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REVIEW OF FEDERAL FARM POLICY

MONDAY, JULY 31, 2006

HOUSE OF REPRESENTATIVES,
COMMITTEE ON AGRICULTURE,
SUBCOMMITTEE ON LIVESTOCK AND HORTICULTURE,
Sioux Center, IA.

The subcommittee met, pursuant to call, at 8:37 a.m., at Dordt
College, Sioux Center, IA, Hon. Robin Hayes (chairman of the sub-
committee) presiding.

Member present: Representative King.

Staff present: Pamilyn Miller, subcommittee staff director; and
Brent Boydston.

OPENING STATEMENT OF HON. ROBIN HAYES, A REPRESENT-
ATIVE IN CONGRESS FROM THE STATE OF NORTH CARO-
LINA.

Mr. HAYES. I hope you all will enjoy this hearing today as much
as I'm looking forward to being with you. Remember, this is your
hearing, not our hearing. Those of you on the panel, we particu-
larly appreciate your presence, your expertise, and your knowledge.
And I hope I say it more than once today, but what goes on in
Washington is directly impacted by what you do or don’t do. When
you all participate and bring your knowledge and experience to the
table, good policy results in Washington. But if you're absent from
the discussion, then, typically, results are not anywhere where they
need to be.

Steve King is a friend; a person that I've learned to know, re-
spect, and trust; someone that I look to in my role again for the
type of input that is based upon the constituents that he has. And
he’s been terrific. He’s someone that you can always count on and
has been extremely active and helpful in livestock issues, ethanol,
biodiesel, alternative fuels, which are the key to our economic fu-
ture in large part as far as I'm concerned. Also a key to our foreign
policy future. So as we take advantage in the right kind of way,
the potential that we have—and you all are leading the way in that
area and many others—then our future will be bright. Our best
days are still ahead.

We'’re all set. Let me introduce Pam Miller, who is the staff per-
son who handles livestock and other things for the committee. She
works in the committee office, not in our personal office.

Steve, you want to introduce Brent, and then you’ll help me do
the opening statements? Get through this formal stuff, we'll get
down to business.

(D
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Mr. KiING. I lost track. Over here on this side. Brent Boydston
does my agriculture staff work in Washington, DC. He’s here. And
I'd ask you to introduce yourself to Brent and get to know him be-
cause he’s the link to Wayne Brincks, who Wayne’s going to step
up here and the rest of you can see him, too, I hope.

I think you all know Wayne Brincks. Wayne covers 32 counties.
He’s been to all 286 towns. He wears out a pickup about every
year.

And I really want to thank both of you for being the anchors to
me when it comes to agriculture policy. That is the foundation of
our economy in this district and the world for that matter. So I ap-
preciate both of you.

And I turn this back for the chairman for his opening statement.

Mr. HavEs. Thank you, Steve. And make one more promotional
announcement. Brent and I have been talking a lot about this. I
have shamely worn this blazer today. If you'll notice the insignia,
that’s the Congressional Sportsmen’s Caucus, which is the largest
single group of Members, a bipartisan basis, House and Senate in
Washington. We deal with all types of outdoor issues. Steve’s a
very active member. Hunting and fishing is a big part of that. Any-
thing having to do with the outdoors. So if you think it’s blatant
advertisement, invite me back, come back to see more about your
agriculture, visit your farm, help trim the pheasant population.
Yes, you're probably right. OK. Got that out of the way.

First—and I've done this informally. I'll do it formally. I want to
thank all the witnesses and members of the audience for attending
today’s hearing.

As many of you may know, the House Agriculture Committee has
been traveling across the country over the last few months gather-
ing input from producers to help us craft the 2007 farm bill. Make
sure we get as many reasons covered as possible. Five subcommit-
tees are also holding farm bill hearings. And I'm pleased to be here
with a very, very good friend, Steve King, in his congressional dis-
trict meeting with Iowa producers.

I'm a firm believer that all of the best ideas do not come from
Washington. Hard to find somebody who’s from Washington, al-
though occasionally you will. They come from folks like yourself
who have common sense and good ideas and who work hard and
provide for their families and give back to their rural community.
The best way for us to do our job is to get direct feedback and input
from producers who use the programs in the farm bill, tell us
what’s working and what may need change or consideration in the
next farm bill.

Since agriculture is oftentimes a more regional issue, we look to
you for insight in providing a very, very valuable and necessary
Towa perspective. The Agriculture Committee held a hearing in my
congressional district in North Carolina back in the spring, and Mr.
King’s attendance was absolutely outstanding; again, to blend the
regional ideas and concepts together. I would anticipate we may
hear some common themes today, but I recognize we may hear
some different views as well. We certainly welcome all comments
because it helps us know what our colleagues are hearing from the
producers back home.
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Hearing instructions. Like any of our subcommittee hearings in
Washington, all witnesses will have 5 minutes to present their oral
testimony and then we’ll ask questions of the witnesses. As always,
I would note that anyone who wishes to submit a written state-
ment as part of today’s hearing record may do so up to 30 calendar
days after the hearing, which would be by August 30. Please see
Pam Miller, who introduced herself earlier, if you wish to submit
a statement. And additionally, all testimony and comments made
today will be made part of the official record.

I would like to thank our host today, Dordt College, for the hospi-
tality—and it has been terrific—and Dr. Curtis Taylor, who’s done
a tremendous job in working with us to make sure everything goes
smoothly for this hearing. And we appreciate all of his efforts in
agriculture and evangelism. Look forward to today’s testimony.
And then I recognize my good friend, the Hawkeye, Congressman
King.

OPENING STATEMENT OF HON. STEVE KING, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF IOWA

Mr. KING. Thank you, Mr. Chairman. I don’t think he’s referenc-
ing to what kind of a shot I might be but——

Mr. HAYES. He needs some work, but he’s not bad.

