have worked so hard to make
this hearing possible. Let us give them a round of applause.

[Applause.]

The CHAIRMAN. The information you provided here today will be
very helpful to us as we begin this review process. We look forward
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to maintaining an open dialog with you and your fellow producers
across the country as we consider the next farm bill.

The record will remain open for 30 days. Anyone who did not get
an opportunity to speak today, anyone who would like to submit a
written statement for our consideration is welcome to do so. Please
see Lindsey Correa, our clerk, for more information on submitting
a statement if you wish to do so. She is right up here at the table,
sitting in the middle.

The CHAIRMAN. Without objection, the record of today’s hearing
will remain open for 30 days to receive additional material and
supplementary written responses from witnesses to any question
posed by a member of the panel.

This hearing of the Committee on Agriculture is adjourned.

[Whereupon, at 4:25 p.m., the committee was adjourned.]

[Material submitted for inclusion in the record follows:]

STATEMENT OF RONNIE BURLESON

Chairman Goodlatte, Ranking Member Peterson, and members of the Committee.
Good afternoon.

My name is Ronnie Burleson. I am a corn and cotton producer from Richfield,
North Carolina. I also operate a cotton gin, and I am a proud constituent of your
colleague Congressman Hayes. As President of the North Carolina Corn Growers
Association and a member of the North Carolina Farm Bureau Board of Directors,
it is an honor to testify before you today.

For the most part, farmers appear to be pleased with the current farm bill. As
Congress begins to focus on writing the next version of this important law, I urge
you to craft a bill that will continue to give us the market based tools we need to
succeed. Today, I will briefly touch on four issues: (1) the farm bill budget; (2) the
WTO agriculture talks; (3) payment limitations; and (4) crop insurance.

OUR FARM BILL INVESTMENT

When Congress wrote the 2002 farm bill, our nation was in surplus. As of Feb-
ruary 2006, our Federal budget is in deficit. This fact will certainly impact the final
product you write. It is likely that the pot of money available for farm programs
under the next farm bill could be reduced.

As you all know, the farm bill is designed to provide farmers with stable markets,
which are critical to keeping family farming operations in business. It is a public
investment in food and economic security. Indeed, the farm bill provides U.S. con-
sumers with the world’s most affordable and high quality food supply. Because of
the farm bill, the average American spends only about 10 percent of their disposable
income on food. Payments received by farmers under the law also end up in the cash
registers of local businesses. Further, the farm bill helps to preserve our environ-
ment, build-up rural communities, and make sure that low-income families do not
go hungry.

As you wrestle with the funding authorization levels for the next set of farm pro-
grams, I urge you to remember the purpose of the farm bill and the need to fund
these important initiatives accordingly.

WTO NEGOTIATIONS

Like other cotton producers, I monitored last year’s WTO cotton dispute with con-
cern. Considering the adversarial nature of that dispute, it is easy to see how some
farmers may be wary of trade agreements. But reality tells us that trade is the fu-
ture of North Carolina agriculture.

North Carolina’s agriculture sector exported approximately $1.6 billion in 2004.
As the Doha round of WTO talks continue this year, the U.S. must maintain its ag-
gressive stance in opening foreign markets for our products. Unfortunately, the E.U.
and the Japanese have been reluctant to negotiate fully with us. I hope their posi-
tion will change.

In the meantime, I urge the Committee to resist the inevitable calls from some
groups to reduce commodity payments. We must not unilaterally disarm. If the
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WTO fails to reach an agreement this year on regarding agriculture issues, it would
be wise for Congress to re-authorize the current farm bill.

PAYMENT LIMITS

During the course of your hearings and debates on the next farm bill, the issue
of limiting farm bill payments will be raised. You will hear a lot of rhetoric about
farmers getting rich because of government payments. But the average level of fi-
nancial returns that farmers receive on assets and equity do not make investors
eager to put their resources into agriculture. The risk of producing a crop or raising
a herd is formidable. Besides, if farmers were getting rich because of the farm bill,
it would seem that more people would take a shot at farming. And we all know peo-
ple are lining up to farm.

You’'ll also hear criticism that large farms receive a disproportionate share of gov-
ernment assistance. While this is true, there is a good reason why large farms re-
ceive more. To remain competitive, farms must get larger. As farms grow in size,
common sense dictates that as long as farm payments are based upon production,
the majority of the payments will go to those who produce the most. This system
has proven to be the fairest method of distributing support.

CROP INSURANCE

Lastly, farmers need an affordable and reliable crop insurance program. Unfortu-
nately, our current program is often subject to fraud and abuse. It is critical that
Congress works to develop a crop insurance initiative that is affordable and provides
sufficient protection for farmers. The program should be based on realistic estimates
and information, and it should eliminate the temptation for people to “farm the pro-
gram,” instead of their crops.

I appreciate the opportunity to share my views with you this afternoon, and I look
forward to your questions.

STATEMENT OF JEFF BENDER

Good afternoon Chairman Goodlatte, Ranking Member Peterson, Subcommittee
Chairman Hayes, my Congressman G. K Butterfield and Members of the House Ag-
riculture Committee. I want to thank you for the opportunity to be here today to
provide input from North Carolina dairy farmers at the very first Committee Field
Hearing on the next farm bill.

I am a dairy farmer from Warren County, North Carolina. My wife Lisa and I
have farmed there for 26 years. We’ve been dairy farmers for 15 of those years. I
am here today representing my cooperative, Maryland & Virginia Milk Producers,
the South East Dairy Farmers Association, the North Carolina Farm Bureau Dairy
Committee and the North Carolina Dairy Producers Association.

There are currently about 350 dairy farmers in North Carolina. Last year we pro-
duced just over 1 billion pounds of milk. The dairy farmers in North Carolina and
indeed the southeast would likely tell you that the current farm bill is doing a rel-
atively good job both for the agriculture industry and for the taxpaying public. Milk
prices have been strong by historic standards for the past 2 years although current
projections show significantly lower prices for the remainder of 2006. The CCC
made no dairy product purchases under the Dairy Price Support Program in 2005
and has virtually no remaining inventory at this time. No payments were triggered
in the Milk Income Loss Contract Program, which was just extended by Congress,
for several months in a row.

Still, you've asked us here to look forward. Under current international trade
rules, dairy farmers are looking to maintain their safety net including the Dairy
Price Support Program and a countercyclical payment program. As I said before, the
Dairy Price Support Program has sold back nearly its entire inventory to the mar-
ket. Government programs that don’t cost taxpayers are extremely rare but the
Dairy Price Support Program is one. No dairy farmer in this country is going to try
to produce milk for the Support level of $9.90/cwt. So the program serves to keep
the bottom from falling out while not being a factor in generating production. With
no stimulative effect on milk production and the government able to recoup its costs,
there is no justification for cutting the Dairy Price Support Program under current
conditions.

One current farm bill program that needs to be more effective for farmers and
taxpayers alike is the Dairy Export Incentive Program, or DEIP. Export bonuses
that should be available under DEIP help support the farm price of milk and reduce
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potential CCC purchases yet the DEIP goes underutilized, even in 2002 and 2003
when farm milk prices were the lowest in a generation. Full utilization of the DEIP
guring the remainder of this farm bill and in the next one is a priority of dairy
armers.

For the past three years, dairy farmers have funded and managed their own pro-
gram to help ensure the milk supply better matches demand. The Cooperatives
Working Together, or CWT program, is designed to work with, not replace, the dairy
farmer safety net. A fully-functional Dairy Price Support Program and DEIP help
n}llake CWT more effective just as CWT helps reduce CCC surplus product pur-
chases.

The dairy countercyclical payment program, MILC, clearly helped farmers in
North Carolina get through those months in 2002 and 2003 when we saw the lowest
farm milk prices in a generation. Farmers in the State collected $17 million during
that time. Still, we recognize that program is not universally popular among U.S.
dairy farmers. In fact, the extension of the program that just passed the Congress
includes a compromise.

What we need in North Carolina, and the entire southeast, is incentives for get-
ting milk into the region to supply our steadily growing market. The Federal Milk
Market Order Program has some aspects that are very helpful. Class I location dif-
ferentials, calculated to reflect the actual cost of moving supplemental milk into the
area, are helpful. But those calculations were made before diesel fuel doubled in cost
over the past year. In 2005, the pay price at Charlotte, for example, averaged 42-
cents below the average Federal order minimum at the same location. As one of the
dairy farmers who sees that extra cost of moving supplemental milk come out of
his milk check every month, it’s time for reality to set in and for adjustments on
ways to re-coup those costs to be made. In fact, it may be time to consider modifying
the traditional link between minimum prices for manufacturing milk and minimum
prices for milk sold in beverage form to provide more flexibility in pricing milk that
goes into class I sales.

The industry has a proposal in to USDA to increase transportation credits to help
bring milk in and to establish inter-market credits to help offset costs. Our problem,
however, is that diesel fuel prices are high NOW but getting a decision out of USDA
on transportation credits can take months or years. We need a Federal Order sys-
tem that can respond in a timely fashion when changes are needed. Give everyone
their say at the hearing and the opportunity to file written comments while the
hearing record is open, but then give USDA personnel, professional staff and politi-
cal appointees alike, some deadlines to meet.

One concept we don’t need is forward contracting with private milk handlers. A
pilot program mandated by Congress has been conducted and the results were
mixed, at best. Most important, however, is that forward contracting between pro-
ducers and private handlers is inconsistent with the role Federal Orders are sup-
posed to play. Please don’t be swayed by the argument that cooperatives can do it
so private handlers should be able to as well. There is no equivalency between the
relationship a producer selling to a private handler has with the buyer of his milk
and the relationship the cooperative member producer has with his co-op. There is
also no equivalency with the contracted purchases farmers make for feed commod-
ities. Those commodities do not have minimum pricing programs in which an-
nqﬁ?CEd prices are calculated using surveys of current market prices being paid for
milk.

Speaking of other commodities, I'd like to point out that the grain and oilseed pro-
grams have a great affect on the bottom line for dairy farmers just as the Dairy
Price Support Program has an affect on the bottom line for farmers who produce
grains and oilseeds. These programs are intertwined and respective safety nets can-
not be changed without a likely affect on the other programs. Without a dairy safety
net, dairy farmers would have to cut back even further on purchases of grain and
oilseed meal during periods of very low prices like we had in 2002 and 2003. We
need a careful examination of cause and affect on the other programs before singling
out any one industry’s safety net for change.

The Conservation Title Programs in the current farm bill have been very valuable
to farmers in North Carolina. The Environmental Quality Incentives Program cost-
share assistance is working. In 2005, North Carolina had 1,445 contracts totaling
$15 million in cost-share assistance on farms. Still, the program could do more.
Those 1,445 projects were chosen from 3,419 applications so nearly 2,000 requests
for assistance could not be funded.

The Conservation Security Program is one that holds significant potential, espe-
cially for my neighbors and I. My farm is located in a primary watershed for CSP
and the funds available for Tier I, II and III environmental improvement practices
will be a major incentive to implement those practices. Perhaps more important,
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these kinds of programs likely provide a look at how financial assistance may be
delivered to farmers if the current production-linked system cannot continue due to
future international trade agreements. That transition, however, will not be easy
and providing advice and assistance for farmers in making those changes is the only
fair way to proceed.

On the same subject, nutrient management is a priority for North Carolina dairy
farmers. Opportunities exist for improving incentives for farmers to become energy
suppliers. The need is clearly there, current oil prices make it more cost effective
and farms produce by-products that can be turned into energy. Transition assistance
will be required, however. For example, methane digesters are costly but do fit some
operations. Cost-share assistance for installation, tax credits and, in some states,
prodding utilities to buy the power produced on farms will help. The next farm bill
should include an Energy title with significantly ramped-up incentives for on-farm

ower generation.

EQIP, CSP and incentives for energy production all work together to help farmers
handle environmental impact issues but there must be a realistic regulations based
on valid science and effective mitigation technologies. Today, farmers are being sued
under provisions of environmental laws like the Superfund law that the Congress
never meant to apply to agriculture. That situation must be clarified by the Con-
gress or individual farmers will be at risk of being sued out of business.

Food Programs in the farm bill are very important to some of our most vulnerable
neighbors. They are also important to North Carolina dairy farmers. American tax-
payers know they are getting bang for their nutrition buck, in part, with dairy re-
quirements in the Women’s, Infants and Children Program. Nutrition mandates for
other healthful foods can be included in programs like WIC but funding must be
made available in order to do that without eroding the positive aspects of the pro-
grams as they stand currently.

While this is not a farm bill issue American agriculture, and for that matter any-
one in this country who eats, has a stake in getting immigration reform right. I en-
courage the Members of the House Agriculture Committee to do what you can to
help educate your colleagues on the realities facing agriculture and, for that matter
the entire U.S. economy if we don’t implement a fair, effective and realistic guest
worker program.

An important program both for food safety and national security is an effective,
mandatory animal identification program. Again, not necessarily a farm bill issue
but one that is very much on the minds of livestock producers including dairy farm-
ers. The program must be effective in maintaining consumer confidence in the safety
of the food supply in the event of a crisis. But because those benefits go not just
to livestock producers but to the general public as well as to national security, it
is fair that the costs of such a system not be borne by farmers alone.

Thank you again Mr. Chairman and Members of the Committee for allowing me
to be here today to present the views of North Carolina dairy farmers on the next
farm bill. I would be happy to try to answer questions you may have about our
issues.

STATEMENT OF DAN KERNS

Good afternoon. Thank you, Chairman Goodlatte and committee members for the
opportunity to present the views and recommendations of the North Carolina Poul-
try Federation on the very important and timely issue of reauthorizing the farm bill.
The NCPF appreciates your efforts to reach out with field hearings to solicit the
views and recommendations of farmers like myself. Your strong and on-going inter-
est is vital to having the best farm bill possible.

My name is Dan Kerns. I manage a 40,000-broiler breeder flock that supplies
broiler hatching eggs to Allen’s Hatchery in Liberty, North Carolina. Allen’s Hatch-
ery is an integral part of Allen Family Foods with headquarters in Seaford, Dela-
ware. Allen Family Foods is a major, vertically-integrated broiler company with op-
erations in North Carolina, Delaware, and Maryland. Allen Family Foods roots in
the broiler business started in 1919 and the third generation of the Allen family has
managed the company for the past 30 years. The fourth generation has joined the
company. Very few companies, in or out of agriculture, have the ability and oppor-
tunity to benefit from having four generations involved in the family business.

My family farm has produced fertile, hatching eggs for many years. The arrange-
ment with Allen’s Hatchery provides a good, steady income and complements the
other operations on my 200 acre farm in McLeansville (Guilford County), North
Carolina. I am pleased that I have been elected to serve on the Board of Directors
for the North Carolina Poultry Federation.
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FARM BiILL ACTION TIMELY

A good farm bill that allows U.S. poultry producers/processors to stay competitive
in the United States and abroad will help provide the support and business environ-
ment for my farm, other poultry farms, and agribusiness companies to continue to
grow and thrive. The current farm bill authorization expires in 2007, which on my
planning horizon is not that far in the future. I am pleased the committee is taking
this timely initiative on the new farm bill. Delaying action by a year or more could
prove to be counter productive in the sense the Federal budget pressures will not
lessen in future years. USDA will undoubtedly have to administer and manage a
leaner budget for agriculture. Also, the new farm bill will need to recognize and be
compatible with the outcome of World Trade Organization negotiations. That out-
come, if there is one, should be known by mid-year.

THINK MORE BROADLY

Since the challenges to meet budgetary and international trade obligations will
likely be greater in the future than in the past, it may be time to think more broad-
ly in terms of crafting a new farm bill. For example, many commodity price support
programs are considered safety nets that provide some assurance that a farmer’s in-
come will be protected in the event the marketplace cannot provide the sufficient
and necessary financial support. Perhaps, it is time to think about providing a safe-
ty net for a farmer’s income rather than providing a safety net for individual com-
modities. Such an approach would give greater flexibility to a farmer’s production
decisions and options. It would also, as I understand the WTO rules, be more com-
patible with the likely outcome of the current negotiations.

Certain organizations that have studied a shift away from specific commodity sup-
port programs recommend that crop producers and other farmers be rewarded for
improving environmental benefits, conserving resources, and saving and/or generat-
ing energy on-farm. If such beneficial programs are voluntary, incentive-based, and
offer better risk management options, it seems very appropriate to consider a new
farm bill that contains such provisions.

Need To Be Competitive

Poultry is a major user of feedgrains and oilseeds, perhaps the major user when
chicken, eggs, turkeys, and other poultry are added together. It is vitally important
that producers of corn, soybeans, and similar crops receive a fair and stable return
for their efforts, resources, and risks. At the same time, it is also vitally important
that U.S. poultry companies and other U.S. animal agriculture producers be able to
purchase corn, soybeans and other necessary feed ingredients at price levels that
allow us to be cost-competitive at-home and abroad.

A critical component to help ensure cost-competitiveness is encouraging sufficient
cropland to meet feedgrains/oilseeds users needs for domestic and export, both now
and in the future. There is a need, driven by market demand, to bring additional
farmland back into agricultural production. With continuing loss of land to urban-
ization around major cities and the large amount of farm land currently enrolled
in the Conservative Reserve Program that is not highly erodible, the ability of U.S.
agriculture to expand crop acreage is severely limited. This limitation will only grow
more serious as a result of increased demand for grains and oilseeds from legislative
mandates for ethanol and biodiesel production in the coming years, as well as the
growing number of other products produced from corn and soybeans. With the al-
ways present risk of drought and crop diseases such as soybean rust, this limitation
on expanding crop acreage within the United States raises questions about U.S.
ability to remain a dependable, stable, long-term supplier of grains and oilseeds for
domestic and global customers.

In light of these factors it is incumbent that new farm legislation provide for
USDA to keep as much flexibility as possible in administering the CRP in order to
respond to market needs. USDA should extend only those contracts on expiring
acreage that have the highest Environmental Benefits Index, require all other expir-
ing contracts to compete for re-enrollment to ensure only the most environmentally-
sensitive acres are enrolled, and place greater emphasis on improving water quality,
which, according to USDA’s own assessment, currently represents only 8 percent of
the non-market benefits of enrolled CRP acreage. Further, many young farmers who
want to expand their operations lack adequate opportunities to do so when the CRP
overly curtails their ability to farm good productive land.

MEET CHALLENGES AND OPPORTUNITIES

U.S. poultry producers /processors look forward to working with the committee to
help craft a new farm bill that does not just meet the current challenges and oppor-
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tunities but truly helps set the foundation for generations of American farmers to
not only survive but enjoying the success of an expanding world demand for food
and fiber.

Thank you again for the opportunity to share the thoughts and recommendations
of not only the North Carolina Poultry Federation but, I believe, also poultry pro-
ducers/processors across this country.

STATEMENT OF BRENT JACKSON

Good afternoon Chairman Goodlatte, Ranking Member Peterson, members of the
committee. My name is Brent Jackson. I am president and CEO of Jackson Farming
Company, which is located in Autryville, North Carolina, in Sampson County, and
I thank you for this opportunity to express my views on the upcoming farm bill con-
cerning fruits and vegetables from a North Carolina perspective. We are growers
and shippers of fresh fruits, vegetables, and grains. We also own two small country
elevators that currently operate for the purchasing and storage of corn, soybeans,
and small grains, for our farm and other area farmers. We currently grow 1,200
acres of double-cropped black plastic with drip irrigation for our watermelons, canta-
loupes, strawberries, pumpkins, squash and cucumbers. We also grow approximately
2,000 acres of corn, soybeans, and wheat. Jackson Farming Company is celebrating
its 25th anniversary this year, and our mainstay has always been our production
and marketing of fresh fruits and vegetables.

INDUSTRY OVERVIEW

If we were to ask a random group of North Carolinians to describe North Carolina
agriculture, I suspect that most comments would relate to our state’s tobacco or ani-
mal agriculture industries. For those members of the Committee who are not famil-
iar with North Carolina agriculture, let me tell you that there is more to our state’s
agricultural economy than meets the eye.

North Carolina boasts the Nation’s third most diversified agriculture economy.
Our specialty crops production—including tobacco production—is valued at about $2
billion at the farm gate. We lead the Nation in sweet potato and tobacco production.
We rank second in Christmas tree production; third in pickling cucumbers and
trout; and fourth in blueberries, greenhouse & nursery production and strawberries.

Over the years the produce industry in North Carolina has gone through tremen-
dous changes in an effort to remain profitable. The cost of production for 2006 is
at an all time high due to the current fuel situation, and government regulations
and mandates. Our markets are becoming more and more consolidated because our
customers, the retail chains, have either merged or just gone away due to the com-
petitive nature of the industry. In the past, we in the fruit and vegetable industry
have not received farm bill payments or subsidies. Nor do I suggest subsidies today!
This afternoon I will present four points for the Committee to consider as Congress
starts working on the next farm bill.

First, as mentioned earlier, Fruits and Vegetables have benefited little over the
years from the previous farm bills, which we hope is going to change. There are two
programs currently in place that need to remain for our industry. 1. Keep the cur-
rent planting prohibition in place. U.S. farm policy should not distort our fruit and
vegetable markets by allowing production of fruit and vegetables on program acre-
age. As some members of the Committee may know, a 1 percent increase in plant-
ings could reduce prices by 4 percent. This is simply a matter of equity and I urge
you to maintain this long-standing policy.

Second, help specialty crop farmers mitigate risk through realistic and affordable
crop insurance. The Non-Insured Crop Disaster Assistance Program has provided
growers with a reliable, albeit minimum source of coverage. But specialty crop farm-
ers lack a consistent crop insurance program. In some cases, NAP has proven to be
a better deal than the some crop insurance products. We ask Congress to craft a
crop inﬁurance proposal that is realistic, honest and affordable to help us to manage
our risk.

Third, invest in a specialty crops infrastructure. Specifically, there are three areas
in which Congress should invest.

Research/extension and Pest Research: By virtue of its outstanding research and
extension programs, North Carolina State University (and NC A&T) is an indispen-
sable part of North Carolina fruit and vegetable production. So are the USDA Re-
search facilities and federal agencies such as the Animal Plant Health and Inspec-
tion Service, the entity charged with keeping pests out of our country. Specialty crop
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producers depend on these agriculture research institutions and phytosanitary de-
partments. .

School Lunch Programs for Fruits and Vegetables: North Carolina has enjoyed an
active School Lunch program that includes fruit and vegetables. The next farm bill
should expand this program to all 50 states. Obesity is an epidemic among our chil-
dren. Providing children with nutritious fruits and vegetables will arm them with
healthy eating habits. As these children grow up, those habits will pay off in the
form of reduced health care costs.

Specialty Crops program funding for Production and Marketing: Some in the fruit
and vegetable industry view the block grants authorized in the Specialty Crops
Competitiveness Act as a vehicle for enabling local investment in specialty crops.
As Congress’ farm bill discussions mature, I am certain this issue will receive a
great deal of attention. As you weigh the options relating to possible expansion of
the Act in the next farm bill, I urge the Committee to carefully consider the manner
in which these block grants funds will be distributed.

Mr(.i Chairman, my final point touches on an overall issue the Committee must
consider.

That is, Congress must realize that the next farm bill has the potential to prevent
or speed up the outsourcing of our agriculture economy. Producers face significant
challenges due to high energy and labor costs. Candidly, labor concerns are our top
worry these days. For me, labor costs are a make or break issue with regard to my
long-term profitability. If Congress passes an immigration and border security bill
that ignores the unique needs of agriculture, it will strip $5 to $9 billion dollars out
of the fruit and vegetable industry and send those dollars and jobs into the hands
of our foreign competitors. These offshore producers do not face the same regulatory
burdens as U.S. producers. The number one threat to American agriculture today
is the shortage and lack of a dependable and legal workforce.

Mr. Chairman and committee members, I challenge Congress to write a farm bill
that emphasizes the best that American agriculture has to offer to consumers, soci-
ety and our economy. Do not allow it to become a hammer that could destroy our
Nation’s small businesses and rural communities. I believe that we are at a cross-
roads in history, and we must make the difficult, but right choices now.

I appreciate the opportunity to testify before this committee, and I look forward
to answering your questions.

STATEMENT OF BO STONE

Mr. Chairman, Ranking Member Peterson, and members of the Committee, my
name is Bo Stone. I run a diversified farm in Rowland, North Carolina, which is
located in Congressman Mclntyre’s district. It is an honor to talk with you today.

Mr. Chairman, John F. Kennedy once said that farmers are the only businessmen
who buy everything they buy at retail, sell everything they sell at wholesale, and
pay the freight both ways. This statement provides perspective on the important
purpose of the farm bill.

As price takers, we are unable to pass on increases in our input costs to the buy-
ers of our commodities. Fortunately, the farm bill helps to ensure an abundant and
affordable supply of food, helps conserve natural resources, and supports the family
farm. As you know, farm payments often receive misguided and negative attention,
and as Congress writes the next version of the farm bill, I am certain that the famil-
iar misconceptions about farm programs will be heard yet again. Critics of farm pro-
gram spending must be reminded that it is impossible to balance the budget by
making cuts to a program that accounts for less than one-half of one percent of all
Federal expenditures. I realize that with our Federal budget in deficit, the next
farm bill budget will be tight. But I remind you that without a strong farm program
our rural economy and the backbone of our nation will suffer.

A farm bill that provides a strong safety net and income stability is critical to our
farmers. The purpose of the 2002 farm bill was to provide that safety net and stabil-
ity through its market oriented approach. Candidly, that safety net comes at a bar-
gain because the commodity title accounts for only approximately 25 percent of the
total farm bill authorization. This portion of the farm bill provides for the direct,
counter cyclical, and loan deficiency payments to farmers. Estimates indicate that
the total cost of the 2002 farm bill is approximately $10 billion lower than antici-
pated even though farmers have been faced with periods of low prices. Lowering the
counter cyclical payments and the loan deficiency payments would devastate our
Nation’s farms.

Rising fuel prices have increased the energy costs to American farmers by $6.2
billion over the past 2 years and fertilizer prices have tripled over the last several
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years. Continued support of alternative fuels will stimulate the agriculture economy
while reducing our dependence on foreign oil. I was pleased to hear President
Bush’s comments relating to renewable fuels in his State of the Union address, and
I applaud this Committee for its leadership in enacting the last year’s Federal en-
ergy bill. I urge the Committee to consider expanding upon these initiatives as part
of the next farm bill’s energy title.

As the committee knows, the 2002 farm bill was historic for the levels of funding
for conservation. Through programs such as EQIP, CRP, and CSP, farmers have
been able to better protect the environment, provide better habitat for wildlife, and
conserve our natural resources. Funding of the CSP should be completed to help
protect all of our river basins.

As U.S. agriculture looks for ways to be more competitive in the increasingly glob-
al marketplace, producers also need access to a wide array of financial services to
ensure their success. Farm Credit System’s new Horizons initiative offers a number
of important suggestions regarding how Farm Credit can better serve farmers like
me. This is an important issue that I encourage the Committee to study carefully.

Affordable crop revenue insurance should also be a goal for the next farm bill.
With crop inputs rising drastically, farmers need affordable options in which they
can guarantee coverage of their variable costs.

Finally, any future farm legislation should not include more restrictive payment
limitations, as these caps limit some of the efficiencies of economies to scale for even
our average sized cotton farmers.

Without the safety net provided by the current farm program many farmers would
be unable to secure the credit needed to finance their operations, forcing them out
of business and devastating the rural economy. The current farm bill costs Ameri-
cans just over 4 cents per meal. Four pennies per meal gives Americans access to
the cheapest, safest, and most abundant food supply in the world.

In closing, as William Jennings Bryan said in 1896, “leave our farms and burn
your cities and your cities will spring up again as if by magic. Burn our farms and
leave your cities and grass will grow in every street.” Agriculture is just as vital
and important to our economy today as it was then. Please keep that thought in
mind as you work on the next farm bill.

Thank you, and I look forward to your questions.

STATEMENT OF LARRY MARTIN

Thanks to each of you for holding this hearing on the upcoming farm bill in North
Carolina. My name is Larry Martin and I am a farmer that produces corn, soybeans
and wheat 1n the district of our distinguished Congressman Butterfield. I am also
Advisor to the Wayne County Farm Service Agency committee.

I am here on the behalf of myself and other farmers, particularly Black, Native
American and Small Farmers. I also represent different minority cooperatives and
community based organizations located across the State. I belong to twin rivers co-
op located in Rose Hill, NC. I am the secretary of the organization.

My concerns and those of the groups I represent are many. You have a copy of
our concerns. I will briefly highlight the issues.

CONSERVATION PROGRAMS FINDINGS—NRCS

e Many of the acres of land owned by Black Farmers are erodible land and wet-
lands, Small farms with small tracks and small fields.

e Local committees at the county offices approved or set priority for those to re-
ceive cost sharing, financial and technical assistance. Many Black Farmers did not
receive benefits because of their race and the size of their farm.

e Small farms can not compete with large farms to receive cost share funds from
NRCS because of the point system to receive assistance.

Recommendation eI11 Continue and expand the small farm initiative program
under NRCS. Like farms would compete for funds.

Credit Findings

e The lack of farm credit to black farmers is one of the major reasons black farm-
ers have declined from 14.4 percent in 1910 to less than one percent today

o If black farmers’ did receive loans through FSA, they lost their land through
discrimination practices by FSA. Delinquent loan procedure was not applied the
same to all races. Black Farmers are still losing land as a result of these actions.

e Loan application process through FSA is too complicated for the average person
to understand.

e Loans form FSA are not approved timely.
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e Credit worthiness has been lost because of injustices

Recommendation

e Put a moratorium on Black Farmers foreclosures for the next three years. This
also includes interest accrual.

P e USDA should develop and implement a policy that would restore credit to Black
armers.

e Provide Black Farmers the First right of refusal on USDA inventory lands.

e Diversify the management team of FSA loan employees.

FSA County Committee Findings

e The county committee makes determinations on program participation, program
violations and hiring managers. In many instances the committees do not reflect the
population of the county. The committee is assigned the task of appointing an advi-
sor to the committee to represent underserved farmers. In many situations the per-
son appointed does not represent the underserved community. Appointments to the
State committee also fall in the same category. Also, the appointee does not have
voting power; what kind of representation is that?

Recommendation

o State committee and county committee appointments be done in accordance with
consultation with the Black Agriculture leadership and community based organiza-
tions. Local administrative areas, LAA should be redrawn to reflect the population.
This can be done administratively if enforced.

Land Grant Universities 1890’s

e In 1890, congress created the 1890 land grant universities to educate and serv-
ice Blacks. This service is still needed.

e 1890 institutions are under funded. In North Carolina, North Carolina A&T
State University, a 1890 institution received 6 million dollars in State funds and
North Carolina State University received 62 million. Big difference in funding.

Recommendation

e Fund 1890’s at an adequate level to enable these institutions to implement the
same programs currently supported at the 1862’s

Commodity Crops and Marketing Findings

e Socially disadvantaged farmers and ranchers grow a higher proportion of non-
commodity crops than the general farm population; thus their support from Federal
programs is less than most.

e Many Black Farmers produced tobacco however; the tobacco buyout has elimi-
nated most Black tobacco farmers.

e These farmers are producing specialty crops and livestock that do not have safe-
ty net programs.

e The infrastructure to support these new adventures are not in place, such as
slaughtering facilities

e Many Black Farmers lost commodity bases because they were not aware that
the operator of the farm did not enroll in the AMTA program.

Recommendation

e Provide safety net program for specialty crops similar to commodity programs.

e Develop incentives to construct needed infrastructure for the farming changes.

o Allow farmers the opportunity to enroll their farm in safety net programs where
bases were lost due to misinformation or hardships that can be documented.

Programs and Outreach Findings

e Qutreach is the most important component of USDA services. Lack of outreach
in USDA has contributed to many of the problems such as loss of land and farms
to the minority community.

e 2501 program which was designed to assist in providing outreach and technical
assistance to Black Farmers is badly underfunded. There is so much competition for
the funds and not many funds available that the program is losing its effectiveness.

e USDA agencies outreach programs with FSA, NRCS and RD do not reach the
Black community. Other options should be tried.Recommendations

e Fund 2501 program at an adequate level

e Fund USDA agencies with outreach monies, with the stipulation that commu-
nity based organizations assist in the development of the outreach plan. Obviously
the present system is not working.

e Diversify the staff in these offices. Studies have shown that diversified staff sig-
nificantly improves outreach impact.

STATEMENT OF JOHN QUEEN

Mr. Chairman, Ranking Member Peterson, Members of the Committee, thank you
for the opportunity to present the North Carolina cattle industry’s perspective on
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the upcoming 2007 farm bill. My name is John Queen, and I am a cattle producer
from Waynesville, North Carolina. I am a member of the North Carolina Cattle-
men’s Association and am currently the Vice President of the National Cattlemen’s
Beef Association.

As with most agricultural producers in the country, we’ve been anxious for work
to begin on crafting the 2007 farm bill. As cattle producers, our livelihood is tied
to many other agricultural commodities. Livestock consumes three out of four bush-
els of the major feed grains like corn, sorghum, and barley. Cattle in feedlots ac-
count for nearly one-fourth of the total grain consuming animal units, and all beef
cattle account for nearly 30 percent. We are dependent upon this Nation’s agricul-
tural system and infrastructure to feed, transport, market our cattle, and provide
beef for America’s table; and as such, we are interested in seeing this segment re-
main healthy and viable.