Mr. KING. As you can tell, Chairman Hayes and I have developed
a good working relationship over the years. And I want to espe-
cially thank you for coming here to Iowa.

Many things going on in North Carolina, not to mention a politi-
cal campaign that dispose a lot of our Members to go campaign
throughout August. And they think that September, going back to
Washington, is an interruption to their campaign duties and then
breaking and going back to campaign all the way up to November.

But Robin Hayes is here with us in northwest lowa today and
also the staff that’s here. I want to point out that this is our oppor-
tunity to showcase some of the things that we do very well here.
And not only is it something that Chairman Hayes will absorb and
take with him but also the staff. And your testimony that goes into
this record is something that will be reviewed by the staff of the
entire Agriculture Committee as we put together this farm bill
that’s coming up for 2007. And so I'm looking forward to putting
some of these things into the record.

But I also have the opportunity to showcase the things that are
so essential to us here and the things we do so well, in northwest
Iowa in particular. And sitting here in this county in this congres-
sional district, this western third of Iowa that I have the privilege
to represent, is one of the top five corn-producing congressional dis-
tricts in America and it is the top soybean-producing congressional
district in America. And you add to that the agriculture production
that has really skyrocketed in the last few years, and we’re up
there where we’re competing for that title as well in this district,
in this county—one of the best corn-producing counties anywhere
in the country—but a net importer of corn because of the livestock
concentration here.

And so this area embodies the strength of our core traditional ag-
riculture as we see it and at least in the Midwest and in the Corn
Belt. And that’s one of the reasons why I wanted to be sure that
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we had a hearing in this area, in this region somewhere, so we
could gather that kind of testimony.

And as I look at the witnesses across here almost every one of
you have provided substantial—I'll say just substantial—agricul-
tural policy input directly to me, and I appreciate that. I appreciate
the way that you all work with our staff here in the fifth district
and a chance to have our fingers on the pulse of what’s going on
with agriculture.

The renewable fuels issue needs to be considered here as well.
And I look at the fifth district, and we are very close to being in
the lead on ethanol production for congressional districts, and that
would be that—I think Tom Latham’s district in the north central
part of Iowa is the lead ethanol production congressional district in
America. But I tell him that we’re right on his tail, breathing down
the back of his neck, ready to catch up with ethanol production and
perhaps pass his district.

And the count on how many ethanol plants are up and running
and will be running—I've been working with a number of perhaps
13 to 14 in this congressional district. All the biodiesel production
in Iowa is in this congressional district. That won’t last long, but
we will stay ahead for a long time.

So those things are cutting edge.

Also, we have cutting edge biotech, plant and animal science, and
we’ll hear some of that here today. And I'm looking forward to that
testimony.

In fact, Dr. Struve’s briefing to me some year and a half or so
ago was the single most fascinating briefing that I received in agri-
culture in anytime that I've had before or after I went to Congress.
So I'm looking forward to this testimony and looking forward to the
opportunity to ask some more questions from each of our witnesses.

Especially I want to thank you, Chairman Hayes, for being here,
scheduling this hearing, and the opportunity to showcase north-
west Iowa. And then if you could have brought some rain with you.
It’s a little damp over there on the east coast. It would have been
nice to bring it back. But we know where the rain comes from and
we’ll be patiently waiting for Him to send it to us when He’s ready.
Thank you.

Mr. HAYES. We'll have to include that in our closing prayers.

Without further ado, I'm going to let Congressman King—I have
learned how to pronounce “Fluit”, but I may mess up on the next
one. So I'm going to let Steve introduce all of our witnesses.

And just another quick bio bit on me. I'm in the farming busi-
ness. More into other businesses. I'm not a lawyer. I'll make that
pronouncement real early. I grow Johnson grass on one farm. Not
by design. Trying to raise a few deer and keep choking out the clo-
ver. But down in South Carolina, I have a considerable farming op-
eration with corn, cotton, soybeans, peanuts, and big deer as a by-
product of that so—I'm also on the Transportation Committee and
Armed Services Committee.

Steve?

Mr. KING. Thank you, Mr. Chairman. I will introduce all the wit-
nesses on this panel at one time.

I'd first like to introduce on my left, Mr. Bill Scheitler, a cattle
producer from LeMars, Iowa. And Bill has been very active in the
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National Cattlemen’s Beef Association and also the ICA, the Iowa
Cattlemen’s Association. I find Bill to be one of the lead thinkers
of the strong, really thoughtful voices in livestock production, par-
ticularly with cattle in western Iowa.

And then I mentioned earlier, Dr. Rexanne Struve. The sheet
says hog producer, Manning, Iowa. When you hear her testimony,
you’ll understand she’s taking it up to another level. But also a vet-
erinarian and an interesting and an impressive operation going on
in Manning, Iowa that I had the privilege to visit.

And then next on the panel is Mr. Mark Leonard, who is a pure-
bred Limousin breeder from Holstein, Iowa and also in the banking
business. An individual I’'ve had the privilege of working with over
the years and then one of my—certainly I call a friend of the fam-
ily, as well as to the agriculture.

And then Mr. John Fluit who has an impressive feedlot operation
going on out of Inwood, Iowa, and I've been to his operation as
well. And I thought he was going to let me do chores one day; but
he took me off the hook, and we talked politics instead.

So that’s our panel. It’s an impressive panel. And I appreciate
you all being here.

Mr. HAYES. Who would you like to have first?

Mr. KiNG. I think Mr. Scheitler.

Mr. HavES. We were a little late getting here because we were
trying to put to death the death tax. I think we’re almost there.
Keep your fingers crossed and call constantly and encouragingly to
your own senators and all the others as well.

Excuse me, Steve.

Mr. Scheitler, would you proceed.

STATEMENT OF BILL SCHEITLER, CATTLE PRODUCER,
REMSEN, IA

Mr. SCHEITLER. First of all, I'd like to welcome you to northwest
Iowa. You’re welcome here anytime. Feel free to come back.