Unlike other agricultural commodity groups, however, we tend to take a different
look at portions of U.S. agriculture policy. Our industry is made up of over 800,000
ranchers in all 50 states, and we have over 95 million head of cattle in this country.
Cash receipts from cattle and calves in 2005 are over 48 billion dollars, and those
sales account for nearly 40 percent of all livestock sales and nearly half of all farm
receipts. Ranchers are an independent lot who want the opportunity to run their
operations as they see fit with minimal intrusion from the government. As the Na-
tion’s largest segment of agriculture, the cattle industry is focused on continuing to
work towards agricultural policy which minimizes direct Federal involvement;
achieves a reduction in Federal spending; preserves the right of individual choice
in the management of land, water, and other resources; provides an opportunity to
compete in foreign markets; and does not favor one producer or commodity over an-
other.

The open and free market is powerful, and as beef producers, we understand and
embrace that fact. The cyclical ups and downs of the market can be harsh, but the
system works, and we remain steadfastly committed to a free, private enterprise,
competitive market system. It is not in the Nation’s farmers or ranchers’ best inter-
est for the government to implement policy that sets prices; underwrites inefficient
production; or manipulates domestic supply, demand, cost, or price.

CONSERVATION AND THE ENVIRONMENT

There are portions of Federal agriculture policy that we can work on together to
truly ensure the future of the cattle business in the United States. Conservation and
environmental issues are two such areas. Some of the cattle industry’s biggest chal-
lenges and threats come from the loss of natural resources and burdensome environ-
mental regulations. Ranchers are a partner in conservation. Our livelihood is made
on the land, so being good stewards of the land not only makes good environmental
sense, it is fundamental for our industry to remain strong. Our industry is threat-
ened every day by urban encroachment, natural disasters, and misinterpretation
and misapplication of environmental laws. We strive to operate as environmentally
friendly as possible, and it is here where we can see a partnership with the govern-
ment.

The goal of conservation and environmental programs is to achieve the greatest
environmental benefit with the resources available. One such program that achieves
this is the Environmental Quality Incentive Program or EQIP. Cattle producers
across the country participate in this program, but arbitrarily setting numerical
caps that render some producers eligible and others ineligible limits the success of
the program. Addressing environmental solutions is not a large versus small oper-
ation issue. All producers have the responsibility to take care of the environment
and their land, and should have the ability to participate in programs to assist them
establish and reach achievable environmental goals. Accordingly, all producers
should be afforded equal access to cost share dollars under programs such as EQIP.

Second, many producers would like to enroll in various USDA conservation pro-
grams such as CSP and CRP to reach environmental goals. However, to enroll in
these programs requires the producer to stop productive economic activity on the
land enrolled. We believe economic activity and conservation can go hand in hand.
As such, we support the addition of provisions in the next farm bill that will allow
managed grazing on land enrolled in CRP. This will have tangible benefits on envi-
ronmental quality, for example, helping to improve lands threatened by invasive
plant species.

USDA’s conservation programs are a great asset to cattle producers. We want to
see them continued and refined to make them more producer friendly and more ef-
fective in protecting the environment in a sensible way.
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Environmental issues are also a huge challenge for our industry. We understand
the need for environmental regulations to protect resources downstream, and we be-
lieve those producers that knowingly and willingly pollute and violate the Clear Air
and Clear Water Acts should be prosecuted to the fullest extent of the law. How-
ever, the use of other vehicles, such as EPA’s Superfund, to sue agricultural produc-
ers in an attempt to get larger settlements is egregious and it threatens the future
of agricultural producers both large and small. This, combined with EPA’s talk of
regulating agricultural dust, animal emissions, and other naturally occurring sub-
stances, makes us all concerned for our industry. Although these items are not ad-
dressed in the farm bill, we ask that the members of the Committee step in and
help agricultural producers in their fight to have effective and sensible environ-
mental regulations.

AcTIVISM

In addition to dealing with the misapplication of environmental regulations, our
industry is also becoming more at risk from attacks by environmental and animal
activist and terrorist groups. Activist groups such as PETA and the Humane Society
of the U.S. (HSUS), along with extremist groups such as the Animal Liberation
Front and Earth Liberation Front, use extreme measures to try and force their
views of vegetarianism and extreme environmentalism on others. Every person has
a right to their own views, but to force their views on others using scare tactics,
arson, and terrorism is unacceptable. It’s not just the extremists, however, that
threaten animal agriculture. All we have to do is look at the issue of processing
horses for human consumption. All it took was a few celebrities, horse racing
groups, and misinformed politicians to pass a law that banned the use of USDA
funds to inspect horse processing facilities. The processing of horses is a regulated
and viable management option that helps take care of unwanted or unmanageable
horses. It would be preferable if there were plenty of people willing to pay for these
animals and take care of them, but there are not. Instead, a group of activists have
pushed their emotional views on others, and in return are running the risk of allow-
ing more horses to starve or be mistreated, as well as putting companies out of busi-
ness. This win gives activist and extremist groups a foothold to come after other
species. It’s no secret that groups, such as PETA, want to put the U.S. cattle indus-
try out of business. It may seem far-fetched, but in today’s society, the rural voice
is quickly being lost. The farm bill should not be a platform for these activist

groups.
TRADE

Outside of conservation, environmental, and activist issues, there are several
other issues that have the potential to impact the long-term health of the beef in-
dustry. One such area is trade. U.S. cattlemen have been and continue to be strong
believers in international trade. We support aggressive negotiating positions to open
markets and to remove unfair trade barriers to our product. We support government
programs such as the Market Access Program and the Foreign Market Development
Program which help expand opportunities for U.S. beef, and we urge sustained
funding for these long-term market development efforts.

We also support congresional and regulatory action to address unfair inter-
national trade barriers that hinder the exportation of U.S. beef. We appreciate the
Committee’s help in working to reopen foreign markets that were closed to U.S. beef
after the discovery of BSE on December 23, 2003, in a Canadian cow in Washington
State. As you are aware, we continue to fight to get our product into several coun-
tries and have seen recent setbacks in places such as Korea and Japan. We ask that
you continue to support the effort to see that sound science is being followed in
bringing down these artificial trade barriers. To grow our business, we have to look
outside of the U.S. borders to find 96 percent of the world’s consumers. We encour-
age the Committee’s continued strong and vigilant oversight of the enforcement of
any trade pact to which American agriculture is a party.

ANIMAL ID

In trying to deal with, and mitigate the effects of, animal health emergencies on
our business and trade, we believe 1n participating in a privately held animal identi-
fication system. That system now exists and is under the administration of the U.S.
Animal Identification Organization or USAIO. Formed in January, they are admin-
istering an animal movement database that has the ability to work with animal
identification service providers across the country to collect animal movement data
and serve as a single point of contact in the event of an animal health emergency.
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This system will provide real time access to USDA and their State Vets, and will
allow trace-back of any diseased animal to start immediately and be completed in
less than 48 hours. Confidentiality of the information is paramount and is one of
the greatest concerns for producers. This privately held database will keep the infor-
mation much more safe than a public, or USDA system would. The USAIO is cur-
rently recruiting partners and building the amount of data they have in their sys-
tem. It will be self-funded and will not rely on any Federal funding.

RESEARCH

In regard to animal health emergencies, we see a need to keep a strong agricul-
tural research component to the farm bill. USDA’s research is critical in all aspects
of our business. Their research and extension activities help to find new and im-
proved cattle production methods to help make our business more efficient and ef-
fective. Animal health research helps to control and eradicate animal diseases; de-
velop better methods to keep foreign animal diseases out; and to identify, control,
and preempt new diseases. These activities keep our national herd healthy and
make it easier to export our beef and cattle. In addition, nutrition research is impor-
tant to show that beef is a healthy part of America’s diet and plays an important
role in USDA’s “My Pyramid” and food guidelines.

ENERGY

Research is also needed to identify and develop alternative methods of producing
energy. Renewable energy is going to become an increasingly important part of our
country’s energy supply and there are many ways that cattle producers can contrib-
ute and benefit. Research and development is needed to find cost-effective methods
of utilizing manure and animal waste as a fuel supply. Gasification and other meth-
ods hold a lot of promise for our industry. When looking at ethanol, however, we
must be careful not to act in a way that is detrimental to the livestock industry.
Livestock consume the majority of U.S. corn. As ethanol continues to grow, we must
make sure it does not do so at the detriment of the cattle feeding industry. We must
take all opportunities to look at ways to balance feed demand, price, and the benefit
of renewable fuels.

PROPERTY RIGHTS

In turning to business matters, one of the biggest concerns to cattlemen right now
is their private property rights. The Supreme Court’s ruling in Kelo v. the city of
New London sent a shockwave through the cattle community. The thought that our
ranches could be taken by municipal governments and turned over to private devel-
opers in the name of economic development is disturbing. Our country is great for
many reasons, but one of them is the ability to own property, use it how you see
fit, and not worry about it being taken from you on someone else’s terms. We believe
in the rights of cattlemen to keep their property and applaud the Committee’s ef-
forts to protect those rights.

TAXES

Reducing the tax burden on ranchers has always been a top priority for our indus-
try. We continue to support permanent repeal of the Death Tax. Regardless of how
many or how few are effected, if even one rancher has to sell off part of their oper-
ation to pay this tax, it is unacceptable to us. Cattlemen pay their fair share of
taxes, and resent the fact that many are being penalized for wanting to pass their
operations on to future generations. Our priority is to keep families in agriculture,
and this tax works against that goal. We do not see this as a tax cut for the rich.
The rich can afford high priced attorneys and accountants to protect their money
now. Ranchers operate in an asset rich but cash poor business environment. Ranch-
ers must spend money that would otherwise be reinvested in their businesses to
hire the resources necessary to protect their assets and pass their operations on to
their children. At the same time, however, they may have several hundred acres of
land whose value has been driven up by urban sprawl and the unintended con-
sequences of Federal crop supports. We also support keeping the Capital Gains Tax
at a lower rate, repeal of the Alternative Minimum tax, and full 100 percent deduct-
ibility of health insurance premiums for the self-employed.

MARKETING ISSUES

As with the 2002 farm bill, we fully expect to deal with several marketing issues
in title X of the bill. Although we believe that the farm bill is not the place to ad-
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dress these issues, they continue to come up and we must be prepared to defeat
them. When looking at these issues, it is important to note that we support the criti-
cal role of government in ensuring a competitive market through strong oversight.
This includes the role of taking the necessary enforcement actions when situations
involve illegal activities such as collusion, anti-trust, and price-fixing. The USDA Of-
fice of Inspector General’s recent report on the audit of GIPSA is concerning, but
we have faith in the new Administrator’s ability to comply with the OIG’s rec-
zmmendations and tighten up GIPSA’s enforcement of the Packers and Stockyards
ct.

However, government intervention must not inhibit the producers’ ability to take
advantage of new marketing opportunities and strategies geared toward capturing
a larger share of consumers’ spending for food. A ban on packer ownership or for-
ward contracting has been a part of farm bill debates for years. We are staunchly
opposed to those efforts because by legislating those conditions, Congress is trying
to tell cattle producers how and when to market their cattle. This strikes at the very
basis of our business which is utilizing the market and its opportunities to improve
our returns and make a living. We do not believe that Congress should tell cattle-
men how they can market their cattle. Each producer should be able to make that
decision for himself, whether he markets his cattle through traditional or new and
progressive channels. The market provides many opportunities and cattlemen
should be allowed to access all of them.

Another issue of concern is mandatory Country of Origin Labeling or COOL.
Cattlemen across the country realize the benefit of labeling our product because we
produce the best beef in the world. The ability to separate our product from every-
thing else in an effort to market its superiority is a fundamental marketing strat-
egy. There are voluntary labeling programs across the country that are being driven
by the market, led by cattlemen, and are providing a higher return on their cattle.
This is what a labeling program should be about marketing. Instead, mandatory
COOL has turned this into yet another commodity type program that treats all beef
the same and does not allow for forms of niche marketing. This will cost producers
money, but will not provide them with any return. In addition, mandatory COOL
is being pushed by some as a food safety prevention tool and a non-tariff trade bar-
rier. COOL is a marketing tool only, and in no way should be tied to food safety.
We have firewalls in place to keep U.S. beef safe. COOL should also not be used
as a non-tariff trade barrier. To label our beef in an effort to capitalize on the de-
mand for our premium product is one thing, to label it as a way to block the com-
petition is yet another.

In an effort to enhance the marketplace for cattlemen, we support legislation that
would allow meat inspected by State departments of agriculture to be shipped
across State lines. Packing plants across this country, both big and small, follow all
the same food safety techniques, and State inspectors are effectively trained and
competent in their meat inspection skills. This type of provision would create addi-
tional competition in the packing sector and create marketing opportunities for fam-
isly-owned packing companies who are currently limited to simply marketing in-

tate.

In short, the government’s role should be to ensure that private enterprise in mar-
keting and risk management determines a producer’s sustainability and survival.

As you can see, we are not coming to you with our hand out. Like I mentioned
before, America’s cattlemen are proud and independent, and we just want the oppor-
tunity to run our ranches the best we can to provide a high quality product to the
American consumer, and even more importantly, provide for our families and pre-
serve our way of life. We are coming to you in an effort to work together to find
ways to use the extremely limited funds available in the best way possible to con-
serve our resources, build our industry, and provide for individual opportunity at
success. We ask for nothing more than Federal agriculture policy that helps build
and improve the business climate for cattlemen. We look forward to working with
you on the 2007 farm bill.

STATEMENT OF DAVID L. GODWIN

Mr. Chairman and Honorable members of this committee, first let me say wel-
come to North Carolina, and thank you for allowing me to participate in today’s
hearing. My name is David Godwin, and I am co-owner of Godwin Produce Com-
pany in Dunn, North Carolina. Together with my Father, I am continuing the farm-
ing operation started by my Grandfather in 1946. I am probably one of the smaller
farming operations represented here today, but I can assure you that none are more
proud of their background and heritage than I.
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Godwin Produce Company is a grower and shipper of sweet potatoes. We also
grow a few other vegetable crops, but our main focus is sweet potatoes. We are not
“program crop” farmers.

I am also president of the North Carolina Sweet Potato Commission which rep-
resents the over four hundred growers of sweet potatoes in North Carolina. Our
State is number one in sweet potato production with nearly forty thousand acres
planted annually.

So, as you can guess, I have a keen interest in the upcoming farm bill, especially
in any specialty crop provisions. I do realize however, that this Committee is not
sitting on a pile of free money and just asking farmers to line up to receive their
allotted hand-out. You see, I believe that any monies that you may be sitting on
are mine already—mine and the other millions of tax-payers in this great country.
However, I do believe that agriculture is a resource that cannot be wasted; in order
for our country to remain viable, agriculture must be protected and, when nec-
essary, it must be supported.

I have two major concerns, or problems, with the 2002 farm bill. First, I feel that
specialty crops were basically left out in the cold in the previous bill. Specialty crops
account for approximately one-half of the total farmgate value in this country, how-
ever only a very small portion of the Federal resources were allocated to our needs.
Only forty percent of the farmers in this country receive subsidies, and ninety per-
cent of these subsidies are for the five program crops. Now I do not want to get in
a competition with these crops, because, quite frankly, I am an advocate for their
programs as well. However, I do feel that it is time for specialty crops to be consid-
ered in the development of the U.S. farm policy. We have are own unique challenges
that need to be addressed, especially with research and marketing.

My second major concern with the 2002 farm bill relates to the equitable distribu-
tion of subsidy monies. According to the USDA, 60 percent of farmers receive no
subsidies—40 percent receive it all. And, in fact, 10 percent of the farmers in this
country receive over seventy percent of all subsidies paid. Is this fair? It is thor-
oughly disheartening to look up on the Internet and see the same people getting
the top disbursements year in and year out. And, if you take in account the same
individuals that have multiple farming entities, it looks even worse.

As we look forward to a new farm bill, I hope that these issues can be addressed.

Specifically related to specialty crops, I hope more significant provisions for re-
search and marketing can be included. Our land-grant universities, including my
alma mater, North Carolina State University, are fully capable and quite willing to
assist us, however money is always an issue. The Sweet Potato Commission funds
limited research, however our money is not enough. Each year, our industry looses
chemical labels and is unable to get new product registrations—not because a par-
ticular chemical is unsafe, but simply because the chemical companies cannot afford
research and development on products for such few planted acres. It would not help
their bottom line.

We also need assistance with other research. N.C. State has been a leader for
years in biotechnology, genetic research, and pharmaceutical product development.
Research work is already underway, and because of this, we even look forward to
producing ethanol from sweet potatoes. But we need help.

And finally, in order for our farmers to survive, we must be able to compete in
the global market. In order to compete, we need equity. We need to expand our mar-
kets internationally while at the same time increasing our domestic consumption of
freshdfruits and vegetables. Any assistance with these efforts would be most appre-
ciated.

In closing, please let me again say thank you, Mr. Chairman for allowing me to
be here today. As the FFA creed I learned in high school reminds me, “I believe
in the future of agriculture, with a faith born not of words but of deeds.” I hope
that some of my ideas and opinions today can become deeds, or provisions, in any
new U.S. farm bill. Thank you.

STATEMENT OF THOMAS E. PORTER, JR.

Good afternoon, Chairman Goodlatte, Ranking Member Peterson, Committee
members and other hearing participants.

My name is Tommy Porter. My family and I own and operate Porter Farms in
Cabarrus County here in North Carolina. Our farming operation is diversified—it
includes poultry production, a cow-calf operation and pork production with a 2200
sow, farrow-to-wean hog facility that we operate on contract with a major pork inte-
grated company.
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I am here today representing my fellow pork producers in the State of North
Carolina. I think I should also tell you that I serve as county president for the
Cabarrus County Farm Bureau, a director of Carolina Farm Credit, chairman of our
Extension advisory committee and a member of the Cabarrus County Planning and
Zoning Committee.

As I come before you today, I want to thank each of you for the opportunity to
provide input as you consider the Federal agricultural policies that will affect me
and my fellow North Carolina farmers. I thank you for giving producers like me a
chance to provide input in your planning.

Let me begin with some general comments and thoughts.

I understand that a farm bill is a comprehensive piece of legislation. From my
review of its purpose and history, I also understand that a farm bill’s focus should
bel on farm programs and policies to enhance the competitiveness of U.S. agri-
culture.

This includes conservation and trade programming that are vital to our country’s
pork producers. On the other hand, it does not include outside interests on behalf
of those who want to hurt farmers, food security and resource conservation.

Please allow me to expand.

First, regarding the subject of conservation and natural resource stewardship,
North Carolina’s pork producers are committed to running productive operations
while meeting or even exceeding environmental expectations. We have fought hard
for science-based, affordable and effective regulatory policies that achieve the goals
of today’s environmental statues. In order for us to meet these costly demands while
maintaining production, the Federal Government must provide support to help us
gelfl'ray some of the costs of compliance through conservation programs of the farm

111.

We need simple conservational title programs that give us cost-share or technical
assistance. By simple, I mean processes and programs that do not complicate or
hinder the delivery of services in the field. Whether it’s the opportunity for me or
fellow producers to install cup waterers in our barns for better water management
or the chance to purchase additional irrigation equipment, we need EQIP and other
conservation provisions. With air quality objectives and requirements likely ahead
of us, we will need EQIP to help us there too.

While we need simple conservation title programs, we also must have programs
that increase quality and safety, and promote the role of pork in a healthy diet. And
that leads me to the subject of market access and trade. Expanded access to foreign
markets, continuing promotion of U.S. exports using Market Access Program (MAP)
gunding and aggressive pursuit of export business all mean a great deal to U.S. pro-

ucers.

At present, there is strong global demand for pork products. With 96 percent of
the world’s population outside of the United States, programs and trade efforts in
other countries are important to America’s pork producers. In fact, I understand it
is estimated that U.S. pork prices have been $33.60 per hog higher than they would
have been in the absence of exports.

Furthermore, I want to stress another point—farm programs that help manage
or control costs of production related to input costs are vitally important to Ameri-
ca’s producers like me. Corn and soybean meal comprise a significant cost of raising
pigs. The entire impact of feed grain programs should be carefully considered, in-
cluding their impact on the cost of raising pork and other livestock.

Also, we realize people and organizations with extreme agendas will be calling on
you to expand the focus of the farm bill to include their special interests. In advance
of those distractions, I thank you for keeping your focus on a national farm policy
that stabilizes food and fiber production for everyone. Outside agendas related to
animal welfare guidelines, packer ownership bans, and other activist interests
should not be the focus of a national farm bill. Many of these groups who will lobby
you are well- funded and strategically coordinated and would like to ban farm ani-
mal production. I ask that you not be influenced by people who are not animal care
experts and really have no knowledge of the animal care and husbandry practices
that I employ on my farm everyday.

In summary, as a pork producer, I stress the idea that farm bill programs should
be aimed at reducing or controlling costs of production, increasing the prices re-
ceived for pork products, and increasing the quality of U.S. pork products. Simply
put, a national farm policy bill that provides stabilization of food and fiber produc-
tion is a benefit to everyone—farmers and consumers.

Thank you for allowing me to visit with you today and sharing my perspective
as a farmer.
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STATEMENT OF TINA SMITH

North Carolina farmers who now grow conventional commodities, such as tobacco,
cotton, corn and soybeans are diversifying by also growing and marketing high-
value crops such as grapes, for juice and wine consumption along with other value-
added products. Specialty crops are a solution to some of the hard problems facing
agriculture.

North Carolina currently ranks 10th in grape production nationally and 12th in
the Nation for wine production. The Muscadine grape was first discovered in North
Carolina in 1524 by the French navigator Giovanni da Verrazzano. Many other ex-
plorers after this time noted in their journals the abundance and usefulness of the
grapes found in the coastal plain of North Carolina. The first wine made in this
country was produced from the North Carolina Muscadine Grape. In 1840 the Fed-
eral census listed North Carolina as the number one wine producer in the U.S.

Vineyards and wineries create jobs and attract tourist dollars to rural commu-
nities, while generating revenue for the State. They offer an opportunity for farm
diversification and farmland preservation. North Carolina is currently home to 50
wineries and 3 vineyard tasting rooms. Within the next 24 months there will be an
estimated 20 or more wineries opening in North Carolina. There are 350 individ-
ually owned grape vineyards across the State covering approximatelyl1500 acres.
Based on data generated in other states, the NC Grape & Wine Council estimates
that the economic impact of vineyards and wineries in North Carolina is over $100
million with over 1000 jobs created.

Consumers want a wide selection of good tasting fruits and vegetables, which are
nutritious and fit into their busy lifestyles. Consumers are also looking for interest-
ing value-added products. These products include juice, local wines, jams, jelly,
healthy dietary supplements, nutraceutical products and cosmeceutical products.
The modern food supplement and nutraceutical industry highly values the Musca-
dine skins and seeds left over after the juice has been pressed out of the grapes.
Both the Muscadine (vitis rotundifolia) grown in the Coastal Plain of North Carolina
and the Bunch Grape (vitis vinifera) grown in the Piedmont section of North Caro-
lina, contain beneficial medicinal levels in their seeds and juice, but the use of Mus-
cadine skins and seeds due to their unique phytochemical profiles provides the con-
sumer with a broader range of nutraceutical potential.

The growers in North Carolina depend largely on research, development and ex-
tension services provided by the North Carolina Land Grant Colleges, NC State
University and NC Agricultural & Technical State University. Federal appropria-
tions through USDA, ARS and CSREES are the major sources we as grape growers
look to for continued assistance to further our industry.

The buyers from national supermarket chains, regional farm markets, and spe-
cialty food markets are ready to support local producers who can grow better tasting
fruits and vegetables. North Carolina has the right climate and soils to produce
some of the world’s finest grapes, strawberries, blackberries, blueberries, tomatoes,
peppers, cantaloupes, melons, squash, and a variety of culturally diversified crops.
We are the future not the past.

SPECIALTY CROP/GRAPES: ISSUES & CONCERNS FOR FARM BILL 2007

As a grower and producer of 35 acres of Muscadine grapes and their value added
products, winery owner and president of the North Carolina Muscadine Association
representing our interest and the interest of 180 grape growers in this state, there
are several areas of concern for our growing industry that I would like the commit-
tee to consider when addressing the construction of the 2007 farm bill.

Specialty Crop Grape Producers do not want or advocate inefficient and wasteful
payments directly to producers. Instead, the producers promote targeted research
and development in the areas of disease, breeding, and genetics along with better
coordination and technology transfer among and between governments, universities
and producers. This type of collaborative effort will improve regional and global
competitiveness for grape products. Historically specialty crops such as ours have
chosen to base their economic decisions on the market place and have not relied
heavily on Federal farm price support programs. However, in order to promote U.S.
programs for value added marketing and recognizing consumer trends and de-
mands, the need for State block grants is essential.

Every State is different and every commodity group is different. Agricultural re-
search is critically important to sustain and build our grape production in North
Carolina. Increased funding programs to USDA ARS (Agricultural Research Serv-
ices) and CSREES through our Land Grant Colleges would enable current research
to be funded and additional research to be done to improve grape production, mak-
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ing our producers more efficient and competitive. Funding these Specialty Crop
Grants designed to help these types of initiatives would enable the State to promote
research, education and training.

(2) The recent attention to the phytonutrient value of the Muscadine Grape would
greatly benefit from additional funds for research at NCSU, NC A & T State Uni-
versity, other universities or colleges. It would be of tremendous benefit to our in-
dustry as well as increasing the existing knowledge base on phytonutrients and
health. The main objective is to be able to evaluate and characterize the nutritional
effects of grape and wine components. This provides additional opportunities for the
enhancement of public health through diet by understanding the nutritional benefits
apparently derived from grape components. This will further expand the availability
of nutritionally rich fruits and vegetables in school lunch and breakfast programs
and other domestic feeding programs such as WIC and DOD.

(3) Government needs to recognize the specialty crop value to agriculture. The
long term economic vitality of agriculture requires that we change the mix of crops
and increase our investments in conservation and sustainable agricultural practices,
rural developments, research and marketing.

The North Carolina Muscadine Grape Association along with the North Carolina
Grape & Wine Council work continuously to try to effectively determine impact and
uniqueness of the regional/national grape and grape products industry to our local
economics, tourism and land use. The recent move of the NC Grape and Wine Coun-
cil to the Department of Commerce was an important step in recognizing and cap-
italizing on the NC grape industry support of tourism. Funds made available
through block grants could maximize the efforts of these groups to further promote
the small family farms agritourism which can breathe new life into declining rural
areas.

SUMMARY

e The North Carolina grape growers do not want subsidies.

e We need targeted research and development provided through funds distributed
to our Land Grant Colleges, USDA, ARS, CSREES, NIH and through collaborative
efforts with other colleges and universities working on similar projects.

e Further exploration of the phytonutrient components of the Muscadine Grape
and the grape in general will not slow down, there will only be more demand for
the product and explanation of its medicinal benefits as consumer demand in-
creases.

As the committee moves forward in the process to establish a new farm bill for
2007, the NCMGA and the NCGWC encourage you to strongly carve out a more eq-
uitable share of farm bill appropriations to the direct needs of specialty crop produc-
ers. The North Carolina Grape Industry is set for expansion. Your decisions as you
write this new bill will affect the success of our growth. Without the assistance of
block grants for research and development we will not have the tools necessary for
sustainability and viability.

Thank you for allowing me to present this information to the committee.

STATEMENT OF DAN WARD

Mr. Chairman, Members of the Committee, I am Dan Ward, a peanut, tobacco,
corn and soybean farmer from Bladen County, North Carolina. Today I am speaking
on behalf of the North Carolina Peanut Growers Association. I am currently serving
as Treasurer and a member of the Executive Committee. I want to thank you and
the Committee for coming to North Carolina and holding these hearings. I appre-
ciate the opportunity to speak today.

Last year, together with my father, we planted 92 acres of tobacco, 175 acres of
peanuts, 1,336 acres of corn and 165 acres of soybeans. Today I would like to ad-
dress how the 2002 farm bill has affected my farming operation and how it has af-
fected peanut production in North Carolina.

When the Peanut Quota System was ended in 2002, North Carolina had planted
125,000 acres of peanuts in 2001. In 2005, North Carolina planted 91,000 acres. Vir-
ginia planted 75,000 in 2001 and 22,000 in 2005. South Carolina on the other hand,
went from 11,000 in 2001 to 59,000 in 2005. The North Carolina numbers don’t tell
the whole story of what happened. In North Carolina there was a shift in where
the peanuts were planted. In 2001, peanuts were planted in 28 counties, but in 2005
peanuts were planted in 39 counties. Northampton county, located in the north-
eastern part of the state, was the number 1 county with 20,228 acres of peanuts,
but in 2005 only planted 4,508 acres of peanuts. On the other hand, Columbus coun-
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ty in the southeastern part of the state, planted 753 acres in 2001 and in 2005
planted 5,946 acres of peanuts. Other counties in the central coastal plain also in-
creased their acres or planted peanuts for the first time.

There were several reasons for the shift, one of which was the planting flexibility
provided in the 2002 farm bill. For some peanut farmers, cotton was a better option
than peanuts. Some were not satisfied with the price and decided to sit out a year
or two. Some wanted to stretch their rotation. Because of the decoupling of pay-
ments they were able to make that decision based on market conditions and produc-
tion costs.

Counter-cyclical and direct payments are of utmost importance to North Carolina
Farmers. Without target price protection, many of the state’s farmers would be out
of business. The marketing loan program for peanuts is working well. I hope the
target price and loan rate will be retained. Since counter-cyclical payments are mar-
ket price sensitive, they are higher in times of low prices, when the farmer needs
them most.

Because of the way the peanut provision of the 2002 farm bill was scored, an im-
portant part of the loan program, storage and handling, will not apply to 2007 crop
peanut loans. Peanuts are a semi-perishable crop, and in order to protect the pro-
ducers and allow orderly marketing, storage and handling are necessary. They have
been an important part of the loan program and should be restored for the 2007
crop year and included in the peanut provision of the next bill.

An important part of the loan program is the producers’ ability to get the loan
in a timely manner at the FSA office. I hope that Congress will adequately fund
FSA to allow staffing at the level necessary to continue the excellent service that
the agency has provided in the past.

North Carolina, like most of the southeastern United States, is a very agricultur-
ally diverse State. Farms are getting larger because of economics. Larger farms
mean larger amounts of personal money put at risk. Critics of the current level of
payment limits fail to recognize how important these payments are to minimizing
risk. North Carolina’s corporate farms are family farms. Please help us: keep the
payment limit provisions just like they are.

Conservation programs have helped farmers comply with wetland and highly
erodible requirements. But there is no way that they can replace direct or counter
cyclical payments. I hope the Committee will fight any effort by trade negotiators
to replace these payments with so-called green payments. I can’t feed my family on
grass waterways.

I hope that our trade negotiators do not treat agriculture as a chip to be thrown
in exchange for concessions from other countries. I know that there are many facets
to the trade negotiations, but the basic underpinning to our economy is agriculture.
The proposed 60 percent reduction in U.S. agricultural supports would be devastat-
ing to America’s farmers.

The 2002 farm bill instructed USDA to set the repayment rate at a level that
would allow peanuts to move freely into the domestic and export market. Since 2002
our peanut exports have declined drastically because the repayment rate has been
too high to compete on the export market.

We support country of origin labeling for peanuts and peanut butter. If my under-
wear must be country of origin labeled, I think the American consumer should know
where the peanut butter in their child’s PB&J sandwich was produced.

Mr. Chairman, I know it will be hard to please everyone when writing a new farm
bill, but you have an excellent starting place if you use the 2002 bill as your guide.
I hope that the American farmer will not be hit twice: once by reductions in a new
farm bill, and again by a new WTO agreement. For that reason, extension of the
current Bill would allow you to assess any reductions mandated by a trade agree-
ment before writing a new farm bill.

Mr. Chairman , I want to thank you and the Committee for your dedication to
U.S. agriculture in the past and the work you are doing now. I hope that you are
successful in writing a new farm bill that will benefit the American farmer and pro-
tect the consumers’ access to reasonably priced, high quality and safe food.
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M. Chairman, thank you for the opportunity to provide remarks on national farm policy
and the next farm bill. My name is David Burns. I operate a cotton, soybean and timber
farming operation in southern North Carolina. I appear today on behalf of the North
Carolina Cotton Producers Association. [ have served as president and now serve as a
member of the board of directors. The North Carolina Cotton Producers Association is a
grower association representing virtually all cotton producers in our state.

I am honored to join others in welcoming you and the members of the committee to
North Carolina. [ am proud to be a constituent of Congressman Hayes and thank him for
bringing this hearingto 8™ Congressional District.

About 25 years ago cotton acreage declined to 45,000 acres, but has made a comeback to
over 800,000 acres.

The principle reasons for the resurgence in cotton productiont in North Carolina are the
successful eradication of the boll weevil and an effective farm program. That is why
North Carolina cotton producers strongly support the current farm bill. Current law
provides a balanced approach to commodity, conservation, nutrition, and rural
development programs.

We believe the farm bill provides a stable and effective national farm policy for this
country. It includes benefit delivery provisions that provide needed support in times of
low prices without distorting overall planting decisions. An effective marketing loan
provision allows U.S. cotton and other commodities to be price-competitive in a global
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market. The current law contains sufficient planting flexibility provisions that allow
producers to react to market signals. We strongly believe the 2002 farm bill should serve
as the basis for the next farm bill debate.

And it is critical that current law be allowed to operate, without major modification,
through its scheduled expiration with the 2007 crop so producers can continue to make
responsible investment, cropping and marketing decisions. This farm bill has also been
significantly less expensive than projected when enacted. I would doubt that any other
major entitlement program can make that claim.

It is also significant that no farm or commodity organization has proposed changes to the
law, and in fact, at its recent annual meeting last month, the American Farm Bureau
expressed support for extension of the current law. Mr. Chairman, as your committee
begins consideration of the next farm bill, we believe it is critical for Congress to provide
adequate budget authority in order to craft an effective farm bill. We understand that the
budget deficit situation facing this country is different than the last farm bill debate, but
we urge Congress to protect the budget baseline for all aspects of the farm bill.

Secondly, we understand that the outcome of the current Doha trade negotiations could
impact the makeup of our next farm bill. The cotton industry is very concerned about the
attempts by some to single out cotton for treatment that is different from the remainder of
agriculture in both level of reduction and timeliness of implementation. We urge our
negotiators to insist that the negotiations be conducted as a single undertaking for all
programs regarding levels of domestic support and that no reductions in domestic support
be agreed upon unless accompanied by meaningful increases in market access for all
WTO countries.

Given the challenges of these two critical policy areas, we support continuation of the
current structure of farm programs as contained in the 2002 Act. The combination of
direct and counter-cyclical payments provides an effective means of income support,
especially in periods of low prices without distorting planting decisions. We strongly
support the continuation of the marketing loan. It is critical that all production remain
eligible for the marketing loan to ensure that farmers are able to make orderly production
and marketing decisions and that U.S. commodities are competitive in international
markets. When prices are extraordinarily low, it is important to maintain existing
authority, which allows farmers to redeem loans with marketing certificates.

In addition to sound farm program provisions, it is critical to ensure that commercially-
viable operations are eligible for program benefits and to recognize that the size and
structure of farming operations varies by region and cropping pattern. A significant
majority of farmers oppose all forms of payment limitations. However, at a minimum, we
urge Congress to maintain current payment limits and eligibility requirements.
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Mr. Chairman, we were deeply disappointed to learn that the Administrations budget
proposal released this morning once again includes unworkable limitations on loan
eligibility and payment limitation provisions that penalize commercially viable
operations. We urge you and your colleagues to once again reject these proposals, which
if enacted would significantly disrupt farming operations in North Carolina and across the
country.

Planting flexibility is one of the principles of the current farm bill that is most strongly
supported by virtually all farmers and should be maintained in future law.

Conservation programs will continue to be an important component of farm policy.
These programs should be operated on a voluntary, cost-share basis and can be a valuable
complement to commodity programs, but they would not make an effective substitute for
the safety-net provided by commodity programs. The Conservation Reserve Program,
the Conservation Security Program, and Environmental Quality Incentives Program are
proven, valuable ways to promote sound conservation and environmental practices
through cost-share, incentive-based approaches.

As with the current farm bill, Congress should strive to maintain the proper budgetary
balance between all aspects of farm law, including commodity, nutrition, conservation
and rural development programs. We recognize the challenge this will present given the
budget deficit situation facing Congress.

Continuation of successful export market promotion programs such as the Market Access
Program is important in an export-based agricultural economy. It is also important to
continue WTO-compliant export credit guarantee programs.

The U.S. cotton industry understands the value and benefits of an effective promotion
program. Because of advertising campaigns financed with grower monies, the average
U.S. consumer buys 35 pounds of cotton textiles and apparel each year. In the rest of the
world, cotton constumption is only 6 pounds per person. Promotion works, and it is
imperative that the authority for farmers to operate self-help, self-financed commodity
promotion programs continue.

Mr. Chairman, we recognize that your committee and Congress will face many
challenges from many different interests in crafting new farm legislation. I would
emphasize that adequate spending authority and the current farm program form a solid
foundation for the next legislation. The cotton industry will work closely with Congress
to ensure that our country maintains an effective national farm policy.

Thank you again for the opportunity to present these remarks.
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My name is Bob Cooper.” My wife Jean and I aré Tree Farmers from Winston-Salem. '
was born in North Carolina, studied medicine at Wake Forest, practiced for my entire
career in the state and now serve as director of emeritus affairs at the Wake Forest School
of Medicine.

But today’s not about medicine or research. It’s about my other passion: family forests.

I’m here as a representative of the’ American Forest Foundation, and the 50,000 members
of its American Tree Farm System. Together we manage about 33 million acres of
certified sustainable forests here in North Carolina and around the nation.

Our Tree Farm, Meadowbrook Farm, is just one of five million family-owned forests in
the South.

And-we’re one of six hundred thousand North Carolina families who own about three-

- fourths: of the state’s forestland. We grow most of the raw material for North Carolina’s .
second biggest industry — forest products — supporting over 300,000 jobs and generating
néar $30 billion for the state’s economy.

So I'was pleased when Chairman Goodlatte asked me to‘ come here today. If ever there
was a time when we needed to have a serious talk about the future of family owned
forests in North Carolina, in the South, and nationwide — it’s now.

The fact is, family forest owners are one of the South’s most vulnerable endangered
species, and our forests are fast disappearing from the landscape.

Right here in North Carolina, well over a million acres of forest have been paved in the
past decade.  We’ll lose éven more in years to come. That’s the equlvalent of plunking
down a city the size of Raleigh every ten-months.

And if you look at the South overall, the picture’s just as bleak. We’re losing about 1.2
million acres of family forests a year — the equivalent of paving a parking lot the size of
Raleigh every month! ‘
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The foundanon of much that we treasure in the South — our rich and dlverse forestland —
is oozing away. That’s bad news forall of us:

e For the vast majority of hunters and fisherman who depend on private lands for
their sport.

s For our urban neighbors who depend on family-owned forests for clean air, clean
water, wildlife habitat, healthy watersheds and for the green space that surrounds
their cities.

o For rural communities that depend on forest-based industries to generate a huge
share of their income, and some of their best jobs.

¢ And finally, for families like ours who have been good stewards for generations
and would like our children and grandchildren to have the same opportunities we
did.

Please understand me. I'm not anti-growth or anti-development or anti-anything, except
maybe the Seattle Seahawks. For some owners, the opportunity to earn a return on their
investment in land makes a lot of sense.

However, many other family forest owners want the opportunity to consider other
choices too: to keep their forests healthy, growing and working, to keep rural
communities intact and local economies strong.

Every day, it gets more difficult to make this choice. This is what I call the South’s
“Invisible Forest Health Crisis” ... a crisis where many forest owners don’t see a way to
preserve their family’s heritage of voluntary, private stewardship.

I’ve talked to numerousTree Farmers and here’s what they have to say.” [Remember this
is.a “Dr.'Bob” sample, not a Gallup Poll.. But I'm confident it’s a good reflection of
what’s on their mind.]

Economically, they feel trapped. The value of the land under our forests is making it
almost impossible to justify further investments in forestry. There are a number of factors
that have put us in this spot.

Markets for wood are sluggish, near non-existent for lower-value trees. Land pricesand
_taxes-are high, and getting higher as cities and towns grow closer to the woods. In many
places, we’re taxed-on the potential value of our land, rather than the current value — an
idea that might have made sense 150 years ago. It sure as heck doesn’t make sense
today.

It’s a fact that most families-don’t own forests just for the money. Most say they’re in it
for pride and pleasure first; a profit on timber falls further down the list. But even the
most conservation-minded owner needs cash. For taxes, insurance, to invest in the future
of their forests.
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The problem is -- more and more these days, even that cash can’t be found just by -
working in the woods.

This backs me and the millions of other Southern landowners right into the corner.

Our timber crop is among the most valuable in the South — supporting over 770,000
direct jobs, and about $120 billion in total industry output. Many rural industries depend
on our wood. Just as important, our city neighbors prize the “environmental goods” we
produce. Our forests are the green places suburbanites want to get away to. Their water
is cleaner and cheaper because of the watersheds we manage. We produce oxygen in our
forests, and take up carbon dioxide. We provide the habitat for game species our
neighbors can hunt, and we take care of the special places endangered species need to
survive,

It seems public values and public policy toward family forest owners are based on a
paradox — that their land can sustain itself without cash flow, and that vital public goods

can be produced without investment.

Can we work our way out.of this paradox? I hope we can, and the 2007 Farm Bill is an
excellent place to start.

First, we all win if we choose to invest more in sustaining our nation’s family forests.

That investment can take many forms:

find, through research, new markets for low value wood;
support for outreach, education and technical assistance to owners;
s direct incentives that owners can match with their own resources to protect
watersheds, water quality and wildlife; .
o facilitate private markets for ecosystem services;
and there are many others.

Let me offer a few preliminary thoughts on some ways Farm Bill programs might help.

Incentives. Cost-share funding for family forest owners has historically varied from slim
to none. The Forest Land Enhancement Program has not béen able to achieve its goals,
and while it’s slowly growing, only a fraction of EQIP funds — less than 2 percent — are
allocated to forestry activities. Altogether, our organization estimates that perhaps $20 to
$30 million in cost-share funding annually ends up on family forests.

The need is much, much greater. We hope Congress will recognize that as:it considers
the future of the Farm Bill forestry programs and conservation programs like EQIP, the
Conservation Security Program, the Wildlife Habitat Incentives Program, and even a
better version of FLEP or expanded Forest Stewardship Program.
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Please don’t leave with the impression that I’'m asking for a welfare program for family
forest owners. I’mnot. We don’t need it or want it.. But to keep our forests growing,
and our wood-based economy intact, we need some kind of return on all the investments
we make, including the things you can’t chip or saw: like water quality, habitat, green
space.

Outreach, Education and Technical Assistance. As a physician, I learned pretty quickly

that people will work hard to help themselves — if they know what to do, and if they’re
confident in their ability to do it. It’s the same with forestry. Unfortunately, most family
forest owners in the US don’t know much about their forests, or understand how they can
do more to keep them healthy and growing.

At the same time, all the organizations and agencies that traditionally reached out to these
owners are starved for funding. The centerpiece for these efforts — our state forestry
agency — struggle with continually shrinking budgets. USDA funding for forestry
extension has never exceeded a few million dollars. Often, provisions for technical
assistance aren’t fully integrated into the largest conservation programs.

We hope the 2007 Farm Bill will re-energize existing vehicles and spur development of
new and creative delivery systems for outreach, education and technical assistance. A
well-funded Forest Stewardship Program will be critical, along with new approaches to
knitting together the work done by the Forest Service, NRCS, Extension and the various
state agencies that “connect” with family forest owners.

Which brings me to my second “hope” for the 2007 Farm Bill.

Just as important as investing more, is investing smart. Serving as a board member of the
American Cancer Society, I learned pretty quickly how tempting it is to plan for next
year by repeating what you did this year, simply because you did it last year.

For the sake of our nation’s family forests owners, we all have to get beyond that. Asa
neighbor of mine once told me: If you’re not catching fish in your favorite pond, you
need to at least think about finding a new pond, or a new way to spend the afternoon.

We need to take a hard look at what’s working, what’s not — and make certain that every
dollar we invest in public programs for family forests does at least a dollar’s worth of
work. Where it counts. In'the woods. For all of us.

As Congress takes up the next Farm Bill - in an era of ever-tighter budgets — we hope
you will consider ways to get the most out of what we do spend.

Planning and Priority Setting. There’s a whole alphabet soup of Federal programs, all
with somewhat different objectives but in‘many cases working toward the same end and
often on the same land.
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We could maximize return on our Federal investment by seeking more joint priority-
setting and planning among the different Federal agencies at the national and state level —
at best, assuring that all programs mutually support the highest priority objectives, or, at
least, reducing the potential for duplication and overlap.

Coordination. All effective rural conservation programs are rooted in effective state
leadership. In some cases, that leadership is provided locally through Federal offices —
for example, NRCS state committees and local work groups or through state extension
offices. At the same time, state forestry agencies have traditionally assumed a leadership
role in delivering programs for landowners and as a source of technical assistance. All
these folks are good people; they understand what needs to be done. We could help them
do it better by seeking more coordination among programs, more sharing of information,
more joint planning and program delivery.

Results. You can’t know if you’re winning if you-don’t keep score. But you’ll never
know why you’re winning if you don’t measure carefully what works or what doesn’t.
We hope Congress will seek ways to assess the impact of programs based on outcomes,
not just number of acres or contracts. By using compatible yardsticks across a range of
different programs, we’ll be able to see where we’re doing the best job — and where we
might be doing the same job twice.

Landscapes. Our family-owned forests are fragmenting. Our problems are not. Whether
it’s protecting water quality or enhancing wildlife habitat, solutions often stretch across
boundary markers. Programs should encourage owners with common interests to identify
common challenges and seek ways to solve them together.

Taking Advantage of All Resources — Public and Private. We were excited to hear so

much talk about cooperative conservation at the White House Conference in St. Louis.
It’s simple common sense. There are so many different organizations — public, private
-and non-profit - interested in forest conservation. All make a unique contribution, but if
we find ways to weave their efforts together, we’ll be able to do more, and do it more
creatively. We'll be able to build flexibility into the total system so we aren’t trapped
with 20™ century tools to reach 21% century landowners, and we’ll be able to produce
better results more efficiently:

I'm a realist. I'know this is going to come down to dollars, and there aren’t many of
them out there. But I believe the debate over the Farm Bill shouldn’t be seen as “us”
versus “them.” We truly are in this together, because we all share the same ultimate goal
== to keep rural America a vibrant, vital and growing part of our economy, our
environment, and our national life. ' :
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M. Robert Cooper, M.D.

Director of Emeritus Affairs

Professor Emeritus of Internal Medicine-Hematology/Oncology
Wake Forest University School of Medicine

Dr. Cooper, a North Carolina native, has spent forty-three years at The Wake Forest
University Baptist Medical Center. He began his medical career here as one of the
original William Neal Reynolds scholars in 1956 and completed his formal career on
December 31, 2001 after thirty-four and one-half years.of service to the School of
Medicine in the section on Hematology/Oncology.

His medical career began after he received his undergraduate degree from North
Carolina State University and served for two years in the United States Army. After
medical school he received post-doctoral training at the University of Virginia for one
year and then returned to the North Carolina Baptist Hospital, where he completed his
training as a medical oncologist.

As one of the pioneers in developing the Comprehensive Cancer Center of Wake
Forest University, his contributions included more than 350 professional publications
and more than 130 scientific presentations. In addition to his clinical practice,
research and teaching, he has served as Acting Director of the Comprehensive Cancer
Center, Associate Director for Community Research and Education, and Interim
Chief of the Section on Hematology/Oncology.

Service to the American Cancer Society for more than twenty years is among his
numerous leadership roles outside the Medical Center. In recognition of his
dedication to this volunteer endeavor, he was awarded the St. George Medal, the top
National Division Award. - The American Cancer Society dlso chose him to serve as
Professor of Clinical Oncology at the Medical School.

‘Grants from the National Cancer Institute and the National Institutes of Health have
enabled Dr. Cooper to provide national recognition to the Medical Center.

In 1997 he received the MAA Distinguished Faculty Service Award from the
Bowman Gray School of Medicine.

He has retired from clinical practice but continues to be active in the areas of
teaching, research, writing and lectures. He was appointed Emeritus Professor and
maintains an office at the Emeritus House at the Wake Forest University School of
Medicine.

A citatjon from Wake Forest University describes Dr. Cooper as “a venerated
authority 'on cancer...His extraordinary leadershxp sets a standard of professionalism
to be emulated by those who follow.”
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Building Rural America
National Association of Credit Specialists
of the
USDA = Farm Service Agency
A Federal Managers Association Conference

FARM BILL
AUGUST 2005

The National Association of Credit Specialists of the Farm Service Agency (NACS FSA) is
a professional organization, which strives to enhance FSA -programs, services and
efficiency. NACS FSA’s membership consists of loan officials and program managers who
administer the FSA Title V Credit programs. NACS FSA is affiliated with the Federal
Managers Association (FMA), an organization that represents over 200,000 federal
managers, which advocates excellence in public service through effective management and
professionalism.

In order to enhance FSA programs, services and efficiency to the fullest extent possible, a
number of provisions are requested for the new Farm Bill. We ask for your support in
making these Legislative and/or Farm Bill changes that are necessary to accomplish the
following:

1) ABOLISH TERM LIMITS — Arbitrary term limits place unnecessary burdens on
customers at a time when they are growing in their business or recovering from
financial hardships and unable to obtain private/commercial credit at reasonable
rates and terms, The present Direct Loan term limits are 7 years for Operating
(OL) loans and 10 years for Farm Ownership (FO) loans. These term limits do
not allow adequate time for a beginning farmer to become financially stable and
grow his/her business.  Term Limits assume that over a lifetime a producer will
experience no more than 7 years of financial distress or adversity due to natural
disasters or depressed prices.

Guaranteed loan term limits were suspended during the last farm bill and are due
to be reinstated. These limits should be suspended permanently. Commercial
lenders should have the flexibility to make prudent business decisions, including
the request for a guarantee, without having arbitrary limits imposed on
individual customers.

Therefore, term limits are restraining the potential success of beginning or
financially stressed farmers, while creating burdensome administrative
requirements for the Agency and Commercial Lenders. We solicit your support
in permanently removing term limits

from direct loans, as well as from Guaranteed Operating (OL) loans.
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INCREASE LOAN LIMITS FOR DIRECT FARM OWNERSHIP (FQ) AND
OPERATING (OL) LOANS

The current limits of $200,000.00 for FO Loans and $200,000.00 for OL Loans
were set over 20 years ago. Production costs and real estates values have greatly

increased over the past 20 years. These low lending limits are greatly limiting our
ability to help beginning farmers, socially disadvantaged farmers; and financially
stressed or expanding farm operations. Loan Limits should be increased to
$400,000.00 for FO and OL direct loans.

Also, in an effort to help beginning farmers, we would ask that the $250,000 limit
on the purchase price or appraised value for property in FSA’s Beginning
Farmer Down Payment Program be increased to $350,000.00.

ALLOW FSA TO GUARANTEE LOANS MADE BY COMMERCIAL
LENDERS ON TAX-FREE BONDS

The aging farm population is a major concern and the limited allocation of Direct
Farm Ownership (FO) funds has hindered efforts to get the next generation
started in farming. FSA procedure prohibits the use of guaranteed loans in
conjunction with many beginning farmer programs conducted in various states
due to the fact the funds are generated by tax-free bonds. The use of tax-free
funds by guaranteed lenders would be a valuable tool to help these producers
obtain rates and terms that they can reasonably meet. This prohibition from
financing in conjunction with tax free funds hinders FSA’s ability to provide
loans through participation and other types of joint financing, which involve
these Aggie bonds and other tax free bonds.

Many states are promoting tax free bonds as an avenue to assist beginning
farmers. Changing the rules to allow the use of FSA gnaranteed loans in
conjunction with tax free bonds will provide an excellent opportunity for a
federal-state partnership in their effort to assist beginning farmers.

PROVIDE INCENTIVES AND ALLOW FSA TO OFFER INNOVATIVE
FINANCIANG SOLUTIONS FOR BEGINNING FARMERS

Present regulations limit FSA’s Beginning Farmer options. We propose the
following options to address the entry-level challenges of beginning farmers and
ranchers:

- Provide tax incentives or benefits to landowners that sell or rent property
to beginning farmers.

- Increase the maximum FSA loan term for Beginning Farmer Down
Payment loans to 20 or 25 years, from the present 15.

- - FSA be permitted to offer guarantees of seller financed contracts for deed,
and to facilitate a secondary market to purchase these contracts under
specified conditions.

- Facilitate a secondary market for contract for deed transactions that are
guaranteed by FSA. Obtaining a fixed interest rate often depends on the
ability of the ereditor to sell the loan in the secondary market.

- Eliminate or modify capital gains taxes payablé by sellers on land sales to

beginning farmers.
Allow tax incentives for interest paid to sellers on land contracts to

beginning farmers. . .
Allow tax incentives for interest income received by commercial

lenders on guaranteed long term loans to beginning farmers for acquisition
of capital assets. .
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Testimony of Kay Doby
Poultry Grower
Cameron, North Carolina

. Submitted at the
Fayetteville, North Carolina Field Hearing
of the
House Commiittee on Agriculture
February 6, 2006

In 1993, my husband and T built two 500-ft pSultry houses at a cost of $188,000 dollars.
The houses were built by the company’s specs. The companies have what they call a new
house manager who oversees the building. The houses were financed through the poultry
company with 20 acres of land put up. The first contract I signed was for 5 flocks a year
for 10 years, the length of the loan. The first year we got six flocks, good; I will get the
loan paid off before 10 years. Little did I know that after 1 year the company would bring
us another contract to sign for 3 years with no guarantee of the # of flocks. The next
contract was for 2 years with an arbitration clause added. Then a few years ago, [ was
presented with a contract that is only “flock to flock.” Talk about job security!! At that
time, we still owed 60,000 dollars on the houses and now we’re told that we might get
chickens to raise or we might not. If we don’t get birds we can’t make the payments and

we lose the land we built the houses on. By now I hope you are asking yourself, how can
they do that? :

Recently the poultry companies discovered by way of technology that if you put a chicken
in a house and keep the temperature at 72 degrees after it feathers out and keep it virtually
in the dark 24/7 for 8 weeks, you can raise a bigger bird on less feed. The feed is the
company’s only expense. Now this would be good if only the companies would share the
profits with the growers, but they do not.

This new technology is achieved through what is known as tunnel houses. When you see a
house with the big fans, usually 4 side by side, that is a tunnel house. The curtains look
white on the outside but they are black on the inside, no light can come through.
Companies ate now completely walling up one side of the houses. Some are even going so
far as to wall up both sides. The only way the birds can get air is inlets in the ceiling that
open when the fans come on to suck in air.

Our housesare what they call conventional housés. We have curtains that light can come
through; the curtains come down automatically when it gets too hot. The company wanted
us to convert our houses to tunnel when we still owed 80,000 doHars on them. This would
cost us an additional 80,000 dollars. The company will give you what they call improved
pay.
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Growers are ranked against each other for their pay. The company will group you with
maybe 14 other growers. They will take the average for that week of how much feed it
took to grow the average weight bird. Then you will fall somewhere in the ranking system
to get what you will be paid. There will be half the growers making above the 50% mark
and half of the growers will be in the minus. The companies will use the minuses to say
you are a bad grower.

Now keep in mind that you had no-control over the birds you received to begin with.
Maybe you received chicks that came from hens that just started laying, therefore you got
little tiny chicks that have a hard time living and if they live they never get to the weight of
the others, but still probably eat as much. New don’t forget that your goal is to raise the
heaviest bird on the least amount of feed. Maybe you received chicks that had an.egg
explode during the hatching process and penetrated the other eggs with bacteria. If that
happens, then you have sick little chicks. Maybe the driver that brought your chicks

stopped to get a Coke and take a break before he got to-your farm and your chicks were
chilled or overheated.

The next problem is that you have no control over is the feed. What if you get the wrong
feed mixture for your age birds? Get a low calorie feed and the birds are going to eat it and
not put on any weight. Remember you are going to be paid based on how you measure up
to other growers. Now suppose that your birds are held over to 58 days and the other
grower’s birds are picked up at 53, 54, 55 days. Make a difference? You bet, Your birds
have just been sitting there for extra days eating thousands more pounds of feed and just
adding to your litter. They have finished growing because the last days of feed are
withdrawal, not packed with the calories for weight gain. Oh, and let’s not forget when
they pick up your birds. Depending on the time they sit on the trucks before they go to
processing, some of the birds may die. You aren’t paid for a dead bird but you sure are
charged for the feed that bird ate. There is no way it can be fair to rank growers against
one another when they never start out on the same level. There are too many things
beyond the grower’s control to base his pay on a ranking system.

Integrators determine pay for individual flocks therefore resulting in declining pay as other
producers shift to the tunnel houses. This deceptive practice has the effect of shuffling an
average producer with a conventional house down the pay scale in a subtle way. I have
looked at the figures and you can not make your additional loan payment with the
improved pay they offer you to shift to tunnel ventilation. Not only can you not pay your
loan, but you also have the additional expense of electricity because you must run fans to
bring in fresh air in the summer when before you could just open the curtains.

This brings us back to the flock-to-flock contract. In other words it means that the
company want you to make your houses tunnel so they can make more money off you, or

- they won’t give you any more chickens and you will lose your farm. Poultry houses are a
single-use structure and at the present time there is nothing else that can generate the
revemue to pay for them that poultry can.
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I personally know growers that have been cut off. In other words, the companies will not
bring them birds to raise. Others have given in and borrowed the money to do the
upgrades-to tunnel and now stand to lose everything including the house they live in if the
company so desires:

With a traditional bank loan on a dwelling or land, ‘one normally obtains equity as the loan
is paid off. With loans for poultry houses and equipment, little equity is earned because
the houses and equipment have limited salvage value. While loans are being paid off, cash
flow is typically negative. After loans are paid off, cash flow may be positive, but
inadequate to recover carlier losses.

Even with that dismal projection, the grower still works for the day that he will have the
loan paid off. But guess what? The grower will never get to that day because the company
won’t let him. When a grower gets his houses paid for; the company wants the newer
updated equipment in the houses or they will cut you off. So here you are with two
choices, go back even deeper in debt or just sell your farm and salvage what you can.

Farm business records show that contract producers who once had acceptable incomes
from their poultry operations now put up a few hundred thousand dollars of equity, and
borrow several hundred thousand more to hire themselves at minimum wage with no

benefits and no real rate of return on their equity. Yet, integrators continue to earn 10 — 25
% rates of return on equity.

Consumers have benefited from vertical integration in both quality and consistency of
poultry products with lower prices. Reports show that many poultry integrators have
benefited from vertical integration. Contract poultry producers have been left behind with
a poverty level of existence.

A question often asked is: “If returns are really so low, why are people lined up to become
contract producers?” Although no detailed studies are available, it appears that there are
four major reasons why people continue to be interested in becoming contract producers.
First, there are few other job opportunities in areas where poultry operations are often
located. - Second, many potential producers-do not understand that cost and return budgets
may use unrealistically long depreciation periods. ‘In the past, some producers have been
strongly discouraged by integrators from making public their contracts and financial
information. And there may be deception in the information presented to potential
producers by some integrators in that not all costs are shown, or costs are underestimated.
Third, marny potential producers may feel that they can be above average, even though the
payment system prevents more than half of them from being above average. Fourth, the
manner in which most integrators determine pay for individual flocks may result in
declining pay as other producers adopt new, more efficient technology. - Potential new

producers may not recognize this and thus may not account for it in their profitability
analyses.
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Now we are back to the question, how can the companies do that? Because they have a
contract that is written solely to benefit them. Because there are no laws that say they
cannot do it.

Here is a section of one contract:

(company) agrees to sell and deliver to Producer day old flocks of chicks (each such flock
being referred to as a “Flock™), as such Flocks are available for placement from time to
time under prevailing market and production conditions and other relevant factors.
(company) shall not be obligated to deliver a certain number of Flocks to Producer or to
deliver Flocks to Producer at any certain time.

The North Carolina Contract Poultry Growers Association is made up of poultry growers
and supporters that are working to educate the public and lawmakers to how bad the
contracts and conditions are for the poultry growers.” The companies are not going to
change things unless they are made to do so. The growers don’t want anything that they
are not entitled to, but they want things to be fair. And I have a few suggestions in that
régard:

1) The Packers and Stockyards Act needs to be updated to give USDA’s Grain Inspection,
Packers and Stockyards Agency full authority, like the authority they already have in the
red meat sector, to crack down on unfair and deceptive tradé practices. Right now, their
authority is very limited for poultry, and that means that there’s no cop on the beat to make
sure that poultry growers are not being abused. - ‘And once that have that authority, we
need to make sure that GIPSA is doing everything possible to fully enforce the law.

2) Pass legislation to specifically prohibit certain abusive contract clauses. For example,
poultry growers, and some hog producers, are being forced to sign mandatory arbitration
clauses. Often the company will force you to sign a new version of your old contract, but
will add the arbitration clause, and threaten to stop sending you new chicks until you sign.
This arbitration clause has the effect of saying that you can’t seek justice in court, no
matter what the company does to you. Even in the case of illegality, or breach of contact,
or fraud, you can’t go to court. Instead you have to go into a private arbitration system
where you have no rights, and where they ask you to pay thousands of dollars up front just
to start the arbitration process. . Arbitration should be voluntary for both parties, not
something forced on you by the company. ~ Congress passed a law a few years ago to stop
car manufacturers from using these abusive arbitration clauses on car dealers. Farmers
would like the same protections that Congress has given to car dealers.

3) And what would be really best of all is if companies would be required to bargain in
good faith with grower associations, instead of insisting on dealing with each grower
individually. This is'not-a new idea:” In factinsome states, like California and Michigan,
the state laws have “good faith” bargaining requirements for some agricultural contracts.
And it works well there. But the laws had to be there first to make this happen.  We
should do this at the national Tevel too, by changing the Agricultural Fair Practices Act to
require good faith bargaining in contract negotiations.
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If large agribusinesses are allowed to control the terms of these take-it-leave-it contracts,
and as long that Congress lets them abuse growers, companies will continue to shift the
poultry medel into other parts of agriculture, as we have already seen in many other
commodities in North Carolina.

I would like to thank you for your time and willingness to read some of the things that are
going on with today’s poultry growers and would like to close with the following:

The contract producer has been transferred into a “mere servant of a ¢orporation.” Or, as
some have said, contract producers are serfs — with a mortgage.

s
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Chairman Goodlatte, Ranking Member Peterson, Members of the Committee-

I am Laura Deaton Klauke, Director of the Contract Agriculture Reform Program with
the Rural Advancement Foundation International (RAFI) - USA based in Pittsboro, North
Carolina. . Thank you for this opportunity to submit this testimony on behalf of the
Campaign for Contract Agriculture Reform, a coalition of which RAFI- USAisa
founding member.

RAFI-USA, a nonprofit in Pittsboro, in Chatham County, creates conditions for a
dependable supply of safe food. Based on equity, diversity and community, these
conditions include: Strong family farms & rural communities; Close connections between
consumers and producers of food; Environmentally sound farming; Safeguarding of
agricultural biodiversity.

The Campaign for Contract Agriculture Reform (CCAR) is a national alliance of
organizations working to provide a voice for farmers and ranchers involved in contract
agriculture, as well as the communities in which they live. The goal of the campaign is to
assure that the processor-producer relationship serves as a fair partnership, rather than a
dictatorship.

Traditionally, farm bill debates have focused on issues such as research, credit,
conservation, and the structure of commodity price support mechanisms and direct farmer
assistance programs. Undoubtedly, those themes will continue to be a central part of the
debate on'the upcoming farm bill.

However, the structure of U.S. agriculture is rapidly changing and therefore the focus of
the farm bill process must also be broadened to keep pace with the modern realities
facing farmers and their communities.

Unfortunately, the traditional model of independent producer selling their product to
independent processor is rapidly shifting toward an environment in which contractual
arrangements between farmers and vertical integrators and processors are commonplace.
In addition, agribusiness firms are rapidly consolidating to gain market control. It is
critical that the farm bill not only address the structural issues of agriculture to help
independent farmers stay independent and viable. But it is also important to
acknowledge the rapid shift toward contract production, and to-address the unique needs
and challenges of contract farmers.

With the rapid rise of vertically integrated methods of agricultural production, farmers
are increasingly producing agricultural products under contract with large processors. In
1998, USDA’s Economic Research Service estimated that 35 percent of all agricultural
production was produced under contract (need to cite report, or add more up to date
information). For North Carolina specifically, most of our state’s major commodities are
governed by contract relationships, including poultry, hogs, tobacco, peanuts, and
increasingly nursery crops. These contractual relationships take many different forms.
The dominate forms are marketing contracts and production contracts.



104

Marketing contracts, now common in the production of beef, hogs, and tobacco, describe
a relationship where a farmer or rancher contracts with a processor or integrator to sell
product in the future at a certain price. Often the contracted price is benchmarked off a
market, such as the Chicago Mercantile Exchange.

Production contracts - which are nearly universal in poultry production, and are
becoming more common in hog production — describe an arrangement in which the
farmer never actually owns the product they produce, but instead makes large capital
investments on their own land to build the facilities necessary to raise animals for an
"integrator.” -

Under such arrangements, farmers and growers are often given take-it-or-leave-it, non-
negotiable contracts, with language drafted by the integrator in a manner designed to
maximize the company's profits and shift risk to the grower. In many cases, the farmer
has little choice but to sign the contract presented to them, or accept bankruptey. The
legal term for such contracts is "contract of adhesion.” As contracts of adhesion become
more commonplace in agriculture, the abuses that often characterize such contracts are
also becoming more commonplace and more egregious.

Under both of these contract models, but particularly with production contracts, farmers
and growers lose their autonomy and any bargaining power that they once had as
independent farmers. This corporate control of production unnecessarily replaces farm-
level decision making with centralized corporate planning and leaves farmers trapped in
long-term debts tied to short-term, non-negotiable production contracts. Contracts are
often signed as a last resort. In many parts of the country, farmers have little choice but
to sign a contact. For example, for broiler production, with very few exceptions, there
really are no alternatives other than producing under a production contract.

Compounding the problems of contract production is the rapid conselidation of
agribusiness firms.  Today, a small handful of corporations overwhelmingly dominate
the nation’s food supply. The market control of the top four firms in food retailing, grain
processing, red meat processing, poultry processing, milk processing, and nearly every
category of food manufacturing is at an all time high. Corporate mergers and buyouts
have concentrated the power of these firms and increased their ability to unfairly
manipulate market conditions in their favor. This unprecedented level of horizontal
market consolidation effectively eliminates free market competition to the detriment of
independent family farmers and consumers.