Congressman King, we appreciate your efforts in putting this to-
gether, too. It’s a real attribute to both of you folks to be here today
to show the importance of agriculture to all of us in northwest
Towa.

Mr. Chairman, Congressman King, I want to thank you for the
opportunity to present my ideas and those of many Iowa cattle pro-
ducers regarding the 2007 farm bill.

My name is Bill Scheitler, and I'm a cattle producer from
LeMars, Iowa. I'm also currently president of the Iowa Cattlemen’s
Association.

As the Nation’s largest segment of agriculture, the cattle indus-
try is focused on continuing to work toward agricultural policy that
supports a reduction of the Federal deficit while assuring funding
for farm bill priorities, without agriculture bearing a disproportion-
ate share of the reductions; minimizing direct Federal involvement
in agriculture production methods; preserves the individual’s right
to manage 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.

For the U.S. beef producer, we believe trade is the single most
important issue affecting the cattle industry today. Trade, or lack



6

of it, has the potential to impact the long-term health of the beef
industry. Iowa cattle producers are strong believers in inter-
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 the Market Access Program
and the Foreign Market Development Program, which help expand
opportunities for U.S. beef. 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 are encouraged that trade may resume with Japan,
and we will continue to fight to get our product into several other
countries which historically have been good trading partners.

In trying to deal with and mitigate the effects of animal health
emergencies on our business and trade, we believe in participating
in a privately held animal identification system. That system now
exists and is under the administration of the U.S. Animal Identi-
fication Organization. It is administering 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 ani-
mal health emergency.

One concern I have about the USDA National Identification Sys-
tem is that it is not moving at the pace that it should be. It seems
to be stalled; possibly, at best, treading water. I want it to progress
much faster. The NAIS program may need some impetus to encour-
age more participation. And we as cattle producers need to have a
system in place and operating well. Currently that system is being
developed, but to say that it is being very well encompassed by the
industry is probably an understatement.

Conservation and environment are also an important issue.

Our livelihood comes from the land, so careful land stewardship
not only makes good environmental sense, it is fundamental to our
industry to remain strong.

One program cattle producers value and participate in across the
country is the Environmental Quality Incentive Program, or EQIP.
A problem encountered with EQIP is that by arbitrarily setting nu-
merical caps that render some producers eligible and others ineli-
gible, the success of the program is limited. Addressing environ-
mental solutions is not a large-versus-small operation or issue. All
producers should be afforded equal access to cost-share dollars
under programs such as EQIP.

Other programs many cattle producers would like to enroll in to
reach their environmental goals include CSP and CRP. However, to
enroll, producers must stop productive economic activity on the
land that is enrolled. We support the addition of provisions in the
next farm bill that will allow increases in managed grazing on land
enrolled in CRP. We believe that programs should be implemented
which allow annual managed grazing programs rather than only
once every 3 years.

In terms of energy, I believe the farm bill can help to provide re-
search funding for integrated production systems and integrated
business models to manage risk and attract new capital.
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Due to the construction of many new ethanol plants in Iowa and
the co-products that are a source of high protein livestock feed, the
Iowa cattle industry is poised at the brink of major expansion.

Energy policy that provides research funding, supports renew-
able fuels such as ethanol will help young people enter agriculture,
improve our local economies, and revitalize our rural communities.

In conclusion, the Iowa cattle producers simply want the oppor-
tunity to operate our business to provide a high quality product for
the American consumer. We want to work with you in developing
a Federal agricultural policy to find the best ways of using the ex-
tremely limited funds available to conserve our resources, build our
industry, and provide for individual economic opportunities.

Thank you very much for your time today and welcome to Iowa.

Mr. HAYES. Thank you. A couple quick add-ons. Again, this is a
formal but informal hearing, and we like to conduct it in ways most
effective for you. We have a light system here. Five minutes on
green, and red means time’s expired. So if a witness wants to con-
dense their testimony or not even use it, the testimony’s already
in the record. If you want to make comments on other subjects or
add to, that’s perfectly admissible.

I failed to mention in opening remarks that Steve and I are both
very, very active in the whole issue of radical animal rights folks
who are doing all kinds of things that threaten not only farmers
but our economy and everything else. And that’s something very,
very important.

I thoroughly agree on animal ID. The U.S. Department of Agri-
culture has been glacially slow. Honestly, my position has been—
and Steve has been very, very helpful—a voluntary animal ID Pro-
gram. Get the job done and get it done now. And we’re very close
to that. We pretty much convinced the Department of Agriculture
that 2009 is far too late in terms of a deadline. We can do it much
quicker. And the cattlemen have gotten a little bit behind in orga-
nizing that voluntary system for them. There’s some intramural ri-
valry between various organizations about it. But the fact remains
is that it’s there, it’s a marketing tool, it’s there. We want to pro-
tect confidentiality of information by doing it on a voluntary basis.
It keeps the Government out of it.

They came up with their voluntary plan, which was a mere 70
pages long. And I asked Pam as recently as last week, I said, Pam,
condense this down to one page, and let’s get on with the show.
And that’s kind of where we are.

You want to comment on that, Steve?

Mr. KING. Well, I share the frustration that we’ve heard from
Mr. Scheitler this morning. And I talk about that subject, which
I've asked the question around some of the hearings around the
country—and I've been to eight different hearings in California,
New York, Nebraska, Indiana, North Carolina and Alabama and in
some of the places I asked the question—not in North Carolina—
but I asked the question: What’s your sense of urgency on moving
forward with the livestock ID plan.

And the message I got back from the cattle producers in Indiana
last Monday was: Well, we think we ought to get there.

And I said: What kind of time frame?

Oh, perhaps a couple years.
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That’s what they would have said 2 years ago, and they wouldn’t
have said 2 years. They would have said, well, maybe a year to
year and a half to be able to see where we’'re—or at least how to
get it implemented and get it in place.