In the recent past, this Committee has taken a very “hands-off” approach to the issues of
market consolidation and contract agriculture. As-the market concentration of
agribusiness firms reaches historical levels, and as the contract model spreads quickly
throughout other sectors of agriculture, it is time for Congress to take notice, and to
legislate commonsense protections to assure that basic of standards of fair dealing and
good faith apply, and that fair contracting standards are defined and enforced. Inmany
sectors, such as poultry, growers have no viable option for production other than through
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a contract relationship.  And because total control overthe contract terms and contract
implementation is in hiands of the integrator, farmers and. growers are very vulnerable to
abuse. :

In previous decades, Congress recognized the need to regulate the behavior of powerful
packers, integrators and processors in their dealings with farmers and growers. The two
most notable examples are the Packers and Stockyards Act of 1921 and the Agricultural
Fair Practices Act of 1967. In both cases, Congress recognized the danger of allowing
integrators and processors to have unfettered power over agricultural markets, and the
need to regulate the behavior of integrators and processors to prevent abuse to farmers.
Unfortunately, both statutes are in great need of reform in order to respond to widespread
abuses that farmers are experiencing today.

Therefore, because of the importance of competitive markets, where farmers and
processors can work together in a balanced and transparent marketplace, I urge the
Committee to make the issue of agricultural competition and market concentration a top
priority for the 2007 farm bill. .

Specifically; I urge the Committee to hold hearings on the issue of agricultural
competition and market concentration, in preparation for the inclusion of a2 Competition
Title in the 2007 farm bill.  This Title should include the following provisions:

Producer Protection Act/ Minimium Contract Standards. In a September of 2000,
sixteen State Attorneys General issued a joint statement that regardless of any benefits,
"contracting poses serious risks for producers and, ultimately, for consumers.” The
statement further noted that spread of contracts within highly concentrated agricultural
markets and warned of the "greater and greater disparity between processors and farmers
with respect to market information and bargaining power." The Attorneys General also
noted that "[clontracting can result in the unfair shifting of economic risk to farmers" and
that contracts with confidentially clauses destroy market transparency, limiting the ability
of farmers to negotiate a fair deal.

‘In response to these problems, the Attorneys General provided model state legislation,
referred to as the Producer Protection Act, designed to set basic minimum standards for
contract faimness.and promote meaningful competition in agriculture, and to address the

worst abusés contained in processor-drafted boilerplate contracts. Highlights of this
proposal include:

(1) Clear disclosure of producer risks;
(2) Prohibition on binding arbitration in contracts of adhesion;

(3) Recapture of capital investment (so that contracts that require a significant capital
investment by the producer cannot be capriciously canceled without compensation); and,

(4) A ban on unfair trade practices including "tournament” or "ranking system" payment.
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In recognition of the national nature of the problem, the issue of minimum contract
standards was debated by the Senate during the 2002 farm bill debate. The House
declined to debate the subject. As a result, the Senate version of the bill included a
provision to prohibit the use of certain confidentiality clauses in agrieultural contracts,
and another provision prohibiting mandatory arbitration clauses in livestock and poultry
contracts, to assure that arbitration is a voluntary decision agreed upon by both parties in
writing after a dispute arises.

While the confidentiality clause provision was included in the final 2002 Farm bill
package and is now law, the arbitration provision was unfortunately dropped during the
farm bill Conference.

w

Arbitration clauses have emerged in recent years as being one of the most egregious
examples of abusive contract clauses faced by contract growers. Many livestock and
poultry growers are being forced to sign away their constitutional rights to jury trial upon
signing a contract with an integrator, and instead must accept a dispute resolution forum
that denies their basic legal rights and is too costly for most growers to pursue,

Because basic legal processes such as discovery are waived in arbitration, it becomes
very difficult for a farmer or grower to prove their case. In these cases, the company has
control of the information needed for a grower to argne their case. In a civil court case,
this evidence would be available to a growers' attorney through discovery. In an
atbitration proceeding, the company is not required t6 provide access to this information,
thus placing the farmer/grower at an extreme disadvantage. . Other standard legal rights
that are waived through arbitration are access to mediation and appeal, as well as the right
to an explanation of the decision.

In addition, it is often assumed that arbitration is a less costly way of resolving dispute
than going to court. Yet for the farmer, the opposite is usually true. The high cost of
arbitration is often a significant barrier to most farmers. The up-front filing fees and
arbitrator fees can exceed the magnitude of the dispute itself. For example, in a recent
Mississippi case, filing fees for a poultry grower to begin an arbitration proceeding were
$11,000. In contrast, filing fees for a civil court case are $150 to $250.. Lawyer feesin a
civil case are often paid on a contingent-fee basis.

Legislation has been introduced in the Senate (S. 2131) to address the arbitration issue,
with strong bipartisan support. While this legislation has been referred to the Senate

Judiciary Committee, it could easily be redrafted in the House to be rélevant to the farm
bill process, if necessary.

Closing Poultry Loopholes in the Packers & Stockyards (P&S) Act: The Packers and
Stockyards Act prohibits unfair; unjustly discriminatory, and deceptive acts and practices,
including some anti-competitive practices, in the livestock and poultry sectors.

However, the Act provides different levels of protection for livestock producers and
pouliry growers. While the Act makes it unlawful for a livestock packer or a live poultry
dealer “to engage in or use any unfair, unjustly discriminatory or deceptive practice or
device, or to give any unreasonable advantage to any particular person or locality,”
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USDA’s Grain Inspection, Packers and Stockyards Administration GIPSA has neither
general authority to stop the unfair practices nor the authority to penalize the poultry
dealers. As one former GIPSA Administrator commented during his tenure, “We have
the responsibility but not the authority.”

‘When violations of the Act are discovered in the livestock industry, GIPSA has the
authority to take administrative actions, including holding hearings and assessing civil
and criminal penalties. However, GIPSA does not have this administrative enforcement
authority in the pouliry industry. ' -

When violations of the Act are discovered'in the poultry industry, GIPSA can only issue
an order to cease illegal conduct. In extreme cases, GIPSA can send the complaint to the
Justice Department. - From the pouliry company’s perspective, breaking the law and
increasing company profits through fraudulent or deceptive practices carries little
financial or legal risk.

In addition, even the inadequate level of protection provided by the Act for broiler
growers does not extend to breeder hen or pullet growers. This is because the definition
of a “poultry grower” in the present Packers and Stockyards Act (P&S Act) is “any
person engaged in the business of raising and caring for live pouliry for slaughter by
another... .” This definition has been interpreted by the courts to mean that the Packers
and Stockyards Act applies only to broiler growers because the birds they care for go
directly to a processing plant, whereas breeder hen and pullet growers raise their birds as
an intermediate step in the poultry process.

Legislation should be included in the 2007 farm bill, similar to H.R 582 introduced in the
108" Congress, to-give all contract poultry growers the same legal protection under the
Packers and Stockyards Act as other livestock produicers, and to assure that all pouliry
growers enjoy those protections.

While some of the problems faced by pouliry growers relate to GIPSA’s lack of statutory
authority, chronic lack of enforcement under the Agency’s existing authorities have been
aproblem as well. We have been pleased by efforts made by GIPSA in recent months
to meet with poultry growers and to better understand the pervasive problems in the
pouliry sector, and we are hopeful that this constructive dialogue between GIPSA and
pouliry growers will continue. However, the enforcement problems at GIPSA are
legendary.

InJanuary of 2006, USDA Office of Inspector General issued an ‘audit report highly
critical of USDA’s Grain Inspection, Packers and Stockyards Agency (GIPSA) and its
management and oversight of the Packers and Stockyards Programs.  The OIG report
noted many problems with GIPSA énforcement of the Packers and Stockyards Act,
including inaccurate and incomplete investigative tracking systemns, inadequate process
for managing investigations, inability to make decisions on policy and guidance matters,
and incomplete actions to strengthen program operations. If GIPSA does not act swiftly
to implement the reforms suggested by the OIG audit report, additional legislation may
be necessary to facilitate the Agency’s enforcement procedures.
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Amendment to the Agricultural Fair Practices Act of 1967 to provide Bargaining
Rights for Contract Farmers:

Responding to the retaliatory practices of processors in the 1950°s and 1960’s, the
Agricultural Fair Practices Act of 1967 was passed to ensure that family farmers could
join together in authorized cooperative associations to market their produce without fear
of interference or retribution from processors. Unfortunately, loopholes in the legislation
and changes in markets are making it increasingly difficult for producers to organize and
attain a fair price for their products or fair treatment in contract terms, and increasingly
easy for processors to retaliate against praducers who seeks to join together to demand
better treatment under their contracts.

The primary weakness of the Act is that handlers are not required to bargain in good faith
with producer associations. While the Act prohibits processors from discriminating
against producers simply because they are part of an association, it includes a disclaimer
clause permitting the processors to refuse to do business with a producer for any other
reason. This makes discrimination based on a producer’s membership in an association
extremely easy to disguise.

Legislation requiring good faith bargaining would give marketing cooperatives the
leverage to.compel negotiations. It provides farmers a means of participation in contract
negotiations with processors, participation reflective of the farmers’ substantial financial
investments in the industry. ‘This would mirror State statutes in California, Maine, and

Michigan which require good faith bargaining for contracts in the fruit and produce
sectors.

Legislation should be included in the 2007 farm bill to update the Agricultural Fair
Practices Act to close the loopholes that limit its effectiveness, to promote bargaining

rights, and to prevent processor retaliation. (See H.R. 230 from the 107® Congress as an
example)

In addition, the consolidation of agribusiness firms and the efforts by those firms to
dominate markets has manifested itself in different ways in different sectors of
agriculture. ' While CCAR’s expertise is focused more specifically on the poultry sector
and other sectors where contract agriculture is taking hold, we strongly belicve that the
issues of concentration and competition must be addressed in other sectors as well.
Therefore, we argue that the following legislative initiatives should also be included in
the 2007 farm'bill, as part of a comprehensive Competition Title:

Prohibition on Packer-Owned Livestock: Packer-owned livestock is a major market power
tool.for meat packers such as Tyson, Cargill; and Smithfield Foods. This practice fosters
industrial livestock production and freezes independent farmiers out of the markets. Packer-
owned livestock has been proven to artificially lower farm gate prices while consumer food
prices continue rising. A packer ban -- prohibiting direct ownership of livestock by major
meatpackers -- addresses the problem of captive supply which packers use to manipulate
markets. A packer ban would help increase market access for America's independent
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producers who currently experience great restrictions in market access due in part to packer
ownership of livestock.

Transparency/Minimum Open Market Bill: In the absence of a mandatory minimum
open market volume, all producers will be forced into unfair contracts with specific
packers. This bill will require meat packers to purchase at least 25% of their daily hog
and cattlé needs from the open market and will limit the ability of packers to use their
owned and contracted livestock to manipulate prices down artificially.

Captive Supply Reform Act: This legislation will bring secret, long-term contracts
between packers and producers into the open and create a market for these contracts. The
Captive Supply Reform Act would restore competition by making packers (and livestock
producers) bid against each other to win contracts. Currently, forward contracts and
marketing agreements are negotiated in secret, in a transaction where packers have all the
information and power, with the result that these contracts and agreements depress prices
and shut small and independent producers out of markets. The Captive Supply Reform
Act would require such contracts to be traded in open, public markets to which all buyers
and sellers have access.

Clarification of "Undue Preferences” in the Packers & Stockyards Act: Packers
commonly make unjustified, preferential deals that provide unfair economic advantages
to large-scale agriculture production over smaller family owned and sustainable

farms. Courts have found current undue preference legal standards virtually impossible
to enforce. Additional legislative language is needed to strengthen the law and clarify
that preferential pricing structures (those that provide different prices to different
producers) are justified only for real differences in product value or actual and
quantifiable differences in acquisition and transaction costs.

Mandatoery Country of Origin Labeling: Country of origin labeling (COOL) was
passed as a provision of the 2002 Farm Bill. This popular measure allows consumers to
determine where their food is produced while allowing producers to showcase their
products for quality and safety. It also limits the ability of global food companies to
source farm products from any country while passing them off as U.S. in origin. The
meat packers and retailers have successfully stymied the effort to implement this law.

_Congress should immediately implement COOL to benefit producers and consumers as
intended in the law.

All'of the legislative proposals discussed in this testimony have been endorsed by.over
200 organizations representing farmer; consumer, labor, religious, environmental, and
wildlife concerns, which collectively sent a letter to the Committee last summer decrying
unfair competition and increasing consolidation in agriculture, and urging the Committee
action as part of the 2007 farm bill-debate.

Laws to promote faimess and healthy competition, such as those outlined above, are key
to achieving the goal of promoting an economically healthy and diverse agricultural
production sector and providing consumers with healthy, affordable food.
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The Committee has an opportunity to address the changing structure of agriculture
through this farm bill, or to ignore the trends and remain focused exclusively on the
traditional farm programs. In our view, and the view of thousands of farmers and théir
communities throughout the country, the issues of competition and concentration in
agricultural markets have as much importance to the health of our agricultural econony
as do federal price support and direct assistance programs. - I urge the Committee to give
these issues their due attention.

Thank you for this opportunity to present my views.



July 29, 2005

The Honorable Bob Goodlatte, Chair The Honorable F. James Sensenbrenner, Jr., Chair
The Honorable Collin Peterson, Ranking Member The Honorable John Conyers, Jr., Ranking Member
Comimnittee on Agriculture Committee on the Judiciary

Unite States House of Representatives United States House of Representatives
Washington, DC 20515 Washington, DC 20515

Re: Unfair Competition and Consolidation in Agriculture
Dear Chairmen and Ranking Members:

The hundreds of organizations signed below strongly urge you to make the issues of agricultural competition
and market concentration g top priority as Congress considers the crafting of agricultural legislation. During
the 2002 Farm Bill debates, public testimony provided clear and compelling evidence of the need for free
market competition and faitness for America’s farmers and ranchers.  Since that time these concerns have
become even more urgent and prominent in the public eye.

Today, a small handful of corporations overwhelmingly dominate the nation’s food supply. The market
control of the top four firms in food retailing, grain processing, red meat processing, poultry processing, milk
processing, and nearly every category of food manufacturing 1s at an all time high. Corporate mergers and
buyouts have concentrated the power of these firms and increased their shility to unfairly manipulate market
conditions in their favor. This unprecedented level of horizontal market consolidation effectively eliminates
free market competition to the detriment of independent family farmers and consumers.

Compounding the problem associated with horizontal consolidation is the rapid trend towaid vertical
integration. Manufacturers, processors, and packers increasingly control all stages of production and
inventory through commodity ownership and one-sided contracts. This corporate control of production
unnecessarily eliminates market transparency, creating an environment ripe for price manipulation and
discrimination. It replaces fanm-level decision making with centralized corporats planning and leaves farmers
trapped in long-term debts tied to short-term, non-negotiable production contracts. In addition, top retailers
and packers increasingly engagein relationships with dominant suppliers that exclude smaller competitors and
minimize price competition. Because both supply and demand are controlled by the same players in the
market, the basic principles of supply and demand cannot function.

The role of government should be to facilitate properly operating markets and to bring balance to the
economiic relationships among farmers /ranchers, consumers and food companies. Instead, inadequate federal
legislation and the lack of enforcement of anti-trust policies have allowed a handful of corporations to
continue to consolidate market power, manipulate prices, and create anti-competitive market structures.
Government naction has a dramatic, negative fmpact on not only farmers and ranchers, but also on rural
communities, the environment, food quality, food safety, and consumer prices. It undermines sustainable
production practices and state 4nd local laws that support family-scale, sustainable fazm and ranch operations.

Policy makers 6ften state policy goals of maintaining a diverse, farmi-and-ranch-based production sector and
providing cofisumers with a nutritious, affordable food supply. However, governmient failure to redress
industry concentration - both vertical and horizontal —is thwarting these policy goals and driving farmers’
earnings down and consumer prices up.

Phone: 845 361-5201  Fuax: 845 361-5204 Email: i inableagriculture net wwiv.sustainableagriculture net
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To address these problems, the following legislation should be enacted:

1. Prohibition on Packer-Owned Livestock: Packer-owned livestock is 2 major market power tool for meat
packers such as Tyson, Cargill, and Smithfield Foods. This practice fosters industrial livestock production and
freezes independent farmers out of the markets. Packer-owned livestock has been proven to artificially lower farm

ate prices while consumer food prices continue nising. A packer ban — prohibiting direct ownership of livestock by
major meatpackers -- addresses the problem of captive supply which packers use to manipulate markets. A packer
ban would help increase market access for America's independent producers who currently experience great
restrictions in market access due in part to packer ownership of livestock.

2. Producer Protection Act: This proposal is designed to set minimum standards for contract fairness in
agricalture. It addresses the worst abuses contained in processor-drafted boilerplate contracts. Itincludes:
(1) Clear disclosure of producer risks; (2) Prohibition.on confidentiality clauses; (3) Prohibition on binding
arbitration in contracts of adhesiosi; (4) Recapture of capital investment (so that contracts that require a
significant capital investment by the producer cannot be capriciously canceled without compensation); and
(5) A ban on unfair trade practices including "tournament” or "ranking system” payment.

3. Transparency/Minisoum Open Market Bill: In the absence of a mandatory minimum open market
volume, all producers will be forced into unfair contracts with specific packers. This bill will require meat
packers to purchase at least 25% of their daily hog and cattle needs from the open market and will limit the
ability of packers to use their owned and contracted livestock to manipulate prices down artificially.

4. Captive Supply Reform Act: This legislation will bring secret, long-term contracts between packers and
producers into the open and create a market for these contracts. The Captive Supply Reform Act would
restore competition by making packers (and livestock producers) bid against cach other to win contracts.
Curtently, forward contracts and marketing agreements are negotiated in secret, in a transaction where
packers have all the information and power, with the result that these contracts and agreements depress prices
and shut small and independent producers out of markets. The Captive Supply Reform Act would require
such contracts to be traded in open, public markets to which all buyers and sellers have access.

5. Clarification of "Undue Preferences” in the Packers & Stockyards Act: Packers commonly make
unjustified, preferential deals that provide unfair econornic advantages to large-scale agriculture production
over smaller family owned and sustainable farms. Courts have found current undue preference legal
standards vartually impossible to enforce.  Additional legslative language is needed to strengthen the law and
clanify that preferential pricing structures (those that provide different prices to different producers) are
justified only for real differences in product value or actual and quantifiable differences in acquisition and
transaction costs.

6. Closing Poultry Loophaoles in the Packers & Stockyards (P&S) Act: USDA does not have the
authority to bring enforcement actions against poultry dealers. The P&S Act oddly ormits this authority even
as USDA can enforce the law against packers and livestock dealers. We seek to clarify that USDA's authority
over poultry applies not only to broiler operations, but also to growers raising pullets or breeder hens. These
loopholes should be closed.

7. Bargaining Rights for Contract Farmers: Loopholes should be closed in the Agricultural Fair Practices
Act of 1967 (AFPA), and processors should be required to bargain in-good faith with producer organizations.
The AFPA was enacted to ensure that livestock and poultry producers could join associations and market
their products collectively without fear of retrbution by processors. These goals have not been attained due
to loopholes in that Act. Retaliation by processors is commonplace in some sectors. This legislation should
be passed to promote bargaining rights and prevent processor retaliation.

8. Mandatory Country of Origin Labeling: Country of origin labeling (COOL) was passed as a provision
of the 2002 Farm Bill. This popular measure allows consumers to determine where their food is produced
while allowing producers to showcase their products for quality and safety. It also limits the ability of global

Phone: 845:361-5201  Fax: 845 361-5204 Email: i inableagriculture.net www.sustainableagriculture.net . Page 2
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food companies to source farm products from any country while passing them off as U.S. in origin. The
meat packers and retailers have successfully stymied the effort to implement this law. Congress should
immediately implement COOL to benefit producers and consumers as intended in the law.

Our country’s farmers; ranchers, and consumers—aboth rural and urban—are asking for nothing more than a
fair market and a competitive share for family farmers of the $900 billion dollars that consumers insert into
the food and agriculture economy annually, Market reforms remain a key ingredient for rural revitalization

and meaningful consumer choice. Laws to promote fairness and healthy competition, such as those outlined
above, are key to achieving the goal of promoting an economically healthy and diverse agricultural production
sector and providing consumers with healthy, affordable food.

Sincerely,
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REVIEW OF FEDERAL FARM POLICY

TUESDAY, FEBRUARY 7, 2006

HOUSE OF REPRESENTATIVES,
COMMITTEE ON AGRICULTURE,
Auburn, AL.

The committee met, pursuant to call, at 10:00 a.m. in the Foy
Union Ballroom, Auburn University, Auburn, AL, Hon. Bob Good-
latte (chairman of the committee) presiding.

Present: Representatives Everett, Lucas, Moran, Gutknecht,
Bonner, Rogers, King, Schwarz, Peterson, Melancon, Costa,
Salazar, and Davis.

Staff present: Kevin Kramp, Pamilyn Miller, Pelham Straughn,
Alise Kowalski, Lindsey Correa, assistant clerk; Daniel R. Moll,
Tobin Ellison, Mike Dunlap, Rob Larew, and Clark Ogilvie.

OPENING STATEMENT OF HON. BOB GOODLATTE, A REP-
RESENTATIVE IN CONGRESS FROM THE COMMONWEALTH
OF VIRGINIA

The CHAIRMAN. This hearing of the Committee on Agriculture of
the U.S. House of Representatives to review Federal farm policy
will come to order.

I want to welcome everybody today. I am Bob Goodlatte, chair-
man of the committee, and it is nice to be here in Auburn, and I
want to particularly thank the Auburn University folks who have
been a wonderful host for us for this farm bill hearing.

I also want to particularly recognize three members of our com-
mittee who provide excellent representation for the State of Ala-
bama on our committee. Congressman Terry Everett to my imme-
diate left, Congressman Jo Bonner—dJo, let everybody see who you
are there—and Congressman Mike Rogers in whose district we are
very pleased to be today.

This is a great opportunity for members of the committee from
all across the country to hear from Alabama farmers and ranchers
who need to have their opportunity to let us know what they like
about the current 2002 farm bill, and as we look forward to writing
a new farm bill next year we want to have your input. I can assure
you that your three representatives on the committee will do an
outstanding job making sure that Alabama’s voice is heard in this
process, but this is an opportunity for you to talk to people from
all across the country.

We have representatives here today from Michigan, California,
Louisiana, I am from Virginia, and almost every section of the
country in between is represented here as well. I will introduce all
of them to you as we move through the hearing.

(115)
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I do not want to take too much time this morning with an open-
ing statement since we came to hear from our witnesses, and I
want to allow plenty of time for them to share their thoughts with
our members.

The purpose of this hearing is to gather feedback from the pro-
ducers as we begin the process of reviewing the 2002 farm bill
which is set to expire in September 2007. Our producers are work-
ing on the front lines, and their daily lives are directly affected by
the policies of the farm bill. As we travel throughout the Nation,
the feedback we receive from our producers will give us a good
sense of how these policies work in practice, and what improve-
ments can be made within the financial constraints we face in
Washington. Strong agricultural policy is vital to our farmers and
ranchers to ensure that American agriculture remains competitive,
and that our producers can continue to provide fellow Americans
with a safe, inexpensive, and wholesome food supply we must hear
from the front lines.

I would like to thank the Alabama delegation on the committee.
I would particularly like to thank the witnesses who will be testify-
ing today.

Today’s witnesses are themselves producers with livestock, crops,
fields, and forests to tend to, and I appreciate time they have de-
voted to preparing and delivering their testimony to us this morn-
ing. I look forward to the testimony of our witnesses.

We are on a tight schedule today, and have to return to Wash-
ington this evening. I respectfully request Members submit their
opening statements for the record with the exception of the gen-
tleman from Minnesota, Mr. Peterson, the ranking Democrat on
the committee, so that we may proceed with our first panel of wit-
nesses and allow enough time to answer all questions that the
panel may have directed to it by the members of the committee.

Now at this time it is my pleasure to recognize the gentleman
from Minnesota, the ranking member of the committee, Mr. Peter-
son.

OPENING STATEMENT OF HON. COLLIN C. PETERSON, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF MIN-
NESOTA

Mr. PETERSON. Thank you, Mr. Chairman, and thank you for get-
ting us out on the road here so we can hear from the real folks of
America.

I want to also thank Auburn University and our Alabama col-
leagues. We have a good working relationship between all the
members on this committee, but your folks here in Alabama even
though they are on the other side of the aisle are some of my best
friends, and we work together which we have to do in agriculture.
There just are not enough of us left that represent farm country
for us to be fighting with each other, and one of the things that
we need to do during this process is figure out how we an come up
with a bill that is good for all parts of the country.

I am here like all the members to listen to you about what you
think about the 2002 bill, how it has worked, and where you think
we need to go, and where we need to improve it.
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We are still in my opinion, however, trying to deal with some
issues that have not been resolved that are immediate. Some of us
have been trying to get a disaster bill for this year, not only for
the people that were affected in the Gulf region, but there are peo-
ple all over the country. I have people in my district, there are peo-
ple in the middle part of the country that had drought, and we still
need to do something here. We need to have a disaster program.
We should have done it in my opinion before we left for Christmas,
gut we are not going to give up, and we are going to try to get that

one.

I would like to see us as we do this new bill put a permanent
disaster program as part of the farm bill. I think that is one part
of the safety net that we missed in 2002, and I have introduced a
bill to that effect.

The other thing that I would like to get some sense about either
in your testimony or in questions is what you are doing in this part
of the country in terms of making agriculture products into energy.
In Minnesota we have been a leader in this area. It is probably the
most successful thing that is going on right now in Minnesota, and
I think this is a big part of the future of agriculture. I have been
looking at some ways that we can jigger the farm program so that
we can make it push this even a little bit faster than it is going,
and I would be interested to find out what is going on down in this
part of the world in terms of making ethanol, biodiesel, and some
other kind of alternative energy, because these fuel prices are eat-
ing us alive. This is one of the biggest problems we have in agri-
culture right now, not only the fuel prices, but the fertilizer, natu-
ral gas, all of these things. I have been hearing around the country
that they are doubling, tripling what the cost was a year ago, and
I assume that same thing is going on here

One of the ways I think that we can solve this is if we shift some
of our agriculture policy to try to make the energy here in this
country out of crops that we can grow here, so I would like some
input on that.

I appreciate you all being here, and look forward to your testi-
mony, and hopefully we can have a good discussion.

The CHAIRMAN. Well, I thank the gentleman. I strongly endorse
and appreciate his noting the bipartisan work of this committee. It
is not possible to write a farm bill that affects every region of this
country without strong bipartisan cooperation. That has been the
history of this committee, and I look forward to that continuing.

I also appreciate his mention of disaster relief. I know Alabama
has firsthand experience with that following Hurricane Katrina,
and we are very interested in what is happening here. I think you
have made some progress, your Governor has done an outstanding
job leading this State through an extraordinarily difficult time, and
we are glad to be here to hear from you about every aspect of farm
programs that we can work on to make sure that Alabama’s agri-
cultural future remains strong and bright.

At this time we would like to welcome our first panel. Mr. Jerry
Newby, row crop, cattle, and timber producer from Montgomery,
Alabama; Mr. Hilton Segler, pecan grower of Albany, Georgia; Mr.
Bob Yates, poultry, timber, and cattle producer of Woodland, Ala-
bama; Mr. Walter Corcoran, cotton and peanut producer of
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Eufaula, Alabama; Mr. Stanley Scarborough, blueberry grower of
Baxley, Georgia; and Mr. Bill Thomas, forest landowner of LaFay-
ette, Alabama.

Mr. Newby, we are pleased to have you. You will begin. I will re-
mind all members of the panel that your entire written statement
will be made a part of the record, and ask you to strictly limit your
remarks to 5 minutes so that we can have enough time to allow
for this and the second panel.

Mr. Newby, welcome.

STATEMENT OF JERRY A. NEWBY, ROW CROP, CATTLE, AND
TIMBER PRODUCER, MONTGOMERY, AL

Mr. NEwWBY. Good morning, Mr. Chairman, and members of the
House Agriculture Committee.

I appreciate this opportunity to testify before the committee
today. I also want to echo what you said, Mr. Chairman, about our
three members from Alabama on the committee. We are very proud
of them, and thank them for their service to Alabama and this
country.

My name is Jerry Newby, I am a partner in a diversified farming
operation. I am also president of the Alabama Farmers Federation,
a general farm organization, with 460,000 members with producer
leaders in all 67 counties.

I want to thank this committee and its leadership for holding
these hearings. It is important to the future of American agri-
culture.

We do not feel that the farm bill should be substantially changed
when it is reauthorized. We need the safety net that is in place
now so that the American farmer can continue to produce the most
affordable, dependable, and safest food in the world. Having the
ability to produce this Nation’s food is a matter of national secu-
rity, and we only have to look at our situation with energy to see
what happens when we depend on others.

Net incomes have fallen from $82.5 billion in 2003 to $71.5 in
2005, while total crop cash revenue and Government payments
have risen from $128 billion to $138.6 billion. With farm net in-
come down due to increased input and lower prices, farmers are
getting more of their income from the farm program, proving that
without safety net on the farm bill our agriculture economy could
collapse. Every year we are told that the budget cuts require re-
opening of the farm bill. This causes a great hardship for farmers
and their lenders. We understand about budgeting, and have al-
ways been willing to accept our fair cuts, but we think that agri-
culture has paid more than its fair share in these budget cuts. We
just ask that cuts in the Federal budget be done across the board
equally. The farm bill has cost less than what was originally pro-
jected by the CPO. Agriculture should get credit for these savings.

I am aware that the World Trade Organization, WTO, negotia-
tions are currently underway and have an April deadline for com-
pletion. If negotiations are not completed as scheduled, the 2002
farm bill should be extended as it is until they are. If the farm bill
is written before negotiations conclude, we will get no credits or
concessions in later negotiations for any cuts. Agriculture would be
the big loser again. I am pleased that the Agriculture Committee
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has been in constant contact with our trade negotiators, and I hope
you will continue to stress the importance of having our domestic
farm programs classified as nontrade-distorting.

Updated bases, which were part of the 2002 farm bill should con-
tinue to be allowed. We are seeking profitability of taking advan-
tage of flexibility in the current farm bill, and production has shift-
ed in many growing areas. For example, peanut production has
now expanded to southwest Alabama. Growers and peanut shellers
have new infrastructure in place and bases should be updated to
reflect those shifts.

Growers are very happy with the new Peanut Program, and it
should be continued. There should be no further payment limita-
tion decreases. Southern crops like cotton and peanuts demand
higher input costs from our farmers. Therefore, there is more risk
than from most commodities grown in other parts of the country.
Any further payment cuts would make these crops unprofitable,
causing producers to shift to other commodities, therefore increas-
ing Government cost because of increased production in those
crops.

The Farmers Federation supports the intent of the Conservation
Reserve Program, but there is concern over the continued expan-
sion of the program which has resulted in a decrease in productive
farmland. This has led to difficulties in obtaining productive land,
particularly among our young farmers. The CRP should not act as
a disincentive.

In regard to crop insurance we would like to see more pilot reve-
nue assurance plans such as AGR, adjusted gross revenue, and
AGR light. Policies such as AGR light embodies the whole farm
concept and allow farmers and ranchers to cover their entire farm-
ing operation, regardless of what they grow. This along with the
MPCI is attractive to lenders because they know how much reve-
nue the farmer is guaranteed. Since it is based on a 5-year income
average from Federal income tax forms there is less chance of
fraud, which is very important to the crops.

If planting restrictions are removed for fruits and vegetables,
these producers should be compensated just as other commodities.
As you know, the recent WTO decision held that certain payments
to farmers cannot be classified as nontrade-distorting because of
the farm bill prohibition that prevents planting of fruits and vege-
tables on program land. This policy has acted as a kind of safety
net for those growers who do not receive traditional subsidies. A 1
percent increase in fruit and vegetable planting would mean a 4
percent decrease in prices for those. So any removal of this prohibi-
tion would require support for fruits and vegetables.

We support rural development initiatives, especially those that
support bioenergy. President Bush’s State of the Union message
stressed the use of animal and plant waste as an alternative fuel
source, and I feel the use of renewable fuels as an alternative fuel
source represents a win-win for the farmer and the environment.
Wood and poultry litter could be used to deliver energy if there was
adequate research to make this technology cost efficient.

The Tree Assistance Program, TAP, should include trees, shrubs,
and vines that are themselves the crops just like crop-producing
trees now covered under natural disaster.
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We strongly support the Seniors and Farmers Market Nutrition
Program. This program should be continued and expanded to allow
honey producers to participate. This would further the goal of in-
creasing participation of small or limited-resource farmers. The
2002 farm bill has not been perfect, but it has served the American
farmer well during difficult times. For agriculture to continue to be
a strong economic force in the United States solving the number
one problem of profitability must continue to be the focus of the Ag-
riculture Committee. The increases in energy, chemicals, fertilizers,
and other production costs along with the uncertain future of the
safety net and the ongoing WTO negotiations make future pros-
pects for production agriculture seem very bleak. While the 2002
farm bill has in many cases enabled producers to continue to farm,
it is clear that many farmers continue to struggle with an uncer-
tain future.

I humbly request that you not lose your focus on the number one
concern of all farmers, profitability.

[The prepared statement of Mr. Newby appears at the conclusion
of the hearing.]

The CHAIRMAN. Thank you, Mr. Newby.

Mr. NEWBY. Thank you, sir.