There’s a sense of complacency out there because we’ve been able
to deal with the BSE cases without a shock to our market and
that’s why I think we’re sitting here and not able to get this thing
moved off the dime.

Bill Scheitler sees the urgency for it. Because once the urgency
arrives and everybody understands that, it’s too late. And they're
shipping cattle now out of Canada that have RFID ear tags in
them at birth from the original premises, and that’s been going on
since at least last April. These calves were born, fed, finished and
they’re segregated, slaughtered all in one group and shipped to
Japan because they can trace that livestock back, and that’s an im-
portant part of this.

And then I want to also mention the radical animal rights people
out there. We're going to have a horse slaughter bill brought to us
in September that—a very powerful and strong effort to ban the
slaughter of horses for human consumption in America. We don’t
eat very much horse meat in America, but the French and the Bel-
gians, some of the other people do that. It’s a matter of their prac-
tice. And horses are livestock, and they need to be treated like live-
stock. There are about 90,000 horses a year I think that are
slaughtered in three different plants in America and then it helps
our balance of trade. But if we don’t have a market for horse
slaughter in America, what it does, it drives down the value of all
the horses in America. And it puts them out to a pasture where
they’ll be starved, abused, or maybe just shot and sent to rendering
or pulled over the hill for buzzard bait.

We manage our horses with respect. People love horses. I don’t
know anybody that doesn’t love horses. But to elevate them to a
higher form of life than the rest of livestock and, in fact, elevate
them to a higher form of life than some of humanity is a bridge
too far for me. And we'll be fighting that when we come back in
September.

And then I would just throw one more thing into this radical ani-
mal rights issue just to broaden the subject a little. And that is,
there was a bill they brought before the Judiciary Committee a
year and a half ago, maybe close to 2 years ago now, and it was
a bit of a surprise that it came. Sometimes things come at you pret-
ty quickly. And there was one that said, in effect, if you haul a
chicken across a State line and you knew or should have known
that that chicken would get into a physical altercation with an-
other chicken and someone would bet upon the outcome, then that
would be a Federal felony punishable by 2 years in the Federal
penitentiary.

OK. Cock fighting, dog fighting, we don’t allow that in this State,
and it’s only legal in about two States. And I think that’s a State’s
rights issue.

But I brought this comparison up, and that is that if a sexual
predator can impregnate a teenage girl—mow that’s a crime every-
where that I know of. But if he can pick her up at the playground
at the junior high school and take her across the State line to get
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her to get an abortion, bring her back and drop her off at the play-
ground again and there’s no Federal law against that and we can’t
get that legislation passed even as a misdemeanor, that would be
less than a year in the penitentiary, who we’d elevate hauling a
chicken to 2 years in the Federal penitentiary, that’s another one
of those radical animal rights issues that they’re driving.

If they would stratify all the species—and they still at this point
leave human beings at the top, but they want to put different val-
ues on different species. And I think we see this as livestock and
people being two distinct categories. And so that’s the things that
I see that are out here with regard to their radical animal rights.

And I yield back to the chairman.

Mr. HAYES. Thank you. Absolutely vital. And those in the audi-
ence who would like to ask questions, hopefully we’ll have time
later, and if not, write on a piece of paper and we’ll comment on
it as we go along. We'll try to quit being so distracted.

Dr. Struve.

STATEMENT OF REXANNE STRUVE, D.V.M., HOG PRODUCER,
MANNING, IA

Dr. STrRUVE. Thank you, Mr. Chairman, Mr. King. I'm Dr.
Rexanne Struve. I'm a veterinarian in western Iowa. And besides
having a veterinary practice, I own a specialized laboratory called
Struve Labs.

Now Struve Labs produces pigs by the gold standard method for
clean stock derivation. And these caesarian-derived, colostrum-de-
prived pigs are born within a sterile bubble by caesarian section,
then they’re taken to a biosecure laboratory where they’re raised
without colostrum, or the mother’s first milk. And this means that
these pigs haven’t been exposed to the bacteria and viruses that
are present in the mother sow’s body.

Now in the 1960’s and 1970’s, this method was used to produce
SPF or specific pathogen-free pigs to start clean herds on farms.
And I suspect a few in this audience may remember the SPF pro-
gram, which is still in effect by the way. The SPF program was
started by veterinarians to fill an agricultural need, which was
clean pigs that could go to market faster and cheaper by eliminat-
ing profit-robbing diseases.

In the recent past, these CDCD pigs have been used primarily
for FDA-required safety and efficacy tests of vaccines that are used
in U.S. swine herds. Struve Labs works for all of the big companies
that produce swine vaccines, so we have a national recognition of
our name. These pigs are also used to study emerging swine dis-
eases, since CDCD pigs are free of confounding factors which may
skew the course of a disease entity. They are a very important
source of clean pigs to the industry, not only the farm source indus-
try bill but also the pharmaceutical and biological industry source.

While swine vaccine trials remain the core of the present busi-
ness, Struve Labs has begun producing antibodies for use in treat-
ing human diseases. Work has also been done on the development
of transgenic pigs, which carry enough human genes to allow the
use of pig organs to replace human organs. And this has huge im-
plications in the treatment of human maladies such as type II dia-
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bef!:es; heart, liver, and kidney failure; and burn wounds to name
a few.

Future plans for Struve Labs include raising small numbers of
these unique pigs in specialized units on family farms, and these
will be in close proximity to a central surgical facility. From these
animals, this hospital will harvest organs which will then be flown
to transplant centers all over the United States to meet the short-
age of organs for people in need. Now the need for educated, high
level positions such as surgeons and technicians will profoundly af-
fect the local area and its economy in western Iowa. Sioux Center
has seen the same effect with the progression of Trans Ova.

Struve Labs began as Merrick Labs in Manilla, Iowa, and it has
expanded throughout the last 45 years. It provides jobs and oppor-
tunities for local people to work and improve their skills and
wages. It has progressed to an entirely different business now, with
global impact and possibilities. And this is a huge boon to western
Towa.