The CHAIRMAN. Before we recognize Mr. Segler, let me take note
as the gentleman from Louisiana has helpfully pointed out, we
have a great many producers here from Georgia since we are lo-
cated to close to the Georgia border, and wanted to reach out to
folks on the other side of the State line. We have some witnesses
who will be participating, including Mr. Segler, but also a number
of folks in the audience, and we are obviously very interested in
what is going on in Georgia as well. So, Mr. Segler, welcome.

STATEMENT OF HILTON R. SEGLER, PECAN GROWER, ALBANY,
GA

Mr. SEGLER. Thank you, Mr. Chairman, and the other members
of this committee.

I am going to share with you today a little history about pecans
and what this crop should mean to the people of the United States.
Pecans grow in 20 States. Most of our improved varieties are grown
along the Gulf Coast from Texas to South Carolina. Georgia has
the most production followed by Texas. Pecans are the only major
crop that is native to the United States. All other major crops were
imported to America from other countries. Before the 16th century
no European had ever seen a pecan nut.

George Washington was fond of pecans, and in 1774 he planted
several young trees at Mount Vernon. Thomas Jefferson started
growing pecans in Monticello in 1779. It took about four centuries
for pecans to become an important crop in the United States. Most
edible tree nuts are essentially a one-state crop. Pecans, on the
other hand, is a multiple-state crop stretching across the country
from the Southeast to the Southwest throughout some 20 States.

Pecans are one of our national treasures. Over 40 percent of both
houses of Congress regardless of party affiliation have pecans grow-
ing in their State, and I wanted today for you to understand the
importance of pecans to our Nation.
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I chaired the committee that began in 1980 to get Congress to
pass a bill that would enable RMA to provide Federal crop insur-
ance to our pecan growers. Only in 2005 was a national program
approved, 25 years after we started.

There are some small changes, but important provisions that
need to be made to the current policy to bring it in line with other
crops. In the event of a crop failure, insurance coverage cannot be
adjusted down more than 10 percent of the individual’s farm APH
yield average. This is referred to by RMA as a 10 percent cut.
Long-range weather forecasters predict that the Gulf Coast region
weather pattern will continue for the next 15 to 20 years. If this
is true, our crop insurance will be worthless in a few years without
this cut.

RMA has a restriction that penalizes growers from thinning their
trees more than 12% percent. This is completely contrary to all
recommendations by the Extension Service and the USDA. We
have provided data from all over the Southeast from pecan special-
ists, and RMA simply refuses to accept this data and make these
significant changes.

We have no provision in the policy to cover loss of trees. It is our
contention that a simple rider could be attached to our present pol-
icy that would provide coverage for tree loss in the event of a disas-
ter. The Tree Assistance Program, the criteria that growers must
have a minimum of a 15 percent tree loss limits the amount of
grower participation, and basically makes it ineffective for most all
Georgia growers. We feel that this was not the intent of Congress,
and that the 15 percent should be removed.

We need annual Federal funding for our Byron Fruit and Nut
Lab in Byron, Georgia. It is the only USDA research station that
provides research on pecans nationwide. In addition to this re-
search funding, we need a one-time expenditure of $3 million to re-
pair and upgrade the buildings and needed replacement of equip-
ment. Most States have either stopped or drastically cut their
spending research on pecans, and the Byron Station is basically all
that we have left to sustain continued research for our pecan grow-
ers.

We feel that the $80,000 limitation on disaster should be re-
moved from pecans. When I see items like $10 million in the 2002
farm bill for Orange County, New York for farmers that suffered
loss on onions, another $94 million for apple producers with a
statement that says the secretary shall not establish payment limi-
tations, I wonder why our pecan growers do not deserve the same
consideration when they have lost thousands of dollars due to a na-
tional disaster.

The 2002 farm bill provides time limit on country of origin label-
ing crops such as pecans, and at this point in time no action has
been taken to enforce this provision. We feel that labeling so that
the consumer should have the opportunity to select the pecan nuts
that they want to use for their family consumption is most impor-
tant.

It was a pleasure for me to appear before you today, and I hope
that the Members of Congress will be sensitive to the needs of our
pecan growers, and I say again that we are farmers of our national
treasure, pecans.
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Thank you.

[The prepared statement of Mr. Segler appears at the conclusion
of the hearing.]

The CHAIRMAN. Thank you, Mr. Segler. As a pecan lover with
you, I appreciate your remarks and your pronunciation.

Mr. Yates, welcome.

STATEMENT OF BOB YATES, POULTRY, TIMBER, AND CATTLE
PRODUCER, WOODLAND, AL

Mr. YATES. I would like to express my appreciation for the oppor-
tunity to come before you folks and to see that you are listening.

One thing I have always been impressed about our own Con-
gressman, Congressman Rogers, is that when he comes to the farm
and he asks questions he does listen for an answer. We thank you
for that.

When I looked over the information requested by Chairman
Goodlatte’s office I reasoned that you were looking for what we
might call professional testimony rather than from our Poultry and
Egg Association or our Farmers Federation. However, Whitney of
Congressman Rogers’ office assured me that you would rather hear
from actual producers rather than our PR people. I did consult
other growers, Johnny Adams of Poultry and Egg, and Guy Hall of
the Farmers Federation, Wayne Lorder of Goldkist which is my
poultry contractor, and concluded that the following issues should
be addressed on the Federal level.

Number one, disease prevention and/or control. We must have
adequate staff to alert watchful and responsible authorities, and
they must be ready and well equipped to act or react on a mo-
ment’s notice so that outbreaks can be prevented hopefully, and if
not prevented, that they can be contained with a minimum of dam-
age.

Our second issue is environmental. All decisions on the environ-
mental level should be based on sound, solid, scientific fact. Please
do not allow competing interests to dictate environmental regula-
tions so as to further their own selfish agendas. Case in point. Most
of our land needs more chicken litter, not less, to be fertile and en-
vironmentally friendly.

Our third point, field supplies. We just put in a flock of chickens,
baby chicks, Saturday and yesterday, and if the weather continues
as it is projected for the next week we will not make a dime off
of this flock of chickens. We may even wind up owing the gas com-
pany. Energy costs have become extremely critical to us.

Energy cost and unreliable supplies are major concerns for our
entire Nation, not just the poultry industry. It is appropriate that
the Federal Government take the lead in researching and develop-
ing economical alternatives to petroleum products. For instance, in
the poultry business a chicken house seems to be an ideal place to
capture sunlight and store it for energy, or using chicken litter to
make methane gas, things like that. We need the research to get
that done, and the mechanics of doing it that make it economical.

Our fourth point is fair trade. Now, there is always a need to
keep the other guy fair and honest, and in a global economy this
applies to other countries as well. We want fair trade, not just free
trade.
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Now, is public money invested in these matters good policy. We
certainly think so. Helping these items will assist tens of thou-
sands of poultry growers equally all over the country, not just here
in Alabama. Also, a healthy poultry industry assures the grain
growers of the Midwest that their major market is secure.

Here in Alabama there are 34 people employed in servicing, proc-
essing, and marketing each poultry farmer’s production, and this
has been a major help for us in the northeast Alabama and west
Georgia area to find jobs for the people whose jobs were moved to
China, so to speak. Our textile industry has left us.

Now, one last request as a citizen with eight grandchildren.
Please let us not allow this country to become dependent on foreign
entities for our food as we did for oil, and as we are doing for our
clothing. I was asked after I prepared my testimony to bring to our
attention our Alabama Farm Analysis Program which is important
to us farmers. My banker tells me that we have the best set of
records prepared by Farm Analysis of anybody that he deals with.
The program is important to us, and you have a copy of this for
your record.

Thank you.

[The prepared statement of Mr. Yates appears at the conclusion
of the hearing.]

The CHAIRMAN. Thank you, Mr. Yates.

Mr. Corcoran, welcome.

STATEMENT OF WALTER L. CORCORAN, JR., COTTON AND
PEANUT PRODUCER, EUFAULA, AL

Mr. CorcORAN. I would like to thank each of you for being here
this morning and for conducting this hearing here in Auburn, and
to give me the opportunity to give my thoughts on behalf of the
élabama Farmers Federation and the cotton producers of our

tate.

As you all know, we are approaching the end of the 2002 farm
bill, and we believe it has served us well. Because of this, it is es-
sential that the current law be allowed to operate without modifica-
tions through its scheduled expiration at the end of the 2007 crop.
This will allow producers to continue to make responsible operating
decisions for all aspects of their business.

In today’s agribusiness atmosphere there are very few cer-
tainties. We as producer of agricultural commodities can control
very few things, a fact that was really driven home last fall as Hur-
ricanes Katrina and Rita slammed into the Gulf Coast. Not only
did this destroy the actual crops in the affected area, but it sent
shockwaves through the economy as fuel prices skyrocketed in our
most critical harvest season.

Input prices such as fuel, fertilizer, technology, and seed, com-
modity prices and weather are all for the most part out of the pro-
ducer’s control. That is why we need a stable and consistent farm
policy. It provides the essential foundation upon which we build
long-term plans. We have such a policy in the 2002 farm bill, and
I believe that this 2002 farm law should serve as the foundation
for the next program.

There are many different interrelated concepts in the 2002 law
that work together to accomplish its goals. One such concept is the
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direct and countercyclical program. These two payments work to-
gether to provide an effective means of income support, especially
in times of low prices. They do this without distorting planning de-
cisions.

Another concept is the marketing loan program. It is critical that
all production remain eligible for this program. This will assure
farmers are able to make quarterly production and marketing deci-
sions, and that the U.S. commodities are competitive in inter-
national markets.

Planning flexibility is also an important concept in the current
law, and it should be maintained. This principle allows farmers to
make decisions based on economic principles and market conditions
instead of Government regulations.

I farm in a family partnership. We raise about 4,500 acres of row
crops, mostly cotton and peanuts, so payment limitations are very
important to me. A significant majority of farmers oppose all forms
of payment limits, and I ask you to at the very least maintain the
current limits and eligibility requirements.

In recent years conservation programs have been and will con-
tinue to be important components of the farm bill. They should not
be considered a substitute for the safety net for commodities, but
should operate on a voluntary, cost-share basis, and therefore com-
plement commodity programs.

I know we do not live or operate in a vacuum, and that future
budget authority and the provisions of the DOHA WTO negotia-
tions, if completed, will ultimately shape our next farm bill. That
is why it is critical that Congress protect the current base baseline
for all aspects of the farm bill. Without adequate budget authority,
the safety net provided by the 2002 law cannot be maintained in
the next farm bill.

As for the DOHA WTO negotiations, we in the cotton industry
are very concerned with the direction the negotiations are taking.
Cotton should not be singled out, not under any circumstances, but
the negotiations should be conducted as a single undertaking for all
programs regarding levels of domestic support.

We also believe no reductions in domestic support should be
agreed upon unless accompanied by meaningful increases in mar-
ket access for all WTO countries. Market access has become in-
creasingly important in recent months, and our success as farmers
hinges greatly on free and fair trade.

In closing I emphasize that the continuation of the current law
would serve agriculture well. The current law provides planning
flexibility to growers and effective safety nets, and it does so with-
out having impact on planning or price decisions.

Thank you again for allowing me the opportunity to make these
comments.

[The prepared statement of Mr. Corcoran appears at the conclu-
sion of the hearing.]

The CHAIRMAN. Thank you.

Mr. Scarborough, I note you are another representative of the
great State of Georgia, and we are welcome to have your testimony
as well.
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STATEMENT OF STANLEY SCARBOROUGH, BLUEBERRY
GROWER, BAXLEY, GA

Mr. SCARBOROUGH. Good morning, Chairman Goodlatte and
members of the committee.

My name is Stanley Scarborough, I am a blueberry grower from
Baxley, Georgia. I am here today representing over 200 producer
members of the Georgia Fruit and Vegetable Growers Association.

The fruit and vegetable industry is growing at a rapid pace in
the State of Georgia. We are adding jobs and dollars to rural econo-
mies throughout the State, but this group is not limited to our
State. Specialty crop producers produce approximately 50 percent
of the farm gate value of total plant and agricultural production in
the United States. Our 2006 Southeast Regional Fruit and Vegeta-
ble Conference saw record growth at this past months’ program in
Savannah, Georgia with over 1,650 producers and suppliers in at-
tendance.

Despite the impact of the U.S. economy, specialty crop growers
receive a very small percentage of Federal resources aimed at pro-
moting and sustaining efficient agricultural production. We hope
the committee will take a hard look at a balanced farm bill that
includes an increased emphasis on specialty crop production.

This morning I would like to focus my remarks on several key
areas of the farm bill that we hope the committee will consider dur-
ing your deliberations in the coming months. Fruit and vegetable
grower organizations have been meeting to discuss common inter-
ests for the farm bill, and we hope to share with you the fruits of
those meetings soon.

Restrictions on planting flexibility. We support this long-standing
provision as a fundamental matter of equity among farmers. As
long as some farmers receive direct payments from the Govern-
ment, they should not be allowed to plant crops on that land sub-
sidized that compete with unsubsidized farmers.

Unique attributes of specialty crop producers. Due to the nature
of high-value specialty crop production many current farm bill pro-
grams and disaster programs are of limited benefit to specialty pro-
ducers due to Government payment caps.

Limits on adjusted gross income, limit on all farm income even
if integral to farm managing operations. We support a thorough re-
view of all farm programs to ensure that specialty crop producers
have access to benefits comparable to other farmers rather than be
excluded or limited simply due to higher cost of production.

State block grants. We support an expansion of the State block
grants for specialty crops program originally authorized in the Spe-
cialty Crop Competitives Act of 2004, and funded through appro-
priations in the fiscal year 2006 Agriculture appropriations bill.
Due to the wide diversity and localized needs of specialty crop pro-
duction, State departments of agriculture are uniquely able to as-
sist local growers with the specific investments they need to in-
crease competitiveness. This was certainly the case in 2002 when
State departments of agriculture received block grants as a part of
disaster appropriation.

In Georgia these funds helped increase consumer awareness and
consumption of locally-grown fruits and vegetables through the
Georgia-Grown campaign. The block grant funds were matched
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with other organization funds, including the Georgia Fruit and
Vegetable Growers Association to fund and support specialty crop
products such as food safety training and farm audit, agri-tourism
program, roadside market production, and on-the-farm buyer tours.

We support new research for specialty crops through both the
National Research Initiative Programs and CSREES and ARS.

Nutrition programs. We support a strong new focus within the
2007 farm bill on increasing the access and availability of fruits
and vegetables especially to children. We support expansion of the
school fruit and vegetable snack program, increased commodity
purchases, higher allocations to the Department of Defense Fresh
Program for Schools, development of a new nutrition promotion
program to assist producers in enhancing their markets, and a gen-
eral requirement that USDA feeding programs and commodity pur-
chasing comply with the 2005 dietary guidelines.

Crop insurance. Many fruits and vegetables are not covered by
a crop insurance program. Georgia fruit and vegetable growers
would like to see an increase in pilot projects and studies to deter-
mine the feasibility of minor crop coverage.

I want to thank the committee for giving our organization an op-
portunity to testify today. We sincerely hope the next farm bill will
address issues of concern to specialty crop producers and reflect the
value of their production to the U.S. economy as well as the dietary
needs of all Americans.

Thank you.

[The prepared statement of Mr. Scarborough appears at the con-
clusion of the hearing.]

The CHAIRMAN. Mr. Thomas, welcome.

STATEMENT OF BILL THOMAS, FOREST LANDOWNER,
LAFAYETTE, AL

Mr. THOMAS. Mr. Chairman, committee members, ladies and gen-
tlemen, I am honored to be here today to speak on behalf of Ala-
bama’s forest landowners regarding USDA programs and activities.

First let me address the topic of energy independence. In Ala-
bama we have a vast untapped source of renewable energy. The
technology curve exists to convert forest residue, material we are
currently leaving in woods after harvesting, to steam and then to
energy. More affordable technology is needed to convert woody bio-
mass to liquid fuels. Congress has a unique opportunity to develop
and fund programs that encourage wise stewardship of our State
forests, promote economic development in rural Alabama counties,
and take a step toward reducing our Nation’s dependence on for-
eign oil.

I ask the committee to consider tax incentives to producers to
convert biomass to usable fuels. We also need continued funding for
research and development that advances conversion technologies,
especially those technologies that would convert woody biomass to
liquid fuels.

I ask this committee to continue existing programs aimed at pro-
viding both technical assistance as well as cost-share funds to par-
tially offset the investments required. I recommend enhancing and
expanding programs like EQIP. This investment would provide a
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significant payback by providing clean water, clean air, and forest
products for all Alabamians.

Another concern that I want to bring to your attention today con-
cerns invasive species. Invasive species are having a significant im-
pact on forest and farm operations throughout the South. Some ex-
amples of these species include privet, cogon grass, Japanese climb-
ing fern, and kudzu. To understand the potential impact of these
invasive species all one has to do is to drive up U.S. Highway 431
from Opelika to my land in Chambers County in early summer and
look at all the old fields wrapped up in kudzu. In fact, a close look
often reveals an old home or a barn that has been completely swal-
lowed up by this bothersome vine. They tell me that under ideal
conditions kudzu can grow up to a foot per day, and unfortunately
our most productive lands may provide these conditions.

I cannot pass up this opportunity to strongly urge your continued
support to eliminate the death tax. Many landowners like myself
have poured their lives into managing their land. For us our land
is not an asset, it is part of who we are, it is part of our heritage,
and at our death it is a huge part of the legacy that we leave. All
too often this legacy has to be carved up and sold off in order to
pay the estate tax. I cannot understand how this accomplishes any
legitimate goal of society. In fact, the death tax has very negative
environmental impacts. In some cases families may be forced to
harvest timber without regard to ecological conditions. Further, if
the timber harvest does not generate enough funds to pay the tax,
the family may be forced to sell all or part of the land. In these
cases the estate tax often has the practical effect of converting fam-
ily farms to developments, forest to asphalt and concrete.

It has been my honor to speak with you today and to share some
of my thoughts and ideas. I hope I have provided you with a sense
of some of the things that are important to landowners in rural
Alabama, and I know that each of you are working to ensure that
our Nation’s private landowners can continue to provide our society
with clean water, clean air, as well as the forest products we have
come to depend on.

[The prepared statement of Mr. Thomas appears at the conclu-
sion of the hearing.]

The CHAIRMAN. Mr. Thomas, thank you very much.

We will now begin our round of questions. I would like to ask all
the members of the panel if they could help us with this problem
that we are going to confront.

When the 2002 farm bill was written we had a large budget sur-
plus which allowed Congress to write the bill that we currently are
operating under. As we approach the 2007 farm bill we are facing
large budget deficits. This situation could cause Congress to have
to make very difficult spending decisions, and I wonder how the
witnesses would prioritize the programs of our current farm bill
generally, and the commodity title specifically, and with regard to
the commodity title obviously three major areas there—direct pay-
ments, marketing loans, and countercyclical payments.

What do you like best, and what do you think we could cut back
on? Who wants to volunteer for that one?

Mr. NEwBY. I will, Congressman.

The CHAIRMAN. Mr. Newby.
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Mr. Newby. We like all three of them. All three of them are dif-
ferent, and we would love to keep all of them, but marketing loans
is the most important one for us. It helps us—it is the most impor-
tant of the whole program.

The CHAIRMAN. Any priorities amongst all of the other farm pro-
grams, things that you like, and things you think we could cut back
on?

Mr. NEWBY. I really did not mean for you to cut back on those
others. You just asked me which one I liked the best. [Laughter.]

No, sir. I would love to see us continue to support agriculture in
this country so that we will not have to depend on other people
growing our food and fiber.

The CHAIRMAN. We hear you, and we are sure you will help us
when we go to the Budget Committee and others in the Congress
to get as much money as we can to make sure American agri-
culture remains competitive.

Mr. NEWBY. We will help you all we can.

The CHAIRMAN. Stay in touch with us about your ideas about
what programs are working, and which ones are not working as
well just for that very reason. We do not know what our budget sit-
uation is going to look like.

Mr. NEwWBY. We understand that, and as in my testimony we feel
like it should be across-the-board cuts in all programs, all Federal
programs, not just the farm program, and we hope that you as a
committee will be able to sustain our farm program for us.

The CHAIRMAN. Other members of the panel?

Mr. SCARBOROUGH. I would like to put particular emphasis on
the nutrition programs. We like the dietary guidelines of 5 to 13
servings that was put out in 2005.

I particularly liked the fresh fruit and vegetable snack programs
that was piloted in schools, but only 225 schools in eight States and
three Indian tribal organizations were available to participate in
that. That meant that only 225 schools out of approximately
100,000 schools in the U.S. have had that snack program, and it
has been particularly effective in those schools where it has.

If I could ask for one thing from this committee, it would be that
they take a hard look at nutritional programs and that they would
endorse that.

The CHAIRMAN. Mr. Scarborough, I appreciate those comments,
and you raise another question which I will throw back to you, and
that is there will be demands to increase spending in some areas
of the farm bill. For example, fruit and vegetable producers may
ask for a share of commodity title spending, and others may ask
for significant increases in rural development or conservation. How
would you respond to those who want to share in the spending
made available knowing that to expand some programs you might
have to reduce others?

Obviously that is a question for those who are here representing
some of the commodity programs that are already receiving signifi-
cant funding, but you are on the other side of that coin. What
would you say?

Mr. SCARBOROUGH. I have a somewhat biased view. I am a fruit
and vegetable producer, and as such we have never participated in



129

at lot of subsidy payments or other program money. We do enjoy
the ability to play on a level field and a fair field.

I would say that the committee has to take a hard look at the
programs that are returning the most money and the most benefits
not only to our producers of all crops in the U.S., but to our con-
sumers as well.

The CHAIRMAN. Thank you. Other members of the panel? Mr.
Segler.

Mr. SEGLER. Mr. Chairman, we have never participated as well;
we are one of those nonprogram crops. We have felt for many years
that the field has not been leveled with us from crop insurance to
conservation.

Under 1238(a) of the 2002 farm bill we feel like that through nu-
trition, wildlife habitats, soil conservation, the whole works, if
pecan growers would qualify to plant legumes in their groves it
would be a tremendous energy saving, a tremendous cost savings.
I have attached some documentation to that. But unless that is
spelled out the FSA would never permit us to do that. I think it
would be a strong program. There again, all we have asked for
would be just a level playing field that we can participate.

The CHAIRMAN. Anybody on the other side of that want to re-
spond? I do not want to pit Alabama against Georgia, but the two
Georgians have spoken.

I guess not.

Well, we want you all to stay in touch with us about those issues
because we are going to make some tough decisions, and we do
want to be fair to everybody, but we also recognize the importance
of these programs to the folks who operate under them today.

At this point it is my pleasure to recognize the gentleman from
Minnesota, Mr. Peterson.

Mr. PETERSON. Thank you, Mr. Chairman.

Mr. Yates, I want to invite you to come to Minnesota. We are
going to open our plant in March called the Fiber Amend which is
going to burn all the turkey manure that we make in Minnesota.
We are the No. 1 turkey producing district in the country. It will
make enough energy to run the ethanol plant, the entire town, and
maybe sell some besides. So we welcome you up to take a look at
what we are up to, and we are actually now getting complaints be-
cause we are burning up all the manure and the farmers are com-
plaining that they do not have cheap manure to put on the fields.
But there are some interesting side things going on in this energy
area, and we invite you to come up and take a look at that.

Mr. YATES. This is something that a decision will have to be
made. If you burn it, then you do not have it for the fertilizer.
Ideally if we could use it some way or other and get the energy out
of it, and still save the nitrogen for the fields that would be what
we would like. But it is good to see you are doing something there
and making some effort.

Mr. PETERSON. You ought to take a look at what we are doing.
They are head of their time.

Mr. Thomas, we have been doing a lot of research. We produce
a lot of ethanol and biodiesel. We have mandates in Minnesota on
ethanol and biodiesel, and we think all the other States ought to
follow our lead. Some of them are looking at it.
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We are now doing a lot of research on biomass to syngas, which
I think is what you are talking about, and we are looking at con-
verting some of our ethanol facilities turning biomass into syngas
and get rid of natural gas in those plants and so forth, which looks
like it is going to work economically.

The question is, we had a thing in Minnesota where we put a
program in to grow hybrid poplars, and they were going to burn
them, and they got the farmers all ginned up, and they planted
these things, but they never got the plant done. I am a little bit
concerned with some of this stuff that goes on where we get the
farmers producing, kind of get the cart before the horse.

We think that this syngas works if it is in a closed system and
you do not have to transport it or figure out how to get it some
other place. Have you looked at what you are talking about? Have
you looked at that whole issue of if you do put a plant up to use
this biomass out of the forests that you are not using to get it into
the marketplace? I think we could do the front end if it, and I am
not sure about getting into the marketplace in an economical fash-
ion. Have you done any work on that?

Mr. THOMAS. No, sir, not a lot, but I do know that the Alabama
Loggers Association wants to meet with Congressman Rogers in
trying to promote this product that we can use into that.

I know that it is an expensive process, but it can pay off and
make our goal of energy independence, and that is what we need.
We should have started a long time ago.

Mr. PETERSON. Well, our research shows that at the price of oil
today it economically works. You can replace natural gas and pay
for the capital investment and really do not even need any Govern-
ment help, provided you have got a place to use it, and I think that
is the biggest issue is figuring out how to get the thing structured
so that you have got a market for it, because there is going to be
resistance bringing it into the commercial marketplace like there
has been with ethanol and biodiesel and some of these other alter-
native energies.

Mr. THOMAS. Biomass is a renewable resource, and right now I
think Alabama Power Company is using it in their coal steam
plants where they burn coal and they are adding a percent of bio-
mass, but they probably could add more if they had an incentive
to burn more.

Mr. PETERSON. Before my time runs out, are there any ethanol
plants in Alabama? I think there is one, is there not, or being con-
sidered or something?

Mr. NEWBY. There are no ethanol plants in Alabama. There is a
biodiesel plant that is starting up, and looking at another one. We
are a deficit grain State, and there are talks of ethanol plants
using different materials. Nothing has been done.

Mr. PETERSON. Are you looking at this research that is being
done on cellulosic ethanol?

Mr. NEWBY. Yes, sir. There is some work on that being done, but
there is a great interest right now about producing ethanol in the
State, and looking at all of the products that we have here, all of
our natural resources, all of the things that we grow on our farms
as maybe being something that we could use, but we are not near
down that road like you are in Minnesota.
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Mr PETERSON. Well, we welcome you there when you get there.

Thank you, Mr. Chairman

The CHAIRMAN. I thank the gentleman, and it is now my pleas-
ure to recognize the gentleman from Alabama, Mr. Everett.

Mr. EVERETT. Thank you very much, Mr. Chairman.

Mr. Segler, in my part of the country—I am from L.A., that is
lower Alabama—and I know out in Oklahoma it is pronounced
“pecan,” and my chairman says up in Virginia “pecan”. I did not
know Albany migrated that far north. [Laughter.]

On the other hand, I heard Paula Deen the other day say pecan,
so I do not know. It may end up being pecan.

I have to take the opportunity to point out that while Alabama
is not a major producer of pecans, that this university, Auburn
University, has done an outstanding job in the research of pecans,
just as I know the University of Georgia has.

I have about 35 trees myself, and I will tell you what, the prob-
lem is many of them are across the road, and we cannot keep peo-
ple from stopping and getting some pecans.

Mr. Corcoran, one of our former colleagues, J.C. Watts, was also
from Eufaula, but that was Eufaula, Oklahoma, not Eufaula, Ala-
bama. But I wanted to ask you a couple questions. You mentioned
that we need to maintain the current payment limits and the eligi-
bility requirements in the next farm bill. Can you explain to us
why that is important, and the effect it would have if we lowered
those payment limits and the eligibility, what effect would that
have on your farming operation?

Mr. CORCORAN. I have given this a lot of thought in the last 2
or 3 days. What would happen is the payment limits went down,
and you heard a lot of people say we will plant another crop that
does not cost us near as much to raise. Well, we could do that, but
we would have a hard time meeting our payment, our obligations,
our financial obligations that we have made and planned on having
this farm bill in place.

Also, we change our planning operations, we swap the cotton for
soybeans which costs us less to grow, I have got my gin to consider.
If we cut our production by just 20 percent our gin is not going to
have cotton to operate profitably, and then if the gin goes the ware-
house goes, and then our farm supply store there.

In our whole area we have contracted to such a size so every-
thing is right on the verge of not existing any more. Like Jerry said
a minute ago, we are on the verge of an agricultural collapse in our
area if something major happens like payment limits are down. We
depend on that, as much as I hate to say, for our profit.

We have become as efficient as I think we can be, but we still
depend on the Government’s help to make a profit and to produce
the food and fiber which the people here depend on.

I do not know a good answer of what would happen. I know my
farm would have to contract in size, and it would probably wreck
the agricultural commodity in my particular community because
we are such a limited production that area. I hope that kind of an-
swers your question.

Mr. EVERETT. Mr. Corcoran, could you briefly give us an idea of
all the input costs that have increased over the past year, fuel, fer-
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tilizer, and the whole nine yards? How much difference has it made
to your bottom line, or your profitability?

Mr. CORCORAN. Well, those are the main two inputs that have
really skyrocketed in the last 2 years would be fuel and fertilizer.
Fertilizer, thankful for the chicken people I do not use any com-
mercial fertilizer any more; we use chicken litter. And now the
price of it is increasing, which we have been getting it a lot cheaper
than it was worth, I agree to that.

The bottom line, I would say we have at least a 50 percent in-
crease in our input cost at least over the last 2 or 3 years. And in-
come has remained stable, or has increased some because of in-
creased yields. We have had three pretty good yielding years, but
if we come up with another drought year or another dry year like
we had in the late 1990’s and early 2000 I hate to see what it
would do to us. It will put us into the black, we will not produce.

Mr. EVERETT. The red light is on, and in respect of my colleagues
I am going to give you a question for you to respond to for the
record, and you can do that at a later time.

Mr. CORCORAN. OK.

Mr. EVERETT. Thank you, Mr. Chairman.

The CHAIRMAN. I thank you gentlemen.

We are now pleased to recognize the gentleman from Louisiana,
Mr. Melancon, who knows something about hurricane damage as
well, and who we are delighted to have on the committee.

Mr. MELANCON. I have only got one or two questions, and no one
in particular.

The administration’s 2007 farm bill cuts came out yesterday.
Have any of you all had an opportunity to look at them?

Mr. CORCORAN. I have not.

Mr. NEWBY. I know basically it is the same thing they came out
with last year. Is that correct, $250,000 limitation, one entity limi-
tation, and some other things like that. I just barely caught a little
bit of it.

Mr. MELANCON. And I guess this is just asking you in a different
mode, where does that put the farmers?

Mr. NEWBY. It would greatly hinder our operations being able to
be profitable. We have a lot of different things that are going on
on our farm, and we talk about entities. There are nine entities,
there are nine partners in our farming operation, and it is a family
operation. It started with my father and my brother and me, we
have a sister that is in it, and we have two children each that are
in the operation, with the possibility of having another son that
will come back and go in the operation. And it is a family farm,
and that is really what it is.

If you go to the $250,000 limit, total limit, we will not be able
to continue to operate our cotton part of our farm as we have in
the past. We are in the gin business, we own cotton pickers and
module haulers that do not do anything but handle cotton; they are
worth nothing for anything else. With our combines we can cut
wheat, beans, and corn, and use it in a lot of different ways. But
it would completely change the face of our operations.

Mr. MELANCON. I understand.

Mr. NEWBY. I would suspect that my young children would go to
work somewhere.
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Mr. MELANCON. And that brings me to my second question about
young farmers being able to get into agriculture. I know in the
sugar industry in Louisiana there is no incentive for young kids to
come in. The program is not being administered well, the price has
been suppressed, the storm damage that has come, the fuel prices,
the fertilizer prices, everything is working against them, and we
are approaching right now the average age in the mid-fifties I be-
lieve is the number for farmers.

We need to be energy independent, we should be food independ-
ent, or food and fiber independent, so is there anybody that has
any thoughts on how we provide, or is it the continual cuts just will
not give any incentive for anybody to stay in agriculture? I am sure
that is one that somebody will want to take a baseball bat and hit
it if they could.

Mr. NEWBY. Well, profitability is the key of a person my age
staying in agriculture and of getting young people to come into ag-
riculture. My family and I have been blessed, farming has been
good to us, but times is changing. The margin gets smaller and
smaller, the cost of everything we buy is going up, our input costs
are just multiplying. We have got new technology charges, we have
got higher seed cost, we pay more for one bag of cotton seed now
than we used to spend on a whole crop when we were just starting
out.

The technology has helped us, we have had three good crops in
a row. The first time we have done that in 40 years. But it is still
not enough profit left there to justify the investment and the risk
that we are putting into it.

I have always been a very optimistic man, I have always told
young farmers that if you want to farm you can farm if you do not
mind working hard and doing without, and just start building. if
you buy 40 acres of land a year, or every other year for 20 years
you have got 400 acres of land, and most folks would consider you
to be a big landowner then. But it just gets harder and harder if
you are not a member of a family that has an operation to go into
farming. We are going to need some farmers, we are going to need
to produce the food and the fiber that this country needs forever.

Mr. MELANCON. Or we will not be an independent. If we are rely-
ing on other countries for our food and fiber we are in real trouble.

Thank you, Mr. Chairman. I yield back my time.

The CHAIRMAN. I thank the gentlemen.

It is now my pleasure to recognize the gentleman from Okla-
homa, Mr. Frank Lucas. Frank is the chairman of our Subcommit-
tee Ol? Conservation, Credit, Research, and Rural Development.
Frank.

Mr. Lucas. Thank you, Mr. Chairman, and having the privilege
of chairing that subcommittee when we did the last farm bill sev-
eral really important topics I think relevant to us today were cov-
ered in the jurisdiction Mr. Newby mentioned, and I would like to
follow up on that now, the discussion about CRP and its effect on
the availability of land for potential young farmers or for expansion
of present agriculture.

At this table obviously we have some substantial wisdom and ex-
perience, and some of you I suspect remember the soil bank pro-
gram of the 1950’s which our predecessors in essence I suspect did
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away with in the 1960’s because they realized it was depopulating
rural America, and that meant less country congressmen and
women, a very touchy subject for those of us who have those dis-
tricts to this day.

But for 20 years now under the CRP program in an effort to pro-
tect the environment and also to impact supply—let us be honest
about that—CRP has become a very popular program with the
hook and bullet crowd, and our environmentally sensitive friends,
and all those sort of issues.

Mr. Newby, you or whoever else on the panel who would care to,
offer some insights to the committee about what CRP has done to
rule agriculture in these two States, or whoever else on the panel
would care to, and your view about where we should go. We are
at the 36-million-acre level approximately in land enrolled now,
and there are always calls from the environmental sportsmens
group to expand that number at a cost of course both in dollars to
the treasury and impact on rural America, but your observations
or the rest of the panel’s observations on CRP in general.

Mr. NEWBY. Well, as I mentioned in the testimony while ago, the
concept is a great concept. When the CRP was created it was cre-
ated to take out environmentally-sensitive land, to stop erosion,
nonproductive soil, and I think that what has happened is it is con-
tinuing to expand being pushed by people that are sportsmen and
people that are environmentalists, and we have gone to the point
now that we have taken out a lot of productive land, and the rea-
son the productive land has come out is because of the payments.
And I am not saying the payments are too high, I am just saying
that the payments are higher than a lot of farmers can afford to
pay in rent, and so they are not renting the land because they are
not able to afford the cost that the person has with the CRP, and
the CRP for several years, and so they have got a guaranteed in-
come there.

I think it has worked well when it was created. I think there are
still parts of it that are working real well today. I just do not think
that the acreage should be increased any more.

Mr. CORCORAN. If I could add just a personal note to that, I have
got a chairman of my young farmers committee there in Barbour
County, and he is dying to farm. I mean he is about 25 years old,
he just got out of college, and he is just dying to farm. He would
work almost for nothing. But he cannot find any land. He wants
to get some cows. His family has a little small patch, but it is not
enough to support him, or even half-way support him. He was look-
ing at a pasture to rent, and he come to find out it had been signed
up in the CRP unplanted, so it is a serious problem for us in that
area, especially for the young farmers.

I mean I am in a big family farm, and we are blessed to have
the land to operate, but for a young farmer to get started who does
not have connections with a family farm I think we have enough
CRP land.

Mr. Lucas. Let me ask you to think about this, and input in the
future would be fine just the same as now. There are several ways
to address this. Mr. Newby touched on the topic of the rental rates,
are they too high or inappropriate.
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There is another provision of the bill that limits the amount of
land in any county that can be in CRP to approximately 25 percent
of the tillable property. I have counties in the western two-thirds
of my congressional district that have been maxed out since 1987.
Is that 25 percent number too high? Should it be 20 percent of a
county for a maximum? Maybe you do not have any counties in
Georgia and Alabama that cross that tread.

There are some other folks in my coffee shops back home who
say there should be a limit on how many times you can roll stuff
over. Is 20 years enough? Should 30 years be enough? Just things
that I would like you to think about.

And one last thought. Having been a farmer and up and down
the trails a lot I always like to remind my friends that one of the
biggest challenges to young farmers is at land sales, it is the old
farmers who can write a check, whereas the young farmer has to
spend months trying to come up with a way to finance. So in some
ways, guys, we are our own enemies on that topic sometimes.

Thank you, Mr. Chairman.

The CHAIRMAN. I thank the gentleman.

It is now my pleasure to recognize the gentleman from Califor-
nia, Mr. Costa. The gentleman represents a State that probably
produces almost all of the 650 different commercially-viable agri-
cultural products we produce in America, and so he certainly can
appreciate the diversity of this panel. Welcome.

Mr. CosTA. Thank you very much, Mr. Chairman, for once again
holding this hearing today, and these hearings around the country
as we set the table for the 2007 farm bill. I notice you and I both
made sure we wore the appropriate tie for this morning’s hearing.
It is obviously our pleasure to be in one of America’s prestigious
universities that has a rich history and tradition.

As T listen to the testimony from our witnesses and I hear about
your family involvement it reminds me of my own situation. I too
represent a third-generation farm family in California, and as we
look toward the testimony and the challenges that we have been
hearing as we debate and discuss what will encompass the farm
bill in 2007 I am reminded that what we really need to be looking
at, and your testimony I think certainly made it clear, is what the
future of American agriculture is in the next 20, 25 years. I think
obviously it is difficult to predict that far off into the future, but
the fact is that we can just see the changes that have occurred in
my own generation, and my father’s generation, and his father’s
generation in U.S. agriculture, we used to grow cotton. Five years
ago we stopped. We have the ability to pursue other diversity
there, and were fortunate in that fashion.

But Mr. Corcoran and Mr. Newby, I would like to get your
thoughts given the situation we have had with the WTO in the cot-
ton program, and what you think the future of cotton is going to
be in this region—we have seen a decrease in production of cotton
in California—and what we ought to be doing as we look at this
bill, this new bill as it juxtaposes our negations within the World
Trade Organization. Mr. Corcoran as a cotton producer.

Mr. CORCORAN. As far as I would like to echo what Jerry said
about I do not think the bill should be finished until we find out
what rules we are going to be playing under.
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We do not need to give away anything until we figure out what
the WTO is saying we are going to have to do. I am afraid we
might come away from that negotiations on the bad end of it.

Mr. Lucas. I share that concern. I think many of us share that
concern.

Mr. CORCORAN. Is it going to change our operation or the cotton
in this area? I feel now with the new varieties we have got, an the
boll weevil eradication we can compete with the rest of our country
and produce cotton as cheaply as anybody. I believe we can prob-
ably compete with anybody in the world except the ones where the
labor rates are so cheap.

Mr. Lucas. Mr. Newby.

Mr. NEWBY. Well, I do honestly hope that you all in the adminis-
tration and whoever is involved in the WTO will make sure that
we do not give away the store before anybody else gives up any-
thing. I think that is very, very important that when we give up
anything that we now have in our farm bill that it is replaced by
some kind of opening of trade in those countries, other countries
that we are making the WTO deal with.

I also think it is very important that we make sure that our
WTO, that our plans are ruled nontrade-distorting, our new pro-
gram have to be ruled as nontrade-distorting before we get through
with our farm bill, because we see what has happened with Brazil
has come after the cotton market, we have done away with Step
2, we have done away with our export program where we were fi-
nancing exports. There are other things that they are looking at
that they say we thought were not in the amber box, but were in
the green box that were not distorting the trade.

Mr. Lucas. We have to make sure we are in the right boxes.

b Mr. NEWBY. Yes, sir. We want to make sure we are in the right
0X.

Mr. Lucas. Thank you very much. I yield the balance of my time,
Mr. Chairman.

The CHAIRMAN. I thank the gentleman.

Another of our subcommittee chairmen is Congressman dJerry
Moran from Kansas who chairs the General Farm Commodities
Subcommittee. Jerry.

Mr. MORAN. Mr. Chairman, thank you very much for bringing
the committee to this part of the country. I am delighted to be back
in Alabama. I was here I think in 2001 when we had a hearing
here in Auburn, Alabama on the 2002 farm bill, and I appreciate
the testimony of the witnesses this morning.

I also appreciate the relationship I have with Mr. Everett, Mr.
Bonner, and Mr. Rogers in regard to Alabama. Your agriculture is
different than what I am familiar with in Kansas. We are a wheat,
corn, and soybean State, although primarily I suppose we are a
livestock State. I have learned a lot from them as well as Keith
Gray and the Alabama farmers, and I appreciate that relationship.

In addition to chairing the General Farm Commodities Sub-
committee—that subcommittee has jurisdiction over crop insur-
ance, and I hate to mention this, but many of you mentioned that
in your testimony, and particularly when it comes to specialty
crops we really have struggled to get a crop insurance program
that works well, there is just so much diversity in agriculture.
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I tried to conduct when I first became the subcommittee chair-
man a hearing on crop insurance as it affects specialty crops. Well,
there is no specialty crop; there are hundreds, if not thousands, of
specialty crops. And I would just offer to you the farm bill is not
necessarily the time in which we address crop insurance issues, but
I would offer to you that if any of you would like my card or have
a conversation we would be glad to make ourselves available as we
try to make crop insurance work for all sections of the country, and
work for all commodity groups.

In regard to specialty crops, I have spent time listening to spe-
cialty crop growers who want something different in the farm bill.
They want the opportunity to participate in a much broader way,
a greater extent in the rewards, although I would also add in some
of the detriments that come with being a farm bill participant such
as program crops.

And I have two questions, those that relate to specialty crops I
guess in particular. I want to make certain that with the exception
of bringing specialty crops into the farm bill that your testimony
today would be that you would like to see a farm bill in 2007 that
is very similar to the farm bill that we have in place today, the
2002 bill. So if that is a different conclusion—again I recognize spe-
cialty crops would like to see some broader participation on their
part in the 2007 farm bill than they have in the 2002 farm bill,
but other than that would the consensus be that we would like to
have a farm bill close to what we have today?

PANEL MEMBERS. Yes.

Mr. MORAN. Let the record show that everyone who spoke said
yes, and no one said no, and I think all heads were nodding.

In regard to specialty crops, what is it that your specific request
would be, most of the time it is not that you want to be a program
crop, or receive a direct program payment, but want additional re-
sources related to research for example. What are the things that
would satisfy the specialty crop producers and allow us to give you
a greater opportunity to have a return on your investment, earn a
profit, and compete in the world?

Mr. SEGLER. Congressman, I would like to address that if you do
not mind.

Mr. MORAN. Please, sir.

Mr. SEGLER. One of the biggest problems that we have with the
RMA is that they tend to turn a deaf ear toward research and rec-
ommendations that will improve our situation.

Just like thinning of the trees, they have got a rule—when Con-
gress passed the sense of Congress to expand crop insurance it also
mentioned the State of Georgia, and that is the reason we are here
today, or it would have never been there.

But when it gets to the RMA they have their own set of rules,
and they seem to interpret the sense of Congress a little different
than the way we do. They have got a provision in there that if you
thin your trees more than 12%2 percent they penalize you 20 per-
cent of the value for a period of 2 years before they reinstate it.
Up until last year it was for 3 years, and all the recommendations
from all the States, by all the specialists, both from USDA and the
College of Agriculture says that you have to have and maintain at
least 50 percent sunlight or production will go down. And we have
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given them data after data after data from the specialists, and they
simply just turn a deaf ear. They say no, if you cut trees down you
are going to lose production. You increase production when you do
the things right and thin properly. Overcrowded trees grow like
telephone poles and do not produce fruit. Those are the kind of
issues that we have problems with.

Another problem we have is this 10 percent cut. In 1994 we had
a terrific freeze in the State of Georgia, wiped out the peach indus-
try. RMA passed a rule that they would initiate for a 1-year period
a 10 percent cut on their APH average, so that the value of their
insurance would not drop because of this total wipeout disaster.
And the following year they made it a part of their overall policy.

For the last 2 years during the 2004 and 2005 storms our Geor-
gia growers, southeastern growers, Alabama, Mississippi, and Lou-
isiana, crops got wiped out on pecans. It is a 2-year policy, and
they average it in. If you have got zero production in a few years
our insurance will be worthless.

All we are asking is a level playing field. If they can do it for
peaches, peanuts, cotton, why not pecans? I mean why not. So the
rules change a little bit from what is written in the farm bill, so
we just need a greater understanding when research and data is
submitted. That is our biggest one.

Mr. MoORAN. Thank you, Mr. Segler.

The light is flashing, so I am in trouble. I have committed a faux
paus, though. I also should mention that we are the fastest- grow-
ing cotton State in the country, and I would not like to be remiss
for my farmers back home, and also relate to you in the South.

Thank you, Mr. Chairman.

The CHAIRMAN. I do not know if Alabama farmers regard it as
a faux pas that Kansas is the fastest-growing cotton State or not.

Mr. CORCORAN. We are glad to have them.

Mr. MORAN. A good point, although they certainly come calling
when they like certain issues in Washington. I am now a cotton
guy.

The CHAIRMAN. The chair is now pleased to recognize the gen-
tleman from Colorado. Congressman John Salazar represents the
western part of that State. Congressman.

Mr. SALAZAR. Thank you, Mr. Chairman.

I am very pleased to be here today, and thank you for the warm
welcome we have received here in Alabama.

I have spoke with many of you out in the audience, and I think
many of you know that I am a potato producer out in Colorado, and
I was very interested in Mr. Corcoran’s remarks on how much his
energy costs have gone up. I was just calculating mine, and I typi-
cally use around $50,000 in fuel on my farming operation. This last
year it was $88,000, so that calculates to a 76 percent increase. So
we are pretty much all in the same ball park.

I guess my question today is a two-part question. I would like to
address the issue of energy, and I would like to address the issue
of labor.

First of all, being that our energy costs and our fertilizer costs
are so high, how would you feel about making sure that there is
a renewable energy provision within the energy bill? Whoever
would like to address that I would appreciate that. Mr. Corcoran.
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Mr. CORCORAN. I think it would be a good idea to have a provi-
sion. I do not know exactly what your specifics would be, but re-
newable energy is where we are going to have to go. We cannot
continue to be dependent; we need to become self-sufficient with
energy.

Mr. SALAZAR. I think that if we might be able to create some
kind of incentive program that would maybe move some of the
acreage that we currently have producing food in this country to-
wards energy development, of course the current price structure
might correct itself to where farmers could actually make a little
extra money. As you know, the law of supply and demand works
very much sometimes in a negative way against agriculture pro-
ducers, but I think that many of us on this panel and in the Agri-
culture Committee are very interested in some kind of renewable
energy provision to create those incentive programs for renewables.

Mr. NEWBY I think it is a must if this Nation is going to prosper
in the future like it has in the past if we do get our own depend-
able energy supply, and renewable is a big part of that, and I hope
that you and the committee and the others that are working on the
energy bill will give that a lot of thought and we will see what you
can find out that would make that possible. We are in a very vola-
tile world, and if we did not depend on other people’s energy it
would not be near as volatile as it is today.

Mr. SALAZAR. Thank you.

One other question I would like to ask is I did not hear any one
of you address the labor issue, the issue of immigrant labor work-
force. I do not know how dependent you are in this community.
Would any of you care to refer to that?

Mr. SCARBOROUGH. Yes. The entire agricultural community is
being impacted by this issue. It does not extend just to the harvest
and packing of fresh fruits and vegetables, it goes into our poultry
industry, into the cotton gin industry, et cetera.

I know that there are bills that are being proposed or are in the
process of being submitted, and I guess that what I would like to
do is to implore this committee to make sure that we are left with
a viable alternative on our workforce.

The possibility of some of the different plans that are out there
of let us gather any illegal workers up and send them somewhere
else, and get them back after a while, that is kind of like throwing
the baby out with the bath water. It just does not work very good.

We have got to have a reasonable alternative of how we transi-
tion from where we are today to where we are going to wind up.
I think it is the will of the American public that we have to tighten
up our border security. I think it is their intention that we are
going to have to be able to come in and show that we have got a
documented policy that works and that we are willing to stay with-
in the constraints of that policy.

And from my standpoint, from the Georgia Fruit and Vegetable
Growers Association, keep me on a level playing field where I can
continue to produce. We are willing to take whatever routes are
reasonable to get us there.

Mr. SALAZAR. Thank you. Mr. Yates.
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Mr. YATES. On our farm we have Mexican citizens, some that
stay here year-round, some that go back and forth, and inasmuch
as they go back and forth all along I assume they are legal.

Now, we are old Southern, and when they have been around
working on our farm a while they sort of become family, and those
that go back for a period of time with their family in Mexico we
give them enough money, buy them a ticket back, and my wife
makes them promise that they will come back, and so on.

But the emphasis is on legal. Now, they are good workers, they
do not give us a bit of trouble, but we would like a policy where
we know and we can feel comfortable that these people are here
legally, and there is nothing wrong with what we are doing.

Some say that we can be legally liable if we hire someone who
is not legal. Well, how do we know? If they show us a green card
and we turn in the Social Security money and the withholding tax
on them and it is accepted, that is all that we can do.

But our emphasis is we do need the labor, we like them, but we
want them legal, and we think that the Congress and the President
should do whatever is necessary on the border to make sure that
they are legal when they come here.

Mr. SALAZAR. Thank you, Mr. Chairman.

The CHAIRMAN. Thank you. We are very fortunate to have three
of our five subcommittee chairs here with us today, and the third
is Congressman Gil Gutknecht from Minnesota who chairs the De-
partment Operations and Oversight Subcommittee, which also has
jurisdiction over nutrition programs, dairy, and forestry. So there
is a bit of diversity on his committee as well. Gil.

Mr. GUTKNECHT. Thank you, Mr. Chairman. And I want to thank
all of you, this has been excellent testimony, and I want to thank
the people here at Auburn.

One person that has not been acknowledged yet is a former
member of this committee. In fact, he sat right next to me on the
committee, and now he has I understand another job here in the
State of Alabama. His name is Bob Riley, and he was a very valu-
able member of this committee, and a very good friend of mine, and
I think a friend of agriculture, and it is probably a faux pas on our
part, Mr. Chairman, we should have made it a special point to in-
vite him to come down and join us at this meeting.

My colleague from Kansas raised the issue, and I am going to
have a similar meeting to this—not as large or as formal—on Mon-
day in Owatanna, Minnesota with some of my producers. I have al-
ready had one listening session. This will be the second one that
I am going to have in my district in southern Minnesota just to lis-
ten to farmers in terms of what they would like to see us do with
the next farm bill.

My sense is not only from the first meeting, but from the meet-
ing yesterday and today the question was asked if people had the
choice they would just like to stay with a farm bill that looks an
awful lot like the one we have now, and I think that is generally—
If you were to poll the members of this committee and the sub-
committee chairmen I think that would be the consensus on our
side of the table as well.

But let me just throw out a couple of things that are coming at
us that are going to be part of this whole debate. One of course is
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the budget. When the last farm bill passed I was a member of both
the Agriculture Committee and the Budget Committee, and we
really were extremely fortunate that the farm bill was drafted at
that particular point in time.

But let me just remind everybody here that when we passed the
last farm bill not only did we have over a $200 billion surplus in
the Federal treasury, the Congressional Budget Office had told us
that for the next 10 years if you looked forward their projection
was we would have an accumulated surplus of over $2%2 trillion.

They were wrong, and now we are in a different environment,
and some people blame the tax cuts which really do represent a
change of about 20 percent in the overall environment. In fact, part
of the reason we gave the tax cuts at that time was because we
believed that if you left the money in Washington we would spend
it, and we know who can spend the money smarter. We think that
individuals, farmers, businesspeople ultimately will invest and
spend that money smarter than we will do it on their behalf.

But nonetheless, the economy has changed, the revenue projec-
tions have changed, and now instead of looking at a $2% trillion
surplus over the next 10 years we are looking at sort of the other
side of that ledger, and we are looking at significant deficits. And
so I think that is going to put an awful lot of pressure on the Budg-
et Committee and on us as we begin to develop the next farm bill.

The other thing that has been mentioned is the issue of trade,
and we are going to get more and more pressure from our trading
partners and trading competitors around the world in terms of the
kind of farm programs that we have, and so the chairman is going
to probably get a lot of gray hair over the next year and a half or
2 years trying to wrestle with all these competing pressures.

But let me give you the good news, and it has already been men-
tioned by my colleague from Minnesota. The incoming chairman or
president of the National Corn Growers is from my district, his
name is Gerald Tumbleson. I give him credit for this basic view be-
cause I think it is absolutely true.

What Gerald Tumbleson says, and I quote him, is that there are
really only two things the world needs more of. One is energy, and
the other is protein. And I think that is tremendously good news
for American farmers, because as my colleague from Minnesota in-
dicated right now with oil at over $60 a barrel it cost just north
of about §1.55 to produce a gallon of unleaded gasoline. We are
producing ethanol in my district today for 95 cents a gallon.

Now, it is true that you do not get quite as many BTU’s out of
a gallon of ethanol as you do unleaded gasoline. But the bottom
line is today at today’s prices ethanol is cheaper on a BTU basis
than gasoline. That is great news.

And I think there is a tremendous opportunity whether you are
in south Alabama, or in North Carolina, or Minnesota, to really
make energy a big, big component of agriculture’s future.

And I am sorry, I have already used up more of my time, and
I will yield it back, Mr. Chairman.

The CHAIRMAN. Thank you.

We are now pleased to welcome someone from the neighborhood.
Congressman Lincoln Davis is from east Tennessee. In fact, your
district stretches across into middle Tennessee as well, so I am
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sure you touch on the Alabama border, and we are delighted to
have you with us as well.

Mr. DAvis. Mr. Chairman, thank you very much. It is good to be
here. I drove down last night, and we had some rain that we had
hoped for in August and September and October in the northern
part of Tennessee where I live. I do represent an area that is just
north of the Alabama line from Lawrenceburg over to Winchester
near Chattanooga.

I am a beef cattle farmer, and at one time, Mr. Yates, we grew
broilers when I was in high school we used a wheelbarrow to feed
in the troughs, and sometimes shoveling them out, so I understand
farming, and I have a degree in agriculture.

I look in the faces of many in the crowd, and I see the weathered
faces from the sun, and the wind, and the elements where you
spend most of your time in your occupations. I shook hands with
a gentleman earlier today, and as our grips met I felt a part of one
of his fingers missing, and I looked at him and said “Did you lose
that in a farm accident?”, and he said “Yes, a combine.”

The heart and soul of the country is in this room today. Our con-
science is better in America because farm families that you rep-
resent, and those of you who are in this room, have made our coun-
try the greatness that it is, and it is my hope that we do not forget
in Washington what you have provided us and what you continue
to provide us. The hope I think for America certainly is in this
room. I applaud you for what you have meant and what you con-
tinue to mean for our Nation.

I have a couple of questions, and I will try to be brief. That is
difficult for those of us who serve in Congress, but I will try to be
as brief as possible.

I listened to Mr. Yates as you talked about the poultry industry,
and I hear so much about organic-grown farm products. We use the
organic fertilizer from our broiler houses to kind of clean up an old
cherty hill-sided red gullied farm land that now is in pretty good
production.

I wonder what kind of problems you are having today, especially
from EPA when it comes to clean air and the clean water regula-
tions that we have. We are having some difficulty with our poultry
industry in northern Tennessee. Are you finding here in Alabama
that being a detriment to your ability to be able to continue in
poultry production?

Mr. YATES. In our particular area I have not heard of any dif-
ficulty. We on our farm work well with the local conservation peo-
ple. We did sign up with a plan with them, and the agreement as
I remember it stated that as long as we do according to the plan
anybody that has a complaint goes to the conservation people with
their complaint, which works well.

But there are things that handicap us a little bit. We have to be
very watchful of people spreading chicken litter, like you are not
supposed to spread within so many feet of a stream, and we have
to remind drivers every day, and several times a day if the wind
is blowing toward somebody’s house just do not do that field today,
we can do it another day, and things like that.

And we do go so far as to ask sometimes, or tell people ahead
“Is it all right for us to spread chicken litter on that field adjacent
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to your house on Wednesday, tomorrow?” And we have never had
any difficulties with those people that we could not work around.
So we are fortunate in our particular area not to have any real
problem.

But we see problems coming. Now, somebody could come in out
of north Atlanta and buy an acreage across the line from my chick-
en house, and they are tickled to death to be out in the country,
out among the farms, and then after they have been here a while
that old chicken house gets to stinking. Well, as we see it it is their
fault, the chicken house was there first.

The CHAIRMAN. Grandfathered.

Mr. YATES. If they do not like it, they should not have built
there. So we do need protection from that standpoint.

Now, if we go build a chicken house next to them, then it is our
fault, but the thing that we worry about, and the thing that Farm-
ers Federation is concerned with is somebody coming in after and
surrounding our operation, and then complaining about what we
are doing.

But right now in Randolph County, Alabama we are just real for-
tunate in that respect.

Mr. Davis. Thank you. Mr. Scarborough, I have a wife who
teaches, and son-in-law and a daughter that does, and one of the
things they say is that obesity is becoming one of the major prob-
lems in our country today, and certainly among our school children,
and I agree with you that I think we need to set more policies
through the nutrition program to where fruits and vegetables will
be made available more so than the pogie bait, the candies and the
sweets and the sodas that seem to be all that is disbursed.

My time is running out. I meant to ask you the question whether
you support that. Obviously you would, but
Mr. SCARBOROUGH. Obviously I would.

Mr. DAvis. Thank you all for being here and for the testimony
that you have given.

The CHAIRMAN. It is now my pleasure to recognize another mem-
ber of the Alabama delegation from south Alabama representing
the Mobile area, and lots of agriculture areas to the north, Con-
gressman Jo Bonner.

Mr. BONNER. Thank you, Mr. Chairman, and I too want to echo
the thanks on behalf of Terry and Mike, and really the entire State
of Alabama is grateful that this committee is here and that this
hearing is being held.

You know, it takes a lot for a University of Alabama graduate
to come to Auburn University. [Laughter.]

But Auburn University is not only a leading university in re-
search on agriculture, veterinarian medicine, on forestry and tim-
ber and so many other important parts of what makes our country
great, but they are also very proud, and with good reason, to have
put more men and women in space as astronauts than any other
university, so it is good to be in Auburn for this important hearing.

I have got three quick questions I would like to try to get to the
panel. Mr. Newby, first of all, every State in America has an advo-
cate that represents their special interest, and the special interest
that we are representing today, the agriculture industry through-
out the State of Alabama, could not have a better advocate than
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ALPA does both in the legislature as well as when you come to
Washington to Congress to ask us to help not on behalf of an en-
tity, but on behalf of thousands of farm families, so thank you for
what you do.

If we could live in a utopia, which we obviously do not, but you
had a blank piece of paper where you could write the 2007 farm
bill, recognizing that you have all advocated for keeping many of
the components of the 2002 farm bill, but thinking specifically
about what we do in the aftermath of a natural disaster such as
a hurricane, how could we do a better job of making certain that
crops and products that are not necessarily in the current farm bill
be included, because as we all know whether it is a pecan tree that
is down, or whether it is a pine tree that is down, or cotton crops
that have been destroyed, or peanut crops that have been de-
stroyed, clearly we are going to continue to face natural disasters.
Should this farm bill be a vehicle to include progressive thinking
about the next natural disaster as well in your view?

Mr. NEWBY. Yes, sir, I am afraid it does need to include that, es-
pecially with the weather pattern that we have today, but also be-
cause of the need for better crop insurance coverage it needs to in-
clude all crops.

A farmer that is raising for the green industry is a farmer just
like I am, he is hurt by natural disasters just like I am, he is usu-
ally better prepared for droughts, but nobody is prepared for a hur-
ricane if they are in the agriculture business, and they should all
be included in it.

I do not know, did you ask me how that you could include them
in it? I do not know that, Congressman. I wish I did. With the
budget constraints and all of the trade negotiations that are going
on you all have a tremendous job to do.

There should be a way that we could have every farmer could
buy—and this is not part of the farm bill—some kind of crop insur-
ance that would cover every crop.

Mr. BONNER. Let us move to your left and my right, Mr. Segler.
You did an outstanding job of giving us an American history lesson
on pecans, but one thing that I think would be useful for our
friends who are from other parts of the country that may not know,
and that is how long—Ilet us say as in Baldwin County and in Mo-
bile County where we lost a lot of pecan trees during Hurricane
Ivan and Hurricane Katrina, once those trees are down how long
will it take for a pecan grower to turn that downed tree back into
a profitable crop?

Mr. SEGLER. Congressman, it is going to take about 10 to 12
years from planting to turning it back into starting to—you are be-
ginning to get a return on your investment. It would probably take
15 years for you to start making a profit on that.

Many of our trees that you see that are the big, mature trees
were planted during 1901 and 1910. This is when we were trying
to get people from the northern States to come down and buy land
down here, and retire on 5 acres, and what happened during the
1920’s we had deficiency called rosetting, a zinc deficiency, and
they abandoned the crop, but we were trying to get some of that
Florida money on citrus, and that is why a lot of our trees were
planted.
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Mr. BONNER. Mr. Chairman, I see my time has run out.

Two quick points. When Mr. Gutknecht was talking that his
former colleague sitting next to him from Alabama ended up being
Governor, I leaned over to my colleague, Mike Rogers, and asked
him what he thought that meant for me. He said just keep your
seat, you are not going anywhere. [Laughter.]

And I think we would be remiss if we did not welcome the com-
missioner of agriculture from Alabama, Commissioner Ron Sparks,
who is also in attendance today.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Mr. Bonner, and we do hope to give
Mr. Sparks the opportunity to say a few words if he is still here
later on in the program.

At this time it is my pleasure to recognize the other representa-
tive for the State of Alabama on our committee who is hosting us
here today in his district, Congressman Mike Rogers.

Mr. ROGERS. Thank you, Mr. Chairman. I want to thank the
chairman and the ranking member for holding this hearing here in
the Third Congressional District of Alabama, my home district in
Auburn. And by the way, thank you for your tie. We are even. We
appreciate that.

I am very appreciative of all the panelists taking the time to be
with us. Two of the people on this panel, and then one on our next
panel are members of my Agriculture Advisory Committee. As they
know, and many people here know from Alabama, I am a recover-
ing attorney, and I need all the help I can get on agricultural pol-
icy, and from all 13 of my counties I have very successful producers
who have agreed to participate on a regular basis in coming to-
gether and informing me and my staff as to what their concerns
and issues are with regard to agriculture, and they are just diligent
in their attendance and participation. Everybody is busy, and the
fact that you make time to do this just says a lot about your char-
acter and your emphasis on the importance of this subject matter.
So I appreciate you being here and being a part of this.

One thing that stood out to me—you have all made some very
impressive comments, but one thing that stood out to me was your
reference to the problem in getting young people into the industry.

We know it is a struggling industry as it is, but the more I
thought about that comment the more I reflected on the people who
participate in farming in my congressional district, and you are
right, there are not many young folks in the industry.

What specifically would you suggest that we could do from a pub-
lic policy standpoint, and a budgetary standpoint, that would
scratch that itch? And I would throw that out to any one of you.

Mr. YATES. Mike, when I started out 30 years ago the Farmers
Home Administration was a great help. We had a man down there
that not only had the money to loan, but he was a good advisor,
and they were a big help to me. Now there is not that help in the
same sense that it was at that time.

Mr. ROGERS. What is available for a young person? I know you
have got a son, a son-in-law and your daughter that are helping
in your business, but for somebody who is not kin to a family farm-
er what is available to them, and is it working?
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Mr. YATES. Well, I would have to say I honestly do not know. I
do not know of anybody that is able to take advantage of whatever
there is there. And the office, incidentally, has been moved plumb
out of the county. In fact I do not know where it is now—Anniston,
I guess is where you would have to go for that kind of help, if any
is available. But Mr. Lumpkin, the FHA advisor of that date, like
I say, he had the money and he had good advice to help me get
started.

Another thing that was pointed out to me in some late informa-
tion that I got, and I have not been able to look into it, but the
tax consequences of an older farmer when he decides to ease out,
and if he would like to bring a young person in who maybe is not
a family member, there is something there apparently in the tax
policy that handicaps him in doing what he would like to do, like
has he got to pay capital gains tax on the whole farm when he tries
to get this other young fellow started, things like that. Mr. Newby
I guess knows more about that than I do.

But if it were not for children, my son and daughter on the place
we would be in the same situation. Now, as far a getting them
started, they started out on a good name, and they can deal with
the bank, and they have a good history, but not everybody is that
fortunate.

Mr. NEwWBY. He is talking about a program that would let a farm-
er sell his property to a young person, or a young farmer, and not
have to pay all the capital gains taxes. That is one program.

Another program that you would not think would be that big of
a program in most of Alabama, but we are seeing it all over the
State of Alabama, is we have a lot of growth areas, and these
growth areas the farmers’ land has just gotten so valuable, and
these folks have moved in around him, and he is selling out, and
he is trying to buy more farmland, and the 1031 like exchange law
you just have a real small window to identify what you are going
to swap for, and then to buy that land. What that does is that
causes the price of land to go up everywhere, and if you could ex-
pand that time out farmers would have more time to look and not
artificially run the price of land up. That actually happens.

Mr. ROGERS. Thank you. I see my time is up. Thank all of you
for your participation.

The CHAIRMAN. I am now pleased to recognize the gentleman
férom Towa, Mr. Steve King who represents the western side of that

tate.

Mr. KiNG. Thank you, Mr. Chairman, and I also want to thank
the witnesses here, and I want to thank the hospitality here at Au-
burn. This is my first stop down here, and you get off the bus and
you are some place where they are glad to see you.

Mr. Newby, I appreciate your testimony in particular, and I want
to preface my question to you with a statement that I recognize the
operation that you described as a family farm, and where I come
from that pretty much describes a family farm too, so I see it from
that perspective.

But I wanted to ask you a specific question, and that is if we
have a payment limitation, single-entity payment limitation as it
proposed by the President and defined maybe fairly tightly, I would
suspect you might have an alternative other than to give up on
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raising some cotton. Do you have the kind of operation where you
could split that and maybe end up with two or three different enti-
ties and start all afresh, or is that not a consideration and, if not,
why not?