Any legislation that can help producer entrepreneurs to produce
their businesses in agriculture in rural America would be welcomed
and appreciated. The term “producer” may include agribusinesses
like Struve Labs that are using crops and livestock previously con-
sidered commodities, to improve the health and well-being of hu-
mankind and to provide improved livelihoods in rural Iowa and
America. Any programs that would be used for helping to train our
people while they're on the job instead of having to go off to school
would be a huge help. And I'm not versed well enough in the farm
bill to give you varied specifics on that, but those are ideas.

Big ideas don’t always come from big companies. With the chal-
lenges, opportunities, and possibilities coming  with
xenotransplantation, which is the taking of tissues and organs from
one species to another, and human antibody production, anything
that can be done to encourage the growth of small entities in rural
communities will help.

The evolution of Struve Labs and agribusinesses like it which
will help the human and animal populations need room to expand
and grow. An environment which is friendly to new ideas and agri-
businesses is imperative. I make a point here specifically about
businesses which are previously—use animals or livestock pre-
viously considered just commodities to help people in the future.
Thank you.

[The prepared statement of Dr. Struve appears at the conclusion
of the hearing.]

Mr. HAYES. Thank you. Mr. Leonard.

STATEMENT OF MARK LEONARD, CATTLE PRODUCER,
HOLSTEIN, IA

Mr. LEONARD. Mr. Hayes and Mr. King, thank you for coming.

My name is Mark Leonard. I am a cattleman and a banker from
Holstein, Iowa. We sell purebred livestock. We’ve got customers on
five continents. And as a banker, I have customers in four States.
But I'm also an investor, an owner, and a financier of the renew-
able energy industry. I believe in it. I believe it will, in fact, lead
Iowa to an economic renaissance that we have not previously seen.
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And yet the success of that industry will, to a large extent, be de-
pendent upon the livestock industry that we have here in Iowa.

Mr. King, I think you know that I have as much difficulty with
5-minute time limits as you do, but I'll do the best I can.

Mr. HAYES. Thank you for saying that.

Mr. LEONARD. And so some of the things that have previously
been said I will try and not repeat; however, some of them, in fact,
are important enough that they need to be emphasized again.

We all agree that agriculture is necessary to the vitality of Iowa’s
economy and that a stable food supply is critical for all Americans.
And it’s a legitimate national security issue. But we must also rec-
ognize that farm programs have been and continue to be a form of
social engineering; therefore, I think it behooves us to resolve to
use farm programs for desirable outcomes that will serve the great-
er good of rural America.

Three issues I wish to address. One of these may surprise you,
Congressman King, but one of those is farm payment limitations.
The other is the usage of CRP lands and just a kick quote on the
equitable and fiscal soundness issues that should accompany our
crop insurance programs.

I firmly believe that whatever we tax we get less of, and what
we subsidize we get more of. We have subsidized consolidation of
agriculture in this country, and we have gotten it. I think we
should determine to subsidize families, not consolidation and de-
population. Consolidation hurts rural economies.

In Towa, the smallest average farm size county, in fact, has the
highest per capita income county—or is the highest per capita in-
come county in the State and the county with the largest average
farm size is Iowa’s lowest per capita income county. So it has hurt
us.

In addressing the payment limits, which I believe is the lack
thereof, has led to the consolidation. I think it’s important to first
acknowledge that all Americans support free enterprise. We respect
those individuals who work hard and have built great successful
businesses. But if those successes are achieved as a result of the
use of other’s tax dollars, a critical reevaluation of the social and
economic impacts to rural America would suggest that changes are
needed. The largest farm operations have been able to raise their
families, update equipment, and acquire land with sizable program
payments without the actual necessity of making a profit from the
production of program commodities.

And for that reason, I do believe that it’s difficult for anyone to
truly suggest that any American should expect their Government
to provide hundreds of thousands of dollars per year every single
year to any family simply because of the occupation they choose.
With rural payment limits in place, the competitive advantages
will then accrue to those who truly are the most ambitious, the
most efficient, and the most desirous of making a living in produc-
tion agriculture, which will help breathe life back into our rural
communities.

Along with a couple of things I wanted to say, I do want to truly
emphasize some national security issues. Part of that comes with
the National Animal ID system but also with our border security.
The fact is anybody can walk into this Nation any day they want.
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We don’t know who they are. We don’t know what they have in
their pockets. And if somebody would walk across our border with
a vial of foot and mouth disease and infect as few as 10 livestock
operations——

Mr. HAYES. If anybody knew that, please

Mr. LEONARD. I understand. I hope we’re in a safe crowd here.
But the fact is that small amount of infection could, in fact, elimi-
nate our ability to produce meat in this country. We have to control
our borders, and we have to know what they have in their pockets.
I'm not suggesting I know what number of people should come
here. I just know that we have to know who they are and what
their intentions are.

Livestock production is the original value-added industry for ag-
riculture. Those unlimited payments that are available in some of
our programs in the farm policy today have created an environ-
ment that encourages pure row crop production and it’s discour-
aged the production of hay and rotation pastures even to the extent
of crop-based acres being lost to those producers who, in fact, have
done the right thing from a conservation and diversification stand-
point and raised livestock and hay and pasture. Those things are
also the conservation-enhancing programs that we, in fact, should
encourage instead of discouraging.

CRP has, without question, been a popular and useful program
in the opinion of most Americans. Those environmental benefits
have been significant and should not be given up. But we need to
find a way to use CRP for economic advantages with a controlled
and managed grazing program that’s predictable and consistent
year in and year out.

I see my time is up, and I will try and respect that and stop.

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

Mr. Haves. Well, think about additional comments you may
want to make. And when we get into the question period, we can
put it into questions from us and expand on it.

There’s so many good points being raised here, Steve.

And I support a very, very strong border security bill, and it’s
good that it passed the House. We are stopping many of the border
incursions that were just being looked the other way at recently.
So that’s going on.

Too many comments. Introduce the next gentleman. I heard you
pronounce his name right. Let’s see if you can do it again.

Mr. KING. I think I can do that. And the next witness I'm going
to introduce is Mr. John Fluit, a cattle producer from Inwood.

And I look forward to your testimony, John.

STATEMENT OF JOHN FLUIT, JR., CATTLE PRODUCER,
INWOOD, TIA

Mr. FLurr. Thank you, Congressman King and Congressman
Hayes. Good morning.

My name is John Fluit, Jr., from Lyon County, Iowa. I would like
to focus on funding of the Environmental Quality Incentives Pro-
gram, or EQIP, in the new farm bill.

But first a little background on my family and situation. My wife
of 17 years and I and our four young children own and operate a
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row crop and beef feedyard operation. I am a fourth generation
Lyon County farmer, my wife is a fifth generation Lyon County
farmer, and hopefully our children will have the opportunity to be
sixth generation Lyon County farmers.

My wife and I were off-farm employed the first 10 years of our
marriage. After 10 years, we had saved a little over $100,000. We
then purchased a beef feedyard and the right to rent some land for
$180,000. The feedyard was larger than a thousand head capacity
and, therefore, classified as a CAFO or a concentrated animal feed-
ing operation. At the time, we hadn’t even heard of such a thing,
let alone what the acronym CAFO meant. My wife and I felt it was
large enough to provide enough income for both of us and provide
a positive environment to raise our children in. The point I'm try-
ing to make is that some so-called factory farms or CAFOs are
owned and operated by young beginning farmers without a lot of
equity or financial backing from their parents. This happened 8
years ago.

A few years later, the nightmare began. We were told that even
though we had already made vast improvements to manure han-
dling over the previous owners, that we would have to spend an-
other $260,000 of direct costs and another $40,000 of indirect costs
to be in environmental compliance. Another problem with environ-
mental compliance is differing rules between the Environmental
Protection Agency and the Iowa Department of Natural Resources.
Another headache in and of itself. Fortunately, about $84,000 of
EQIP money became available and also some money through a
grant received from the Iowa Cattlemen’s Association for alter-
native technology sites. I am one of five or six alternative tech-
nology sites located across the State of Iowa. Without this money
and a good year or two in the cattle industry, we would have be-
come another young farm family that couldn’t make it.

I would like to make the following points concerning EQIP in the
new farm bill.

Point one: I believe EQIP dollars are absolutely essential to the
continued health of the beef industry, especially in light of over-
bearing environmental regulations. My own example of a $180,000
feedyard needing at least $260,000 of environmental improvements
I think proves this point. How do you go to your bank and ask for
a loan that will have zero monetary return?

Point two: Because of the high costs of environmental compli-
ance, I would ask that you be a little careful on what sort of pay-
ment caps are put on EQIP funding. Many large or so-called fac-
tory farms are actually farm corporations involving several family
members or, such as my family, a husband and wife team. We all
know that the days of making a living on a quarter section farm
are gone; just like farming with horses, John Deere tractors, and
swings in the haymow. I would also point out that in Iowa, over
50 percent of the cattle—this is on a side note here—are ready
raised by CAFOs. And if we didn’t have the environmental restric-
tion at a thousand animal units, if you count the people that are
999 head, I would dare to say somewhere between 75 and 80 per-
cent of the cattle in Iowa are raised by so-called factory farms.

Point three: In Lyon County, 30 percent of our jobs are directly
related to agriculture, and livestock is quite concentrated. There
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are 35 unfunded EQIP projects in Lyon County right now. We can-
not afford any cuts in EQIP with the current environmental regula-
tions. I do like the current goal of 60 percent of EQIP dollars going
towards livestock.

Point four: Livestock, especially cattle, are vital to ethanol pro-
duction. Approximately 40 percent of every bushel of corn that goes
to ethanol production comes back as cattle feed. On this same
point, I would also mention that cattle feeding is one of Iowa’s old-
est value-added industries.

Point five: I would also like to see further promotion of alter-
native technology systems to control feedyard runoff. These sys-
tems are environmentally friendly and will be half the cost of con-
ventional systems once proven. These systems are also neighbor-
hood friendly, which we all know is more and more important as
the understanding of food production becomes more complicated for
our rural and urban friends to understand.

I would also like to say that I like most aspects of our current
farm bill. And in closing, I would like to thank you for the oppor-
tunity to be here today, and I would be happy to answer any ques-
tions to the best of my ability. Thanks again.

Mr. HAYES. Thank you, sir.

And, Steve, with your permission, I'm going to give each one of
you 30 seconds to go back down the line and any comments you for-
got or want to make—you’ll get another shot later—but while it’s
fresh on your mind, anything that you wish you had said that you
didn’t say or would like to bring up.

We’ll manage time as well as we can. I think that would be help-
ful.

Mr. Scheitler.

Mr. SCHEITLER. I understand that you realize the importance of
animal ID. But as was described here before, if we had any case
of foot and mouth disease or something in this country, I simply
do not believe that we’re prepared. And it’s always nice to be pas-
sive, and we can be reactive in some instances, and the industry
can survive; but I believe this is part of our industry that we need
to be proactive on and just not let it set there and hope that the
best happens.

Mr. HAYES. Just a quick comment. There are very active strate-
gies in place and actually at the war college—I mean this is a huge
national security—a number of scenarios of H&D, BSE and others
have been strategized and role-played to try and develop at least
a reasonable strategy case if that should happen.

I was kind of joking with Mr. Leonard with not letting that word
get out. It’s certainly something that has tremendous potential.

Dr. Struve?

Dr. STRUVE. I would just like to make a point—and it was well
made here—that with small family farms there are things that
need to be done to protect them and help them. And a business
such as Struve Labs, while being actually a not-commodity busi-
ness entirely, will help tremendously in the future with keeping
small parts of industry on small family farms. And I believe that’s
extremely important.