Mr. NEWBY. Well, actually if the cotton prices get where it is not
profitable we will have to go into other crops. We would probably
go into cattle and timber, and we already raise wheat, corn, and
beans on our farm operation, and we are already in the cattle busi-
ness.

One of the things that—I am sorry, your question was divide up
the entities?

Mr. KING. Yes.

Mr. NEWBY. The limits in the cotton business when you have the
marketing loan, the countercyclical payments, and loans in all of
the different parts of the cotton and other program things, the
$250,000 would not carry you through many acres of land, and
what you would end up doing you would be working a very small
acreage of cotton is what you are dealing with.

Mr. KING. But you are at least functioning under this entity limit
that we have now?

Mr. NEWBY. Yes, sir.

Mr. KING. And you are operating as a single entity?

Mr. NEWBY. No, sir. We have nine entities.

Mr. KiNG. OK. That was the part that I misunderstood about
your testimony.

Mr. NEWBY. We have nine people, we have nine entities.

Mr. KING. Then I do understand your response to that, and I
thank you for that.

Also, Mr. Yates, I had the opportunity to thumb through this
document, and it is quite interesting. It brings back the memories
of 2002. At least it was not any better here than it was where I
come from for that year, but the years since then as has been testi-
fied have been pretty decent.

I would ask you, though, could you give me some sense of the
trend of land prices and cash rent for say the last 3 to 5 years,
what they have done?

Mr. YATES. In our area, Randolph County, Alabama, land prices
have just gone out of sight. We have begun saying if you do not
want to sell just do not price. When I came back to the family farm
and needed to expand in 1970 I could have bought land for $75 an
acre, which of course was cheap compared to the rest of the country
at the time.

Right now there is a piece of land that we have actually been of-
fered adjacent to us that we are going to have to pay $3,300 or
$3,500 an acre to get it. The pressure of course is coming from the
Atlanta area and other areas. It is coming from the Birmingham
area, people coming in that look like they can pay any kind of an
amount of money they want to for a piece of land that they want.

Mr. KING. That is the urban pressure. Do you have some exam-
ples, does anyone on the panel have examples of land sales that are
producer to producer where you are not having urban pressure on
the value of that land?

Mr. YATES. There is no such thing in our area.

Mr. KiNG. That is something I need to know.
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Mr. YATES. There is none.

Mr. KiNG. Thank you, Mr. Yates.

Mr. Corcoran, with regard to your balance of acres between cot-
ton and peanuts, have you trended more towards cotton, or away
from cotton in the last few years?

Mr. CORCORAN. Just a little away from cotton. We have started
planting just a few more peanuts. We have a strict rotation on our
farm, and we stick with it for the most part, so our acreage does
not change a whole lot, but we have planted a few more peanuts,
and that was really because we bought some extra harvesting
equipment and we had the extra capacity to produce it.

Mr. KiNG. I thank you.

And I also wanted to thank Mr. Scarborough for his comment.
I thought you made a very good extemporaneous concise statement
with regard to labor and immigrant labor, and it is a very deep and
complicated subject we have to deal with in this Congress, and of
course the rule of law you referenced that not specifically, but it
is part of the theme that you answered, and we need to find a solu-
tion for this.

I wanted to ask, though, this question. Do you have a sense of
say across-the-board producers, are more of them paying these
wages on the books or off the books? Do you have some producers
that are paying wages to people who are maybe not legal that are
just simply not writing off the expense?

Mr. SCARBOROUGH. I think it is very few people who are paying
off the books. One of the issues that we have is some of the current
paperwork that you get, and Mr. Yates referred to that, is that you
do not know whether it is legal or not. You turn it in, you subse-
quently find out it is not a correct Social Security number.

I think the American farmer wants to be compliant with the law.
I do not think we are rebellious by nature. It think we just need
options to take care of that. I think we are doing an accurate job
of reporting what is out there.

Mr. KING. Thank you. And thank you, Mr. Chairman, I yield
back.

The CHAIRMAN. I think the gentleman.

Finally we are pleased to recognize the gentleman from Michi-
gan, Mr. Schwarz, who I think took the opportunity to visit the vet-
erinary school here this morning.

Mr. SCHWARZ. In the interest of time, Mr. Chairman, I just want
to comment on that so we can get the next panel up here, but due
to the kindness of President Richardson of Auburn and Dan Tim
Boozinger I had the opportunity to spend two hours this morning
at the college of veterinary medicine, and I must say, Mr. Chair-
man, I was impressed.

I asked to visit some of the labs. I visited a lab that deals with
olfactory physiology. Olfaction is the sense of smell. They are work-
ing with the FAA, with dogs in trying to figure out what it is that
makes dogs have that great sense of smell that can help in this
case root out people who are putting things like explosives in their
baggage and that sort of thing;

A great lab dealing with botulinum toxin, botulinum contamina-
tion of foods; another great lab dealing with salmonella and listeria
and e-coli especially in poultry.
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A good question, and I will not ask it now, but at some point one
of the things I am going to look at is this whole idea of the objec-
tion people have to giving poultry and other protein producers anti-
biotics. I do not know what else we are going to do other than anti-
biotics, but they are working on some things now called bacteria
phages that actually go in and destroy the bacteria, and of course
salmonella, e-coli, listeria are monocytogonese. That is what they
are.

And then I finally visited a histology laboratory which brought
me back finally to my freshman year of medical school, and just
looking at the slides of normal tissues in the body.

So it was a great visit. The Auburn College of Veterinary Medi-
cine has a national and international reputation, Mr. Chairman,
and it was a privilege to visit. And I yield back.

The CHAIRMAN. I thank the gentleman. And I want to thank all
the members of this panel for an outstanding presentation, and for
taking all of our questions, and going for 2 hours here.

That leaves us with just an hour for the next panel, so we are
going to thank and excuse all of you, and call them right up to the
table right away.

[Pause.]

The CHAIRMAN. The committee will come to order.

I am very pleased to welcome our second panel to the table. Mr.
Michael Hively, Vidalia onion producer of Glennville, Georgia; Mr.
Gary Henry, cattle producer of Hope Hull, Alabama; Mr. James
Harwell, nursery grower from Wetumpka, Alabama; Mr. Carl
Sanders, peanut producer from Brundidge, Alabama; and Mr. Clin-
ton Morris, corn, soybean, wheat, and cattle producer from
Decherd, Tennessee.

Mr. Hively, we welcome you, and I will remind all the members
of our panel that their entire written testimony will be made a part
of the record, ask you to strictly limit your statement to 5 minutes.
Mr. Hively, welcome.

STATEMENT OF MICHAEL HIVELY, VIDALIA ONION
PRODUCER, GLENNVILLE, GA

Mr. HiveLy. Thank you, Mr. Chairman.

Mr. Chairman and distinguished members of the House. I would
like to commend your leadership and initiative for holding these
public hearings to review Federal farm policy and the proposal for
the 2007 farm bill.

The farm bill of 2002 was one of the best farm bills in years.
However, with the food shortages of the 1970’s, our existing de-
pendency on oil, and this year’s devastating hurricanes and floods,
we are reminded of the urgency of creating even a better farm bill.

We cannot allow this country to be dependent on the world for
our food supply as we have with our energy supply. U.S. growers
produce primarily the following subsidized crops. Corn, soybean,
wheat, rice, and cotton. Subsidizing crops appears to have wiped
out the diversity in agriculture in the United States. We cannot,
however, forget that subsidies were put into place to soften the risk
of farming, such as weather and price. Therefore, subsidies cannot
be eliminated without jeopardizing the entire agricultural commu-
nity and rural America.
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I personally have been in the produce and dairy business for 23
years. The produce industry is blessed in that we can produce a
crop, show a profit, feed our family, and grow our business while
be(ileﬁting only from conservation programs and disaster aid sub-
sidies.

However, if the subsidized blanket available to a few select crops
could be extended to farm products that we heavily import, and
known capitalization credits were added, then we could shift from
traditional row crops to a profitable diverse agricultural base.

In this day of bioterrorism, we must move to create this balance
and eliminate our dependency on importing food. The following ob-
jectives would be achieved:

One, diversity of produce farmers will plant based on a wide
choice of market demand; farmers will increase production by grow-
ing what is best geographically; credits would be set up in conjunc-
tion with subsidies to open up new doors of agriculture producing
food 52 weeks a year; diversity of produce will increase rotation of
crops, which in turn will create a cleaner and safer environment.

Known capitalization credits will increase the number of new
farming opportunities and new markets, and also eliminate and re-
gu(zf security concerns associated with being an overall importer of
ood.

If the U.S. farmer is presented with a solid farm bill of 2007 he
will once become a primary producer of food for the United States.
Farmers are independent, they are creative, hard working, and
given the proper incentive credits they will move from our current
subsidized programs to a new technologically productive and profit-
able agricultural base.

The next topic I would like to address is crop insurance. Two
areas I think need to be addressed in crop insurance is crop insur-
ance premiums are not adjusted to reflect reduced coverage due to
the applicable stage which they apply to. For example, guaranteed
coverage of final stage payment of $2.2 million the premium cost
would be $122,000. In this example if we only reached Stage 2 pro-
duction the crop guaranteed would be reduced to 60 percent or 1.2
million, but the premium still remains the same at $122,000. Thus,
the farmer loses $48,000.

The other thing is I think a determination of the stage which the
crop is in should be based on factors such as crop development and
cost associated with the crop.

This year we were 7 to 10 days away from harvesting 1,000 acres
of our onion crops which was destroyed by hail. After extensive
evaluation the crop was a complete loss. The claim was paid at
Stage 2 even though we had incurred all costs associated with the
final stage except for plowing. Our claim was diminished by $1.4
million, thus on a crop that would have produced $9 million in
sales if harvested.

I think we have addressed earlier today credit issues for Amer-
ica. America has yet to develop an adequate credit organization for
funding the agricultural community. We must support a strong
farm credit system.

Finally, our life and business in the produce industry depends on
good labor force. I would like to thank Chairman Goodlatte for tak-
ing steps in forwarding and introducing H.R. 3857. If I could stress
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anything to the House members here today in addition to the farm
bill, it would be farm labor.

Farm labor is a huge issue that I could talk at length on. We cur-
rently use the H-2A guest worker program to get a quality, de-
pendable labor that is documented. I hope the House will support
this legislation.

Thank you.

[The prepared statement of Mr. Hively appears at the conclusion
of the hearing.]

The CHAIRMAN. Thank you, Mr. Hively. Mr. Henry, welcome.

STATEMENT OF GARRY HENRY, CATTLE PRODUCER, HOPE
HULL, AL

Mr. HENRY. Thank you, Mr. Chairman, members of the commit-
tee. I am Garry Henry, and I am happy to appear on behalf of cat-
tle producers and the Alabama Farmers Federation Beef Commit-
tee of which I am a member.

My family and I have a 14-head cattle-calf operation in Mont-
gomery County. With the fourth generation joining the operation
last year, we have a keen interest in the future of agriculture.

The 2002 farm bill has generally had a positive effect on agri-
culture in our area, but there are a few areas of concern. The first
I would like to talk about is the Conservation Reserve Program.
The Alabama Farmers Federation supports the objectives of CRP,
but feel in some ways that the implementation has exceeded the
original goal of taking highly-erodible land out of production. Al-
though CRP has positive benefits such as reducing soil erosion and
converting marginal land into wildlife habitat, it has taken produc-
tive land that was not highly erodible and converted it into idle
land. This has had the effect of creating rental rates at levels that
do not represent the market rate of the local area. It has also made
it impossible for farmers to compete for its use.

Young farmers particularly are not able to find land with which
to operate, and the lack of agricultural activity in the farming com-
munities, small farming communities, is dying.

A solution would be to modify rental rates and create more strin-
gent requirements for renewal or entry into the program. As the
chart included in my testimony shows, there is a significant
amount of acres that will be coming out of CRP in the next several
years. That acreage can be used for forage production for cattle, or
production of biomass, thus stimulating the rural economy.

I would like to thank the members of the committee for their ef-
forts to resume beef trade after the BSE case, and also for the sup-
port of the Alabama Beef Connection program which our farm par-
ticipates in.

In connection with these issues, the Alabama Farmers Federa-
tion supports a mandatory animal ID system. With an effective ID
system it would create an even safer food supply for consumers,
and would allow producers to meet consumer demands for
traceability.

I understand that recently USDA has announced it is unsure it
has the legal authority to require producers to register with a pri-
vate data base. The Alabama Farmers Federation supports the
USDA study goal of achieving an operational and mandatory re-
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porting system by 2008, and would ask the committee to give
USDA whatever legal authority it needs to achieve its mandatory
participation, or alternatively, make it a Federal data base with
appropriate producer confidentiality protection.

The Alabama Farmers Federation supports mandatory country of
origin labeling, and believes that consumers have the right to know
where their food is grown. We believe that this is the best way to
promote branded and preserved-identity foods to consumers. The
current farm bill requirement to implement mandatory COOL has
been postponed several times with the exception of seafood. We see
no reason for this delay to continue since the food industry has had
adequate time to prepare for mandatory COOL. We import over 80
percent of our seafood, and the labeling requirement for seafood
has worked well with a minimum of disruption.

I was pleased to see that the President in his State of the Union
focused on alternative fuels. I commend Congress for passing an
energy bill that does have a renewable fuels component, but more
needs to be done. High energy costs are driving a renewed interest
in alternative fuels, and not just for traditional ethanol.

Congress should support incentives to expand the production of
ethanol, biodiesel, and other energy sources such as those manufac-
tured from animal waste. The farm bill has a bioenergy and value-
added component and, thus, should be expanded to continue fund-
ing needed for alternative fuel sources related to agricultural pro-
duction. In addition to providing renewable energy, another posi-
tive from the ethanol and biodiesel industry is that byproducts
make excellent high-protein feed for livestock.

As the committee considers the reauthorization of the farm bill,
please keep in mind that no matter what form the farm bill takes
the farmer must remain profitable. The current bill should be con-
tinued with only minor changes, and the budget funding contained
in the farm bill should not be reduced.

Thank you.

[The prepared statement of Mr. Henry appears at the conclusion
of the hearing.]

The CHAIRMAN. Thank you. Mr. Harwell, welcome.

STATEMENT OF JAMES HARWELL, NURSERY GROWER,
WETUMPKA, AL

Mr. HARWELL. Thank you very much, Mr. Chairman, and thank
the committee for coming to Auburn University and the War Ea-
gles.

I represent the Alabama Nursery and Landscape Association,
and the green industry here in Alabama.

The green industry in Alabama is a bright spot in agriculture.
In 2003 we started a comprehensive project here at Auburn Uni-
versity to evaluate for the first time the total economic value of the
green industry in Alabama. We understood the aesthetic value and
environmental improvement aspects of our industry. We recognize
that on a daily basis, but we had no idea how much our industry
was worth, so this was the first effort to begin an economic value
of our industry, and we have just published the first economic im-
pact study, and we have that available today.
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Let me just share with you some of those results. The Alabama
green industry accounts for 38 percent of all crops produced in the
State of Alabama. Alabama ranks third in the Nation in turf grass
and sod production. Alabama is 16th in the Nation in nursery and
greenhouse production.

The green industry in Alabama boasts a $2.1 billion total sales
with $1.9 billion in total economic impact. The green industry ac-
counts for $1.5 billion in value-added impact.

Unlike other crops, most of the value added in the green industry
occurs here within the State of Alabama. In addition to the dollar
impact, the Alabama green industry is responsible for providing ap-
proximately 31,000 jobs and some 2,600 businesses. Last year Ala-
bama’s third largest commodity was the greenhouse, nursery, and
sod products. These producers represent the fastest-growing seg-
ment of the State agriculture community, but do not receive, nor
do we ask for additional subsidies.

I just want to mention a couple of things that are important to
us as far as the farm bill. One is on research funding. Your contin-
ued support of the nursery and greenhouse and os industry re-
search should be a substantial part of the upcoming farm bill.

We are blessed with three land grant universities here in the
State of Alabama. For projects like the IRO—4 funding that project
is very important to us in the green industry here in Alabama.

And also on the hurricane relief, the nursery and greenhouse and
sod industry in Mobile and Baldwin County suffered a tremendous
loss from the hurricanes over the last 2 years. The Emergency Con-
servation Program, the ECP program, funds were made available
for our industry, the nursery and the greenhouse for cleanup, and
we appreciate Congress’ willingness to help support that. But more
is needed.

One of the programs that we see that could help us tremendously
in our industry is the Tree Assistance Program, or the TAP pro-
gram, which gives shared assistance, but the problem for us is the
definition needs to be changed that it includes nursery products
and operations. In other words, the grower whose final product is
pecans is covered, but the grower whose final product is pecan
trees is not covered.

So we ask that growers of ornamental trees and shrubs who do
not produce an edible crop but the value of our products extends
far beyond the dinner table. So we ask that the TAP program
would include commercially-grown ornamental trees and plants
whether field- or container-grown, because these crops are commer-
cial legitimate agricultural commodities. After the hurricanes of the
last 2 years our industry has faced over $25 million in losses, and
because of the way that the TAP program is written, currently
written, these producers receive little or no help.

Just in conclusion, we call our State “Alabama the Beautiful,”
and our industry is one of the reasons why. As a significant mem-
ber of the agricultural community, the green industry, we would
ask to receive equal recognition and assistance in disaster relief as
other affected agricultural commodities.

Thank you very much.

[The prepared statement of Mr. Harwell appears at the conclu-
sion of the hearing.]
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The CHAIRMAN. Thank you, Mr. Harwell.
Mr. Sanders, we are pleased to have your testimony.

STATEMENT OF CARL SANDERS, PEANUT, COTTON, CORN,
SMALL GRAINS, AND CATTLE PRODUCER, BRUNDIDGE, AL

Mr. SANDERS. Good morning, Chairman Goodlatte, members of
the committee.

My name is Carl Sanders, I am a peanut producer from Coffee
County, Alabama. I am president of the Alabama Peanut Producers
Association, and am here today representing the Southern Peanut
Farmers Federation. This federation is comprised of the Alabama
Peanut Producers Association, the Georgia Peanut Commission,
and the Florida Peanut Producers Association. Our grower organi-
zations represent the majority of peanuts grown in the United
States.

My 1,050-acre farm is diversified, producing peanuts, cotton,
corn, small grains, and cattle. I was born and raised on this farm.
My wife of 31 years and I have six children. I am a graduate of
Auburn University with a degree in agricultural sciences. I con-
sider myself to be an American family farmer.

First I want to thank the House Agriculture Committee for its
leadership in moving the U.S. Peanut Program from a supply man-
agement program to a more market-oriented program in the 2002
farm bill.

At our 2002 Southern Peanut Farmers Federation meeting in
Panama City, Florida, Congressman Terry Everett told the peanut
producers that this program should be changed. He encouraged our
producers to work with Congress to create the best market-oriented
program available. We took Congressman Everett’s advice. The
new Peanut Program has encouraged peanut product manufactur-
ers to develop new products and spend more money on marketing
these products. Domestic demand has increased for peanut prod-
ucts.

The new Peanut Program has also allowed producers to more
readily enter peanut production. Peanut production has expanded
from 15 counties in 2002 to 32 counties in 2005. We believe the
Peanut Program has cost the Federal Government less than antici-
pated by this committee.

While the Congress passed a very respectable Peanut Program in
2002, the administration of the Peanut Program by the USDA has
not been as successful.

While the domestic marketplace has seen a healthy increase in
demand from consumers and production growth for producers, this
has not been the case for the peanut export market. How can this
be when U.S. producers lowered their price support significantly in
the 2002 farm bill?

The USDA continues to set the loan repayment rate too high for
peanuts. Despite language to the contrary in the 2002 farm bill,
the Department has relied far too much on data unrelated to the
price that other export nations are marketing peanuts for in the
world. U.S. peanut producers have lost a significant portion of the
export market despite the changes invoked in the 2002 farm bill.

Our present export situation is directly related to the high loan
repayment rate set by USDA. Although our peanut State Members
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of Congress have tried to assist producers in meetings with USDA,
with letters and inquiries and formal hearings since the farm bill
the rate has remained artificially high. The 2002 farm bill directed
the Secretary to establish a loan repayment rate that the Secretary
determines will minimize potential loan forfeitures, minimize the
accumulation of stocks of peanuts by the Federal Government, min-
imize the cost by the Federal Government of storing peanuts, and
allow peanuts produced in the United States to be marketed freely
and competitively both domestically and internationally.

It is this last point that is most problematic. The federation be-
lieves that USDA is not significantly considering the competition in
the world marketplace.

The Southern Peanut Farmers Federation will be meeting with
our industry partners in the coming days to develop more specific
suggestions for the next farm bill, and will promptly submit those
to your committee. At present we support the continuation of the
current program, but will seek to update specific provisions.

When the 2002 farm bill was drafted, peanut producers did not
envision record high energy prices that impact our major crop in-
puts including fuel, fertilizer, and chemicals. The 2006 peanut crop
will feel the full impact of these increased costs.

It is important that the next farm bill not rest on the backs of
declining farm equity. We hope that every effort will be made to
ensure that producers who are assuming the risk in agriculture
will be the recipients of these programs and incentives.

I appreciate the opportunity to be here today representing South-
eastern Peanut Growers. Thank you.

[The prepared statement of Mr. Sanders appears at the conclu-
sion of the hearing.]

The CHAIRMAN. Thank you, Mr. Sanders. Mr. Morris, welcome.

STATEMENT OF E. CLINTON MORRIS, CORN, SOYBEAN,
WHEAT, AND CATTLE PRODUCER, DECHERD, TN

Mr. MORRIS. Mr. Chairman, members of the House Committee on
Agriculture. Thank you for allowing me to be here today. Also I
would like to thank Congressman Lincoln Davis from Tennessee’s
Fourth Congressional District for his invitation for me to be here
to talk about the effects of the 2002 farm bill had on our family
farm.

I am a third-generation farmer from a small town in southern
middle Tennessee. We farm approximately 2,500 acres of row crops
including wheat, corn, and soybeans. We also have approximately
100 head of beef cattle. My wife and I have three sons. All have
grown up working on the family farm. They are 27, 22, and 21
years old, and all still to some varying degree work on the farm.
Ryan, the oldest son, graduated from Tennessee Tech University,
and he works as a quality assurance technologist at Nissan North
America in Decherd, Tennessee. Jacob graduated from Motlow
State Community College and is currently farming. The youngest
son, Drew, attends Tennessee Tech College in Cookeville, Ten-
nessee, and farms part-time. My wife Sandra is an elementary edu-
cation principal in Manchester, Tennessee, and works in her spare
time on the farm. So the family farm is a very important part of
our lives.
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We are here to talk about the 2002 farm bill and challenges we
are faced with today as you formulate the next farm bill. The first
question we asked ourselves are we as well off as we were in 2002.
The answer is a resounding no. The last 5 years have been difficult
ones for the family farmer.

The 2000 farm bill helped me personally remain in business over
the last 5 years in a lean farm economy because of low commodity
prices of corn, soybeans, and wheat which are the primary crops
that we grow, and the increasing cost of fertilizer, seed, chemicals,
diesel fuel, gas, oil, tires, and farm equipment it has been hard to
survive in farming. In fact, without the subsidy program of the
2002 farm bill we would probably not have been able to pay our
bills.

For example, in our part of the world basic fertilizer cost has in-
creased 43 percent over the last 5 years in our area. It costs ap-
proximately $374 an acre to plant an acre of corn according to the
University of Tennessee Department of Agriculture. This does not
include any drying, handling, or transportation cost. It is a very
minimal budget for production of an acre of corn.

Using our county average yield of 138 bushels over the 5-year pe-
riod during the farm bill, the cost to produce a bushel of corn is
271. The average price for the 5-year period is 221, leaving the
farmer with a loss of approximately 50 cents a bushel where the
farm subsidy bill had to pick up some of the cost there.

Also in our area it costs about $248 an acre to plant soybeans
according to the University of Tennessee. Again, this does not in-
clude handling, drying, transportation cost. Using the University of
Tennessee average price a bushel of soybeans over the 5-year pe-
riod was $5.42 a bushel. The average yield over the 5-year period
was 36.20 bushels, which equals 196.20 per acre, a loss of $52 an
acre. Again, the farm subsidy program has to make up the dif-
ference, or the farmer is in financial trouble.

From these two examples you can see where our family farm
would be without the 2002 farm bill subsidy. Myself personally, our
farm drew $178,969 over the 5 years the bill was in existence. This
is an average of $35,793.80 per year, which was needed to help off-
set the cost of production of crops on approximately 2,500 acres.

Over the last 5 years our fertilizer costs have gone up 43 percent,
our diesel fuel prices have went up 64 percent, and the average
machinery cost of 33 percent, but our commodity prices have basi-
cally stayed the same.

I realize that our Government cannot be the answer to all the
cash problems, but the subsidy for the agricultural program is woe-
fully short and needs serious attention. In many cases the subsidy
is the difference between a farmer covering his expense or not. I
can think of no other industry that requires so much capital for
such a small profit. I say a potential profit because of weather and
other factors beyond our control could mean we incur heavy losses.

So my question to you is how can we purchase $250,000 com-
bines, $150,000 tractors, $400-a-ton fertilizer, $3-a-gallon diesel,
and $1.75 propane, along with high-priced seed, chemicals, and
other things while our commodity prices remain about the same.
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On the other hand, we have a big corporation like Exxon setting
a corporation record in America of %10 billion profit in one quarter
during a natural disaster, Hurricane Katrina.

I imagine most, if not all of you, are familiar with agriculture
and rural America, and realize the importance of helping the fam-
ily farm survive. I encourage you to take the steps necessary not
only to help the American farmer survive, but to make it desirable
for your families and mine to carry on.

Thank you.

[The prepared statement of Mr. Morris appears at the conclusion
of the hearing.]

The CHAIRMAN. Thank you, Mr. Morris.

Let me start the questioning of this panel by asking all the wit-
nesses—I know we have at least a couple of cattle producers on the
panel, and some row crop producers—I appreciate the testimony of
our witnesses from the livestock community who have naturally
outlined their views on livestock issues. However, since the animal
agriculture sector is the largest single consumer of program crops,
I am curious about your views on Federal programs relating to feed
grains. Could each of you take a moment to discuss in detail what
you would like to see from the next farm bill with respect to these
commodities. Mr. Hively, we will start with you.

Mr. HIvELY. I would like to pass to my colleagues sitting here at
the table because I am focused mainly in the produce business.

The CHAIRMAN. OK. That is fine. Mr. Henry.

Mr. HENRY. Of course livestock producers I will not say love, but
like to have cheap feed to feed their cattle, and that is one of the
reasons that beef is being at the rates that we are seeing today,
the price that we are receiving because of the cheap grain.

I think with the advent of ethanol and biodiesel that if the prod-
ucts that are produced in those industries are used for livestock
feed, even if the producer of the corn and the soybean receive more
money for their particular product, the byproducts of those indus-
tries will be utilized in the feed industry for the livestock and
therefore not having a great effect.

If the energy component of the farm bill is taken forward and
those industries are developed then I do not think that it will make
a significant impact on the cattle industry.

The CHAIRMAN. Very good. Mr. Harwell, do you want to comment
on this, or are you outside the scope of this?

Mr. HARWELL. I am outside of that. This is the green industry.

The CHAIRMAN. Mr. Sanders.

Mr. SANDERS. Well, I do raise grain, and I also raise cattle, and
I do that for diversity because normally when one goes up the other
one goes down, but I would love to see the price of both of them
g0 up.

The CHAIRMAN. With regard to farm programs, what would you
like to see go up and go down?

Mr. SANDERS. Well, I do not know how to do it, but prices are
so low now that they really discourage any new people from getting
in the business, and profitability is so low that I do not know what
farm program, or how we could raise prices, but they need to go
up drastically.

The CHAIRMAN. Mr. Morris.
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Mr. MORRIS. In the cattle industry I know last week we went to
a sale in middle Tennessee. I think some cattle brought $1.50 a
pound. But a lot of people think that is high, but it is not. Back
when we were getting probably 80 cents a pound for the cattle we
were making more profit on them than we are at $1.50 because of
our input cost has went up so much.

The CHAIRMAN. Thank you. Mr. Sanders, with regard to your
peanut business, how important to the peanut industry as a whole
was changing to the current system where producers get a coupled
payment, a loan rate, and a countercyclical payment as opposed to
the old quota system?

Mr. SANDERS. Well, the quota system also allowed imports to
come in, we had an artificially high price, and now that we have
more a marketing loan program we have basically cut off imports.
That is the reason our sales in the U.S. are really good. But be-
;:_lause of factors out of our control our export markets are basically

at.

The CHAIRMAN. And has that been a net gain for you, or were
you exporting more than you are selling domestically now?

Mr. SANDERS. No, it has not been a net gain, but we have cut
off imports, and we do have increased production. We have in-
creased consumption in the U.S., and we are actually doing fairly
well. If we could get the exports, we would be doing much better.

The CHAIRMAN. Any ideas on how to get the exports?

Mr. SANDERS. Lower the repayment rate.

The CHAIRMAN. OK. And being from Virginia, not my district,
but the eastern part of the State is a peanut-producing area, what
would you say are the main reasons that we saw a dramatic shift
in peanut acreage in the States of North Carolina, South Carolina,
and Virginia.

Mr. SANDERS. Cost of production, because I know in our tradi-
tional growing areas where we had short rotations we had disease
and nematode problems. When we went to longer rotations, our
yields have gone up; therefore our profitability has gone up. I think
we had the same problems in Virginia and the Carolinas.

The CHAIRMAN. Are you seeing any trend for them to cure that
problem there, or do you think this is a long-term trend that shifts
the production further south?

Mr. SANDERS. I think the problem will tend to cure itself as they
get the longer rotations, but they can still produce very good pea-
nuts, but they have got to have the rotation and the varieties to
do that with.

The CHAIRMAN. Great. Thank you.

The gentleman from Minnesota, Mr. Peterson.

Mr. PETERSON. I will be very brief.

Is there any work being done in the peanut industry to make bio-
diesel out of peanut o0il?

Mr. SANDERS. There is very limited work being done, but this is
a great prospect because right now we do have a surplus of peanuts
in the Government loan, and that would be a very good avenue to
use these peanuts for, biodiesel.

Mr. PETERSON. I would just like to remind people again that the
diesel engine was invented to run on peanut oil, so hopefully we
can get back there.
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Mr. SANDERS. Yes, sir.

The CHAIRMAN. At this point given the shortness of time what
I am going to do is ask the members of the panel, those of you who
want to ask questions seek to be recognized, and those of you who
do not we appreciate your forbearance.

We will start with the gentleman from Alabama, Mr. Everett.

Mr. EVERETT. Mr. Chairman, thank you very much, and, Carl, I
have a list of questions here which I am going to submit to you for
the record. I agree with your testimony, I thought it pointed out
a lot of the problems.

I would like to just quickly recount some history of the program.
We were in a position prior to the last farm bill where 84 percent
of the people who owned the quota did not farm I, they rented it
out to the farmer. Now, I was losing a lot of farmers, but I was
not losing any quota-holders. They got their money up front, and
we changed the system. We bought the quota-holders out, and we
went to the production that we currently have.

I think that farm bill except for this year because of a lot of input
problems, and weather problems, and getting into the field late, I
think that this year’s crop was not as good as the past 3 years. But
the program overall I think is a very good program.

As far as production, I agree with your assessment that we have
got to learn to rotate crops, and once we start rotating crops I have
seen traditional 2,000 and 3,000-acre farms all of a sudden get up
to 4,500 pounds an acre and that kind of stuff, much of which they
are getting into the new kind of yield they are getting in the new
counties they have expanded into peanuts.

But we wrote that farm bill with the idea that changing the bill
like we did would not only preserve the industry in this country,
and I say that because of NAFTA which my good friend Duncan
Hunter and I co-chaired the entire NAFTA task force for the Re-
publicans, because of the tariffs going downward and the total yield
coming into the country continuing to go up we were in a real dan-
ger of losing the industry in this country.

So we obviously had to do something about that, and when we
wrote the program not only did we address the problem of preserv-
ing the industry in this country, but also we wanted to make us
competitive on a global market, and as your testimony has pointed
out in the loan, the way the loan repayment rate is administrated
by USDA we are not as competitive as we need to be on the global
market.

That is an excellent opportunity for us, Mr. Chairman, and some-
thing that I hope this committee will try to address in the new
farm bill.

And finally I believe that the Virginia peanut will be grown,
what I call the ball park peanut will be grown more profitably in
the Carolinas as Carl says as we begin to rotate the crops.

It is very difficult as you know to write a title or a program that
frankly satisfies all the producers, but we tried last time and came
as close as we could on it.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank the gentleman.

The gentleman from Tennessee, Mr. Davis seeks recognition.
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Mr. Davis. Mr. Chairman, thank you very much. We often hear
a great deal of concern from our friends in the city and others
about environmental issues. I am here to reflect that I believe that
our farmers have done an excellent job. When you look at the Fed-
eral agencies over the years and see what has happened with cover
crops, and crop rotations, and the land that we are taking out of
row cropping is I think probably the group of people in this country
who are the best environmentalists are farmers who sometimes are
accused of not being there. I make that as a side comment.

I thank each of you for being here. Each of the panels that have
spoken certainly has given us some information to take back to our
colleagues, and certainly given us information.