Mr. HAYES. Very important.
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Mr. Leonard, social engineering is alive and well in this particu-
lar hog market with liberals on the left, and we need to be con-
scious of that. The folks on the left may be successful in my John-
son grass farming because that’s what they’d like for us to be eat-
ing instead of—anyway, no internal combustion needed. Sorry for
that. Go ahead.

Mr. LEONARD. How does that stuff taste by the way?

Mr. HavEs. Well, I haven’t tried it yet. When you see people
wearing lettuce leaves walking the halls of Congress, you need to
be a little concerned.

Mr. LEONARD. I want to just quickly retouch on two things. One
is the National Animal ID system. Simply because if we do have
that disease outbreak, if we have the National Animal ID system,
we have a chance at least of identifying some animals that, in fact,
are secure so we can at least maintain and salvage the core produc-
tion that is within the country.

The other quick just retouch is: I really do believe that we need
to find a way to create a grazing program on land that is currently
in CRP and probably on a declining payment level but allow pro-
ducers some income while they rebuild the infrastructure—the
water systems, the facilities, the fencing—and rebuild the cow
herds. Once those things are in place and at the end of 10 years
when the payment incentive would end, if everything’s in place, 1
truly believe that those lands will stay in pasture and hay ground
because the cow herds are already there and reestablished.

Mr. HAYES. Again, comment anytime you want to, Steve.

Animal ID is very, very important that it not be imposed by the
Federal Government; it’s very important that we use it as a tool
to add value to our livestock; very important to the security meas-
ure. We have that. We’re much closer than you think.

Done through the private sector and through the farm commu-
Hity, innovation and new techniques are emphasized, cost is driven

own.

If Government takes it, it’s just the opposite. As soon as they say
we've got it, everybody quits developing technology that may be
more appropriate for your particular operation, and the cost is fro-
zen and starts to go up. Same thing, again, about the confidential-
ity of the information.

But we’re much, much closer than you would think. And Pam
and I have been working really hard on a weekly basis. One page,
you guys: Where did the animal come from? Where did it move?
Just the absolute basics.

Now if you in the farming community want something much
more sophisticated because of the marketing program you have,
that should be available to you. But somebody who has five cows
who doesn’t want to be involved should not be taken into that sys-
tem. So that’s kind of where we are. Were better off than we
thought.

Steve, you pass?

Mr. KING. I pass.

Mr. HAYES. OK. Mr. Fluit.

Mr. FLUIT. Thank you. On that animal ID thing, that’s not my
main comment but—and I won’t discuss it, but I can think of
things that would make the hair on the back of your neck stand
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up on end. And if I decided to join them guys, there would be a
lot of dead livestock in the United States.

Mr. HAYES. That’s not what we want to see.

Mr. FLUIT. My main point I would like to make is—this is not
a smear on Mr. Leonard by any stretch of the imagination, but
we’ve got to be a little careful on our fantasy world that some peo-
ple live in. As I said, earlier B John Deeres, swings in the haymow,
guarter section farms, it’s not going to go back to that, people. Let’s
ace it.

A lot of these so-called factory farms, especially in northwest
Iowa, are family corporations. And I guess I don’t know what the
exact answer is, but I think payment caps with common sense.
There is probably a place for that; I agree. But you’ve got to be a
little bit careful there. Not any farm but most farms in my opin-
ion—and I said my opinion—that actually can support a husband
and wife team is to the size of what, in most people’s fantasy world,
would be a factory farm. Thank you.

Mr. HAYES. Now interestingly, if the payment program were
done correctly, theoretically, you wouldn’t need a cap on it. But if
it’s done incorrectly, then a cap is someplace where you kind of
logically end up. So we need to work on the system in the front
rather than the back. It’s just an observation.

I've got a farmer in my district, he and his family have about
8,000 acres, it’s pretty big even in our part of the world. And he
takes his family to the beach every year. He had 74 members there
last year, and that was half of them. So I think he’s a factory fam-
ily instead of a factory farm.

Steve, I cut you off. Do you have any questions for our witnesses?
I'll let you start.

Mr. KiNG. Thank you. I have a series of questions.

And first I want to turn to Mr. Scheitler. And I know that we
had some extensive discussions over time. You've been engaging us
as we talked about the livestock ID plan. I see it also from a politi-
cal perspective, as well as a policy perspective. And we’ve come
down to this question of voluntary versus mandatory. And some-
time back to USDA, and I think a couple years ago, said they
thought they could protect producers from the Freedom of Informa-
tion Act claim. And that was their lawyers that said that. But we
all know that if you’ve got two lawyers, you’ve got an argument.
So I didn’t have confidence that they were really right on that. And
then there was that issue of protection from the Freedom of Infor-
mation Act, and I think we have to provide that statutorily. And
I don’t think there’s really much disagreement on that within the
industry.

But then the next step is: How do we get there quickly, and what
kind of level of participation by producers would you think is ade-
quate to satisfy the Japanese? For example, if we let the plan come
together on this voluntary basis at the pace that it’s coming to-
gether now, what percentage of participation does one need to ar-
rive at before the Japanese are going to say that’s a legitimate live-
stock ID plan? Bill?

Mr. ScHEITLER. Well, I think our exports are going to be limited
by our participation if we don’t reach that number, and that num-
ber may be 60 percent, 70 percent, 80 percent. I don’t know which
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it is. But we are going to be limited in our export ability to other
Asian countries. And probably not only the other Asian countries,
we're going to see a demand for more source verification and ani-
mal ID right in this country. It’s a sales tool is what it is. Our beef
is safe and it’s safe all over the world, but people would like to
know the source and sometimes the age of them animals. It’s not
only going to be at our back doors. It’s going to be important for
our export markets all over the country. It’s going to be demanded
by retailers. We’ve heard some retailers talk about it already, the
McDonald’s and the Walmarts of the world. I think it’s an area
that we need to—if we don’t somehow give the—I don’t know if an
incentive is the right word. Nobody likes to use the term, make
anything a requirement, but if we cannot get there somehow and
somehow quickly, we’re going to have to use some means, some
means to get producers to participate.