I just recently gave an interview, or while we are here today I
gave an interview to one of the farm publications and to the PR
of the Farm Bureau, and the question they asked me is how impor-
tant is it that Members of Congress travel across our Nation to talk
with farmers. Who else can we get the information from? Who else
is in touch with it every day? Who else is at the plow except those
of you who are here today and have given testimony? So it is in-
deed my pleasure to welcome you here, each of you that have given
testimony, and those that are here now, and thank you for what
you do for our country.

A lot of ideas are floating around with the new farm bill, you
hear people say that the subsidies that we provide for our farmers
can maybe do harm to Third World countries as they try to produce
crops and are unable to because of the subsidies that we give. We
sometimes have talked about the subsidies that are given in Eu-
rope that makes it much more difficult for us to be competitive in
the world market.

But some of the comments I have heard recently from many folks
that seems to be given some credence would be alternative fuels,
and whether or not we can grow fuels that we need for the future
on our farms. Do you all think that is possible? Who wants to an-
swer that?

Mr. HENRY. I do not have a lot of experience in growing say
switchgrass or anything like that, and I am not really able to talk
about it, but I know in my testimony there I alluded to the CRP
land that is coming out of production.

The land that I am particularly talking about is what we call
black belt soils, and these soils do not grow pine trees. You plant
a pine tree on it and it dies. But it can grow switchgrass and other
biomass type materials. That would stimulate the rural economy as
I said in my testimony.

The other aspect there is because that soil type is made for grow-
ing grass or some sort of forage product we feel like that the one
part of the State that we have that can maybe expand a little bit
into the cattle production is those type soils basically in west cen-
tral Alabama.

You might say “Well, why do you want to get more competition?”
Well, the encroachment that we are seeing around our urban
areas—we live close to Montgomery, and we are getting more pres-
sure for our acreage to go into some sort of development, so we see
that as an area where we maybe at some point maybe would have
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to move out of our area to another area. Instead of shrinking the
beef herd, we would maintain the beef herd that we have now.

We talked about protein sources while ago, and of course beef
being a protein source, so we feel like it is important to go that
route.

Mr. DAvis. And the second question, or the second part of that
question is that if in fact we look at renewable fuels as a source
of where we spend part of the funding for the new farm program,
should we increase funding? The answer is probably yes. Or should
we take funding away from say production that we are exporting
foods and grain products to other countries? In essence there will
be some debate on the limited amount of dollars, where should we
put those dollars in the foreign program. Should it be some of it
centered toward or directed toward energy production, or should it
stay just on production that will be used for exports?

Mr. SANDERS. Our surplus commodities, whatever they may be at
any one year—different years it would be different of course—but
we could use these surplus commodities to produce alternative en-
ergy sources.

The CHAIRMAN. Thank you, gentlemen.

The gentleman from Alabama, Mr. Bonner, seeks recognition.

Mr. BONNER. Thank you, Mr. Chairman.

A question for Mr. Harwell. We were together in Mobile last
week, and as we have discussed before the nursery and landscape
business is a growing, the green industry is a growing part of our
economy, agriculture and otherwise here in the State of Alabama,
and yet as we both know it has weathered a lot of Mother Nature’s
wrath in recent months and over the last couple years especially.

Could you tell us a little bit about what you would like to see
this new farm bill do that the old farm bill did not do that might
address the needs of small businessmen and women who are in
your business who unfortunately are outside of the current defini-
tions of the Department of Agriculture, and yet are also outside of
the guidelines of the Small Business Administration.

Mr. HARWELL. That is true. Most of our people in south Alabama
are small family farms, and they have suffered a great deal over
the last couple of years with the hurricanes.

But with the wording that is presently in the farm bill as far as
the Tree Assistance Program it leaves out those who grow trees
and plants in our industry. I think we are just asking if that could
be changed, the wording, so it would include the green industry in
Alabama.

We are not asking for subsidies, but just that we be included
whenever there is a disaster for our area. So really the wording
just needs to be changed that it would include trees and shrubs
and plants.

Mr. BONNER. Could you repeat the analogy you used in your
written testimony about the difference between a pecan grower, for
instance.

Mr. HARWELL. Yes. If you grow a pecan tree for a pecan itself
that is covered, but if you grow the pecan tree you are not covered.
So we would just like for that wording to be changed that it would
include the person who grows a tree and a shrub.
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Mr. BONNER. Mr. Chairman, I would like the record to note that
I fully support Mr. Harwell’s position on that.

I would also like to move to Mr. Sanders because broker-dealer
of the changes that came about as a result of the 2002 farm bill
and the leadership that our colleague Mr. Everett provided on that.

My district in southwest Alabama has seen more and more pea-
nut production, and in fact Baldwin County is now the second larg-
est peanut producing county in the State of Alabama.

You mentioned in your testimony about the expansion of peanut
production into these new areas. Can you tell us what this expan-
sion, though, has done to the more traditional growing areas such
as the wire grass?

Mr. SANDERS. We have reduced acreage in the more traditional
areas, but in those traditional areas our yields have gone up slowly
but steadily, and we expect them to go up even more because our
rotations are longer. Therefore, we are getting out of this problem
of under the quota system we felt the need to plant peanuts every
other year on the same land, and our yields were declining, and
under the system that we have now we are planting peanuts every
third year, or every fourth year, in some cases behind 5 years of
Bahia grass, and we are getting really good yields in those situa-
tions.

Mr. BONNER. Then one last question for Mr. Hively, and this I
do not think was addressed in your testimony, but if you are a
Vidalia onion grower, and obviously you have a little bit of experi-
ence, and whether you are talking about expanding peanuts into
other markets, or the seafood industry which has currently been al-
most treated like a step-child by our current agriculture programs,
and yet is near and dear to my district where we grow a lot of oys-
ters and shrimp and crab, marketing has got to play a role in that.
Can you tell us a little bit about how the Vidalia onion growers in
Georgia used marketing to the advantage that you currently have
so that today people are willing to, and actually seek out your prod-
uct because of its brand name, and how can that be used either
through policies that we might come up with in Congress, or
through the industry might come up with to try to brand and mar-
ket products that people would actually be willing to pay more for
the product that you have?

Mr. HiveLy. I think with Vidalia onions being a specialty crop we
in 1982 set up a Federal marketing order to market the Vidalia
onion for a specific region, and as an industry we have went out
and promoted that as them being sweet, no pungent onions, and we
really kind of jump on the rest of the onion industry out there. I
also sit on the National Onion Association board and, quite frankly,
they are envious of the product we produce.

But with that said I think we all in farming are looking for a
niche to make a profit, and in our area we have a large row crop
farmer that farms 6,000 to 8,000 acres, and has not partnered up
with us, but we work together. He farms our land on rotation, and
we farm his land for rotation. We share tractors, we share farm
personnel, and even though we are both affected by the same costs
of higher fertilizer costs, and higher energy costs, and things of
that nature we have found where we can buy our fixed costs down
by sharing these relationships.
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Farmers are mostly independent personnel, and to get them to
work together with each other is tough to do sometimes. I really
think as a committee we need to look at these specialty areas,
whether they be fuel areas, or all kinds of sources of areas that we
can move the traditional row cropper into these areas, and that be-
cause of the innovative spirit of a farmer he can become more prof-
itable, and at the same token we become more diverse in agri-
culture.

So again it is one of those type of situations we have to figure
out by working together as a panel and as a committee where we
can find those synergies.

Mr. BONNER. Thank you, Mr. Chairman.

The CHAIRMAN. I thank the gentleman.

The gentleman from Louisiana, Mr. Melancon is recognized.

Mr. MELANCON. Thank you, Mr. Chairman. I appreciate it. Let
me see if I can summarize what I gathered from this morning, and
I think I gathered yes, but I just want to confirm it.

Commodity prices continue to be low, inputs continue to be high,
grocery prices I know continue to go up, and support levels con-
tinue to get cut. Does that sound right?

So we have got four things going against us as American agri-
culture. Now, when I first thought about politics a lot of my philos-
ophy was like the Republicans on fiscal matters, and I am confused
now because my party was the tax and spend; their party now is
the giveaway and spend, and I am not sure what I am supposed
to be any more. I am a blue dog, and I think that is maybe where
eve}ll'ybody needs to get so we can start trying to get the system
right.

The only thing that I know that the U.S. Trade Representative
has as a mission when he goes to do a trade deal is make a deal.
It does not have to be a good deal, and you can give away anything
you want to give in trade for something else, and usually what they
give away is something that big, major corporations want at the ex-
pense of small family farmers and people in this country.

The global market is fine, but we cannot survive unless we get
to the global market. If somebody differs with that, please express
it to me.

The WTO is where American agriculture wants to get, sit down
at the table with all countries, get a level playing field instead of
having us ratchet down and them ratchet a little bit at a time.
What is happening is we are ratcheting down and they are still up
here and got 15 years or better to have to come down to our level.
That is environmental standards, that is worker safety standards,
that is cost of hourly wages, that is everything.

We have been efficient, but our efficiencies are diminishing, par-
ticularly when you have got to start reducing production to meet
programs your efficiencies are by you, throughput, unless there is
something different in this industry I do not understand.

This past year if I remember the numbers correctly agriculture
entitlement programs were 1.2 percent of the total budget, yet this
year we gave if I remember correctly somewhere in the neighbor-
hood of about $17 to $18 billion in tax credits to big oil companies
for offshore outer continental drilling, and I voted for it, and that
included also some moneys for them to encourage them to build



164

more oil refineries and to expand the ones they have. And yet we
are going to cut the people that feed and clothe us year after year
after year, and I just do not understand it.

I guess that is just something I had to get off my mind, Mr.
Chairman, and I just think we have got it backwards. I am not for
new taxes, never have been, but I think we need to start consider-
ing where America is going, and what I have seen in my home
State after the devastation of Katrina, farmers that are sitting out
there that had their sit-down with their bankers have no idea if the
Government is going to help them.

We just spent, and I am getting my staff to check on it, $1.6 bil-
lion in the last appropriation bill to send moneys to schools to cover
the tuition of those kinds relocated, and I voted for that. Now what
I am hearing from home is that went to private schools, it is not
(gioing to the public schools also. And I hope that is wrong, I really

)

And we need to start putting in perspective what Government is
here for. It is not a giveaway, it is a give-a-helping-hand so that
these guys in a global market can be competitive, but they have got
to get to that point in their businesses.

As long as the Trade Representative’s mission is—and I am not
hitting on any one trade representative, especially Mr. Portman be-
cause he is new—but if their mission is only to make a deal then
we are sunk, we are going to be totally sunk and dependent upon
foreign countries not only for our oil, but our food and fiber, and
whatever follows that.

Thank you, Mr. Chairman. I appreciate the opportunity, and I
yield back my time.

The CHAIRMAN. I thank the gentleman for his comments.

We are pleased to have with us Ron Sparks who is the agri-
culture commissioner for the State of Alabama. Mr. Sparks, if you
would like to say a few words to us, come on up here to the micro-
phone by the rostrum over here.

STATEMENT OF RON SPARKS, COMMISSIONER OF
AGRICULTURE, STATE OF ALABAMA

Mr. SPARKS. I certainly want to thank you, Mr. Chairman, for al-
lowing me this opportunity to speak.

I want to thank this committee for coming to Alabama. I just
want to let you know I have the utmost respect for the three mem-
bers from Alabama who serve on this committee.

I just want to make my remarks very brief if I possibly could,
but agriculture is extremely important to Alabama.

Back in the 1950’s and 1960’s in Alabama, members of the panel,
we had over 250,000 family farms in this State. I think the records
will show today that we have less than 45,000 family farms, and
I think there has been some very important things that have been
mentioned here today is we have got to maintain profitability. I
think that is the whole key word to whatever we do is that farmers
have got to be able to make a living. We have got to protect prime
farmland in this country so that we can continue to do the things
that we do.

We have got to have a viable safety net, and we use the word
subsidies and how important it has been to the farmer so that he
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can produce, but I believe subsidies has been important to the con-
sumer so that they can have cheap food and clothes to be put on
their back.

Alternative fuels is a must, because I believe that every gallon
of oil that we produce in Alabama is one less gallon we bring out
of the desert, and I think it is absolutely a must.

I am very excited to hear people talk about child nutrition. In
Alabama today we have a half a million people that have been di-
agnosed with diabetes. We have another 200,000 that have not
been diagnosed, and 1 out of 10 of those are children. We are losing
our young people. The statistics will show today that our young
people will not outlive this generation. That is wrong, and we must
handle those problems.

In today’s world there is a lot of folks that we can call heroes,
but I call the American farmer a hero because years ago it cost
one-third of our income to feed our families. Now it costs one-tenth
of our income to feed our families. What happens if we start im-
porting all the food that we have to eat in this country?

Gentlemen, you and I both know that there are people in this
country that have the mentality that if you can buy it cheaper
somewhere else let us do it. That is wrong.

I think we have got to continue to look at the trade policy. We
cannot allow folks in other countries to produce agriculture at a
different standard than we ask our farmers to produce it, and then
allow them to ship it into this country. We have got to talk about
trade policy.

Disaster has been mentioned here today, and I could stand here
for hours and talk to you about disaster because I have seen the
farmers in south Alabama and across Alabama with the devasta-
tion of the hurricanes. We have got to have a disaster program in
place to get these farmers back up and running so that they can
go back to work.

Gentlemen, I want to thank you for allowing me just a few min-
utes to say what was on my mind. In the next few months you are
going to have some very tough decisions to make concerning the
2007 farm bill. There is no doubt in my mind from what I have
heard here today that the decisions that you will make will cer-
tainly benefit agriculture across this Nation.

You and I both know that agriculture goes hand in hand with na-
tional security, and without our farmers in this country we become
a weak nation.

And I want to thank you for what you do for agriculture, and
what we can do for the farmers to make sure that they maintain
the farms in this country.

Thank you so much for letting me speak.

[Applause.]

The CHAIRMAN. Thank you, Commissioner.

I would like to thank all of the witnesses who testified here
today. This panel was outstanding, as was the first one, and I ap-
preciate your careful consideration in preparing for today’s hearing.

I would like to extend a big thank you to Jeannie O’Donnell and
the staff here at Auburn University for their hospitality. Let us
give them a round of applause.

[Applause.]
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The CHAIRMAN. The information that you have provided here
today will be very helpful to us as we begin the review process. We
look forward to maintaining an open dialog with you and your fel-
low producers across the country as we consider the next farm bill.

The record will remain open for 30 days. Anyone who would like
to submit a written statement for our consideration is welcome to
do so. Please see Lindsey Correa, our clerk—Lindsey, raise your
hagd—for more information on submitting a statement if you wish
to do so.

Without objection, the record of today’s hearing will remain open
for 30 days to receive additional material and supplementary writ-
ten responses from witnesses to any question posed by a member
of the panel.

This hearing of the Committee on Agriculture is adjourned.

[At 1:07 p.m. the committee was adjourned.]

[Material submitted for inclusion in the record follows:]

STATEMENT OF BILL THOMAS

Mr. Chairman, committee members, ladies and gentlemen.

I am honored to be with you today to speak on behalf of Alabama’s forest land-
owners regarding USDA programs and activities. As you know, forestry is vital to
the health of Alabama’s economy. Twenty-three million acres of trees blanket Ala-
bama’s landscape, second only to Georgia in having the most forested acres of any
State in the continental U.S. This abundant, renewable resource fuels a multi-bil-
lion dollar forest products industry with an annual economic impact of over $13 bil-
lion. In fact, if it weren’t for the timber business in rural counties like Chambers,
there would be little else to drive the economy.

With that as background, please allow me to offer some suggestions about how
you as policy makers can partner with landowners to help us exercise good steward-
ship of Alabama’s forest and to provide additional economic development opportuni-
ties for rural Alabama.

First, let me address the topic of energy independence. In Alabama, the same for-
est resource that supplies our forest products industry also represents a vast, un-
tapped source of renewable energy. Technology currently exists to convert forest res-
idue—the material we are currently leaving in the woods after harvesting—to steam
and then to energy. More affordable technology is needed to convert woody biomass
to liquid fuels. Congress has a unique opportunity here to develop and fund pro-
grams that encourage wise stewardship of our state’s forests, promote economic de-
velopment in rural Alabama counties, and take a step toward reducing our nation’s
dependence on foreign oil.

Specifically, I ask the Committee to consider tax incentives to encourage land-
owners to grow and sell woody biomass and for producers to convert biomass to usa-
ble fuels. We also need continued funding for research and development that ad-
vances conversion technologies, especially those technologies that would convert
woody biomass to liquid fuels.

My second issue of concern is conservation practices. Conservation practices com-
mon on Alabama forest land include reforestation, watershed protection, and wild-
life management. Investments made by Alabama’s landowners in these conservation
practices impact the lives of every citizen in the State through the forest products
they depend on, the clean water they drink, and the wildlife they enjoy. While these
benefits to society are substantial, landowners often find it difficult to invest the
needed funds knowing that any returns they might hope for on those investments
will be at least 20 to 25 years in the future. With that in mind, I would ask the
Committee to continue existing programs aimed at providing both technical assist-
ance as well as cost share funds to partially offset the investments required. I rec-
ommend enhancing and expanding programs like EQIP. This investment would pro-
vide a significant payback by providing clean water, clean air, and forest products
for all Alabamians.

A third concern that I want to bring to your attention today concerns invasive
species. Invasive species are having a significant impact on forest and farm oper-
ations throughout the South. Some examples of these species include privet, cogon
grass, Japanese climbing fern, and, last but certainly not least, kudzu. To under-
stand the potential impact of these invasive species, all one has to do is to drive
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up U.S. Highway 431 from Opelika to my land in Chambers County in early sum-
mer and look at all of the old fields wrapped up in kudzu. In fact, a close look often
reveals an old home or barn that has been completely swallowed up by this insid-
ious vine. They tell me that under ideal conditions kudzu can grow up to 1 foot per
day and, unfortunately, our most productive lands may provide those ideal condi-
tions.

If you consider the growing impact of kudzu and multiply that times the number
of other invasive species that have been more recently introduced, you can see that
we landowners are engaged in a real battle. What we need is a comprehensive
invasive species program in cooperation with NRCS, Extension, and the Farm Serv-
icle Agency to address significant increase and spread of uncontrolled invasive
plants.

Finally, I cannot pass up this opportunity to strongly urge your continued support
to eliminate the death tax. Many landowners like myself have poured their lives
into managing their land. For them, their land is not an asset, it is part of who
they are, it is part of their heritage—and, at their death, it is a huge part of the
legacy they leave. All too often, this legacy has to be carved up and sold off in order
to pay the estate tax. I cannot understand how this accomplishes any legitimate
goal of society. In fact, the death tax often has very negative environmental impacts.
Consider a forest landowner who dies without any cash in the bank. When the es-
tate tax bill comes due, his family may be forced to harvest timber without regard
to ecological considerations. Further, if the timber harvests don’t generate enough
funds to pay the tax, the family may be forced to sell all or part of the land. This
situation is especially evident near more populated areas, where land values have
escalated. In these cases, the estate tax often has the practical effect of converting
family farms to developments, forests to asphalt and concrete.While tax policy is not
necessarily within the purview of this Committee, this does have a direct bearing
on the future of family farms and forests. I ask each of you to work with your col-
leagues in Congress to permanently eliminate the death tax and help us secure the
future of family farms and forests in Alabama.It has been my great honor to speak
with you today and to share some of my thoughts and ideas. I hope I have provided
you with a sense of some of the things that are important to landowners in rural
Alabama and I know that each of you are working to ensure that our nation’s pri-
vate landowners can continue to provide our society with clean water and clean air,
as well as the forest products we have come to depend on.

STATEMENT OF CARL SANDERS

Good Morning Chairman Goodlatte, Members of the Committee, my name is Carl
Sanders. I am a peanut producer from Coffee County, Alabama. I am President of
the Alabama Peanut Producers Association and am here today representing the
Southern Peanut Farmers Federation. The Federation is comprised of the Alabama
Peanut Producers Association, the Georgia Peanut Commission and the Florida Pea-
nut Producers Association. Our grower organizations represent the majority of pea-
nuts grown in the United States.

My 1,050 acre farm is diversified producing peanuts, cotton, corn, small grains
and cattle. I was born and raised on this farm. My wife of 31 years and I have five
children. I am a graduate of Auburn University with a degree in Agricultural
Sciences. I consider myself to be an American Family Farmer.

First, I want to thank the House Agriculture Committee for its leadership in mov-
ing the U.S. peanut program from a supply-management program to a more market
oriented program in the 2002 farm bill. Your leadership protected those U.S. quota
holders who had invested their money in peanut quota for many years. Yet you al-
lowed our industry to move into the future with a program designed to make U.S.
peanut producers competitive in both the domestic and export marketplaces.

At our 2002 Southern Peanut Farmers Federation meeting in Panama City, Flor-
ida, Congressman Terry Everett told peanut producers that this program should be
changed. He encouraged our producers to work with the Congress to create the best
market-oriented program possible. We took Congressman Everett’s advice.

The new peanut program has encouraged peanut product manufacturers to de-
velop new products and spend more money on marketing these products. Domestic
demand has increased for peanut products. The new program has also allowed pro-
ducers to more readily enter peanut production. In Alabama alone, peanut produc-
tion has expanded from 15 counties in 2002 to 32 counties in 2005.

We believe the peanut program has cost the Federal Government less than antici-
pated by the Committee.



168

In discussions with other segments of the industry including buying points, shell-
ers and manufacturers and each have indicated they were generally pleased with
the 2002 farm bill. Each segment of the industry supported the peanut title of the
2002 farm bill.

While the Congress passed a very respectable peanut program in 2002, the admin-
istration of the peanut program by the U.S. Department of Agriculture has not been
as successful. While the domestic marketplace has seen a healthy increase in de-
mand from consumers and production growth for producers, this has not been the
case for the peanut export market. How can this be so when U.S. producers lowered
their price support significantly in the 2002 farm bill?

The USDA continues to set the loan repayment rate for peanuts too high. Despite
language to the contrary in the 2002 farm bill, the Department has relied far too
much on data unrelated to the price other export nations are marketing peanuts for
in the world marketplace. U.S. peanut producers have lost a significant portion of
their export market despite the changes invoked by the 2002 farm bill. Our present
export situation is directly related to the high loan repayment rate set by USDA.
Although peanut state Members of Congress have tried to assist producers in meet-
ings with USDA, letters and inquiries in formal hearings since the 2002 farm bill,
the rate has remained artificially high. The 2002 farm bill directed the Secretary
to establish a loan repayment rate that the Secretary determines will:

e Minimize potential loan forfeitures

e Minimize the accumulation of stocks of peanuts by the Federal Government

e Minimize the cost by the Federal Government in storing peanuts

o Allow peanuts produced in the United States to be marketed freely and competi-
tively, both domestically and internationally.

It is this last point that is most problematic. The Federation believes that USDA
is not sufficiently considering the competition in the world marketplace. This lack
of response to competition from other origins has critically wounded our export pro-
grams.

The Southern Peanut Farmers Federation will be meeting with our industry part-
ners in the coming days to develop more specific suggestions for the next farm bill
and will promptly submit those to your Committee. At present, we support the con-
tinuation of the current program but will seek to update specific provisions. When
the 2002 farm bill was drafted, peanut producers did not envision record high en-
ergy prices that impact our major crop inputs including fuel, fertilizer and chemi-
cals. The 2006 peanut crop will feel the full impact of these increased costs. It is
important that the next farm bill not rest on the backs of declining farm equity.
We hope that every effort will be made to insure that producers who are assuming
the risk in agriculture will be the recipients of these programs and incentives.

Finally, our peanut producers in the Southeast are very concerned about the U.S.
Trade Representative’s recent Doha Round proposal for Less Developed Countries.
To allow less developed countries access to markets import and duty free could se-
verely impact U.S. peanut producers. The list of countries involved in this sector
produce over twice as many peanuts as U.S. producers. We appreciate Chairmen
Goodlatte and Chambliss conveying their concerns about the Doha Round negotia-
tions to the administration.

I appreciate the opportunity to be here today representing southeastern peanut
growers.

Thank you.

ANSWERS TO SUBMITTED QUESTIONS

In your testimony, you mention concern over the loan repayment rate.
Could you expand on this?

The intent of the repayment rate is to move peanuts from the Government loan
into the commercial trade at the least and most efficient cost to the Government.
This is also what makes us more competitive internationally. Also, when this is not
done accurately and in a timely manner, large government carryovers impact the
next year’s crop unnecessarily. There needs to be a clear understanding of the re-
payment rate and the pricing factors involved. This clarity will also assist in deter-
mining their marketing options.

I have heard of interest in changing the date for loan forfeiture. What is
your opinion on changing this date?

I've heard recommended the earlier of 9 months or June 30, whichever comes
first. I don’t think such a change would cause problems for growers. It would be a
positive to have all peanuts out of the Government loan prior to the next marketing
year.
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Southeastern peanut grower representatives have been very active in
seeking research funding for the USDA Agricultural Research Service and
the universities. What benefits have growers received from this research?

Our future depends on relevant production research. Key areas of research have
been in water management, rotation, tillage practices, farm management and mar-
keting along with educational programs to get the results of this research to the
producer. Positive steps have been made in all areas. To the industry as a whole,
the development of new seed varieties is a key to the future. We’d like to commend
the USDA’s Agricultural Research Service for recently establishing a new peanut
breeding program that should pay dividends for our industry down the road.

I have received several requests that we extend payments for peanut
stor%ge and handling for the last year of the farm bill. Why is this impor-
tant?

If eliminated, in all likelihood this cost will be passed on to the producers. We
cannot afford any additional cost at this time. Also, when this is considered in the
total cost of the program, peanuts are still below congresional estimates.

What countries are major competitors with the United States for exports,
and why are we not competitive?

China & Argentina. Why? Price. They traditionally offer product into the market
place based on the U.S. price. A repayment rate that is not competitive artificially
props up our competitors.

STATEMENT OF STANLEY SCARBOROUGH

Good morning Chairman Goodlatte and Members of the Committee. My name is
Stanley Scarborough. I am a blueberry grower from Baxley, Georgia. I am here
today representing over 200 producer members of the Georgia Fruit and Vegetable
Growers Association.

The fruit and vegetable industry is growing at a rapid pace in the State of Geor-
gia. We are adding jobs and dollars to rural economies throughout the State. But
this growth is not limited to our State. Specialty crop growers produce approxi-
mately 50 percent of the farm gate value of total plant agricultural production in
the United States. Our 2006 Southeast Regional Fruit and Vegetable Conference
saw record growth at this past month’s program in Savannah, Georgia with over
1650 producers and suppliers in attendance.

Despite the impact to the U.S. economy, specialty crop growers receive a very
small percentage of Federal resources aimed at promoting and sustaining efficient
agricultural production. We hope the Committee will take a hard look at a balanced
farm bill that includes an increased emphasis on specialty crop producers.

This morning I would like to focus my remarks on several key areas of the farm
bill that we hope the Committee will consider during your deliberations in coming
the months. Fruit and Vegetable grower organizations have been meeting to discuss
common interests for the farm bill and we hope to share with you the fruits of those
meetings soon.

Of specific interest to our producers are issues related to:
® Restrictions of Planting Flexibility

e Unique Attributes of Specialty Crop Producers

o State Block Grants

* Research

o Nutrition Programs

e Crop Insurance

RESTRICTIONS OF PLANTING FLEXIBILITY

We support this long-standing provision as a fundamental matter of equity among
farmers. As long as some farmers receive direct payments from the government,
they should not be allowed to plant crops on that subsidized land that compete with
unsubsidized farmers.

UNIQUE ATTRIBUTES OF SPECIALTY CROP PRODUCERS

Due to the nature of high-value specialty crop production, many current farm bill
programs and disaster programs are of limited benefit to specialty producers due to
payment caps, limits on Adjusted Gross Income, limits on off-farm income even if
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integral to farming operations, etc. We support a thorough review of all farm pro-
grams to ensure that specialty crop producers have access to benefits comparable
to other farmers, rather than being excluded or limited simply due to a higher-cost
of production.

STATE BLOCK GRANTS

We support an expansion of the State Block Grants for Specialty Crops program
originally authorized in the Specialty Crop Competitiveness Act of 2004, and funded
through appropriations in the FY06 Agricultural Appropriations bill. Due to the
wide diversity and localized needs in specialty crop production, State departments
of agriculture are uniquely able to assist local growers with the specific investments
they need to increase competitiveness. This was certainly the case in 2002 when
State departments of agriculture received Block Grants as a part of a disaster ap-
propriation. In Georgia these funds help increase consumer awareness and con-
sumption of locally grown fruits and vegetable through the GEORGIA GROWN cam-
paign. The block grant funds were matched with other organization’s funds includ-
ing the Georgia Fruit and Vegetable Growers Association to fund and support spe-
cialty crop projects such as food safety training and farm audit, agritourism pro-
gram, roadside market promotion and on-the-farm buyer tours.

RESEARCH

We support significant new investment in research for specialty crops, through
both the National Research Initiative and programs with CSREES and ARS.

NUTRITION PROGRAMS

We support a strong new focus within the 2007 farm bill on increasing the access
and availability of fruits and vegetables, particularly to children. We support expan-
sion of the school fruit and vegetable snack program, increased commodity pur-
chases, higher allocation to the Department of Defense (DOD) Fresh program for
schools, development of a new nutrition promotion program to assist producers in
enhancing their markets, and a general requirements that USDA feeding programs
and commodity purchasing comply with the 2005 Dietary Guidelines.

CROP INSURANCE

Many fruits and vegetables are not covered by a “crop insurance” program.
GFVGA would like to see an increase in pilot projects and studies to determine the
feasibility of minor crop coverage.

I want to thank the Committee for giving our organization an opportunity to tes-
tify today. We sincerely hope the next farm bill will address issues of concern to
specialty crop producers and reflect the value of their production to the U.S. Econ-
omy, as well as the dietary needs of all Americans.

STATEMENT OF CLINTON MORRIS

Mr. Chairman, members of the House Committee on Agriculture, thank you for
allowing me to appear before you here today. Also, I would like to thank Congress-
man Lincoln Davis from Tennessee’s Fourth Congressional District for his personal
@ilviftation to be here to talk about the effect the 2002 farm bill has had on the fam-
ily farm.

I am a third generation farmer from a small town in southern middle Tennessee.
We farm approximately 2500 acres of row crops including wheat, corn, and soy-
beans. We also have approximately 100 head of beef cattle.

My wife and I have three sons; all have grown up working on the family farm.
They are 27, 22, and 21 and all still work on the farm in varying degrees. Ryan,
the oldest, graduated from Tennessee Tech in 2001. He works as a Quality Assur-
ance Technologist at Nissan North America Inc. in Decherd, TN. Jacob, graduated
from Motlow State Community College and is currently farming. Drew, the young-
est, attends Tennessee Tech in Cookeville and farms part-time. Sandra, my wife, is
an elementary principal in Manchester, TN and works in her spare time on the
farm, also. The family farm is a very important part of our lives.

We are here to talk about the 2002 farm bill and challenges we are faced with
today as you formulate the next farm bill. The first question we ask ourselves is,
“Are we as well off as we were in 2002?” The answer is a resounding, “No!” The
last 5 years have been difficult ones for the family farmer. The 2002 farm bill helped
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me remain in business over the last five years in a lean farm economy. Because of

low commodity prices of corn, soybeans, and wheat which are the primary crops that

we grow and the increasing cost of fertilizer, seed, chemicals, diesel, gas, oil, tires,

and farm equipment, it has been hard to survive in farming. In fact, without the

i&}ﬁm subsidy program, we could not have made our land, equipment and operating
ills.

For example, the basic fertilizer price has increased 43 percent over the last 5
years. In our area, it cost approximately $374.39 to plant an acre of corn according
to the University of TN Dept. of Agriculture. This does not include any drying, han-
dling, or transportation cost. It is a very minimal budget for production of an acre
of corn. Using our county average for the last five years on corn yields according
to the University of TN the average yield is 138 bushel per acre. The cost to produce
is $2.71 per bushel. The average price for the five year period is $2.21 per bushel,
leaving the farmer with a loss of .50 per bushel without the 2002 farm bill subsidy
program.

Also, in our area it cost approximately $248 to plant an acre of soybeans according
to the University of TN Dept. of Agriculture. Again, this does not include drying,
handling, and transportation costs. Using the University of Tennessee average price
of soybeans @ $5.42 per bushel times average county yield for 5 years of 36.20 bush-
els equals $196.20 per acre for a lost of $52.00 per acre. Again, the Farm Subsidy
Program has to make up the difference or the farmer is in trouble.

From these two examples, you can see where our family farm would be without
the 2002 farm bill subsidy program. We have drawn a total of $178, 969.00 over
the 5 years the bill has been in existence. This is an average of $35, 793.80 per year
which was needed to help off set the cost of production of approximately 2,500 acres
of crops per year. Over the last 5 years, our fertilizer costs have gone up 43 percent,
diesel fuel 64 percent, machinery an average of 33 percent, but our commodity
prices have basically stayed the same.

I realize that our government cannot be the answer to all cash problems, but the
subsidy for agriculture programs is woefully short and needs serious attention. In
many cases, the subsidy is the difference between a farmer covering expenses or not.
I can think of no other industry that requires so much capital for such a small po-
tential profit. I say potential profit because of weather and other factors beyond our
control could mean we incur heavy losses. So, my question to you is, “How can we
purchase $250,000 combines, $150,000 tractors, $400 per ton fertilizer, $3 per gallon
fuel, $1.75 per gallon propane along with high priced seeds and chemicals while our
commodity prices remain about the same?” On the other hand, we have a big cor-
poration like Exxo