Mr. HAYES. In my area, 94 percent of the folks in one livestock
market have signed up. They're ready to go. There have been some
incentives through premise ID funds from USDA, so there’s a little
bit incentive out there. And again, I don’t want to be social engi-
neering, but to get the system up and going, I think we’re much
closer than folks think.

And I'm going to thank the media for being here today.

Steve, if you're in Washington, you just don’t see this kind of par-
ticipation on agricultural issues. It has to be something controver-
sial or whatever.

But thanks to the media for being here and helping people un-
derstand that we’re very serious about this.

And a quick question while we’re talking to Mr. Scheitler. The
whole issue of alternative fuels and distilled dry grain for cattle
feed, kind of bring us up to date from an Iowa perspective on how
important that is for value-added and other issues.

Mr. SCHEITLER. It’s extremely important to our industry. And
sometimes we dwell on the cattle industry and how beneficial it is
to the cattle industry because that is truly a fact. But it’s also very
beneficial, some rural communities need that impetus. We have
young people, we have more farmers that can be involved.

The byproducts from the ethanol plants, provide excellent feed
stuffs, give young people maybe an opportunity, and it actually re-
vitalizes our rural communities. For years, probably generations,
some rural communities have suffered throughout this Nation, not
only in the State of Iowa. But the biofuels industry is a real at-
tribute to basically I believe the long-term economic health of our
State.

Mr. KING. Let me just change the subject just a little bit. And
I want to make sure we don’t run out of time before I have an op-
portunity to hear from Dr. Struve. I put the commercial about this
in the front of the testimony, but I'd ask you, Dr. Struve, if you
could talk a little more about the future for organ transplants from
swine and how many organs potentially—where that could get us
in 3 to 4 years and what might be about 15 years down the road.

Dr. STRUVE. OK. Right now the transgenic animals that carry
human genes allow the transplant of hearts and kidneys and livers
out of pigs into baboons, and those baboons are living for about 6
months. So they have transformed enough genes in the pig so that
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they could use these hearts, livers as a stopgap method until a
human heart or liver becomes available for transplant for some-
body needing one.

Within a year or two—they are constantly changing more of the
genes in these pigs to carry more of the human genes, so within
3 to 4 years they should be able to take hearts—mnow I just want
to talk about hearts especially because that’s where most of the
work is being done—out of these pigs and put them in humans and
keep them alive for years, possibly for the rest of their natural life.

Just as today when we take a heart out of one human and put
it in another human, the recipient human has to remain on an
anti-rejection drug for the rest of his life. They’re working on proto-
cols now to reduce the amount of drugs needed to keep the recipi-
ent alive with the human transplant heart.

Within 2 to 3 years, we think that they’ll have enough genes
changed in pigs so that humans can receive a pig heart and remain
on the same anti-rejection program that people are on now when
they receive a human heart.

So within a very few short years, we should be able to provide—
and we need a clean source of these pigs that we would take out
of—take organs out of pigs and put them in humans.

Within 10 to 15 years, we believe that it will be kind of a cookie-
cutter operation where we can take at least nine organs out of pigs.
We can take the heart, liver, two kidneys, lungs, and use the large
and small intestines and skin.

Right now they’re already using pancreatic cells out of pigs, put-
ting them in titanium capsules and putting them in the bodies of
diabetics. And the pig cells then will release insulin as required by
the human body. The titanium capsules are OK because the body
recognizes that as something that’s not totally foreign. They do
have to be replaced every two to 3 years apparently, just like your
pacemaker batteries need to be replaced. But they are already
using pig pancreas for treating diabetes in that form.

And they’re using pig livers in the form of a machine; that the
human blood can be dialyzed through a pig liver or through a ma-
chine that has a pig liver. And the pig liver acts as the human liver
would.

They cannot put the pig organs into the human right now and
have the body not reject it totally, but that’s coming down the road.

And the interesting thing and good thing is that pigs, when they
get to the stage—and right now even the need for livers and pan-
creas require—could require thousands and thousands of pigs a
year. Those pigs can’t be raised in huge amounts like we do now
in huge factory farms because if one bug got loose in that farm and
wiped out several pigs because of a disease, the whole farm would
be at risk of that.

So what we envision is, down the road, these pigs should be
raised in small groups that are very biosecure, within very bio-
secure buildings. They wouldn’t be the type of buildings we use
now. They would have a different filtration system, et cetera. This
would provide jobs for family farms because they would be in
smaller numbers, smaller amounts, and they would be extremely
well taken care of and records kept. It would be a whole different
system than how we raise pigs right now.
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So the future then would be that small family organizations with
one or a number of these modules, let’s say, on the farms would
make an incredible living because these would not be sold at com-
modity prices. These pigs would have a preset value depending on
the numbers of organs that could come out of them. And this ought
to be done in Iowa where we're raising corn and pigs anyway, so
we have the knowledge.

Mr. KING. Let me just pose this question. Let’s just suppose that
about 15 years down the road Mr. Hayes showed up with some
signs of having a bad heart. I can’t imagine a heart like he has
going bad on him but——

Mr. HAYES. Fifteen years from now, a lot of bad things can hap-
pen.

Mr. KING. Do you think at that point you’ll be able to custom
make a heart that matches his genetics identically that we can
raise in a pig and, say, at about 6 months of age, give him a fresh,
new, big heart like he has now.

Dr. STRUVE. Yes. There will be a Mr. Hayes pig down the road.
They would take cells out of Mr. Hayes. And those can be just
cheek cells. They will be able to take the DNA out of them, put
them into a pig, and that pig will specifically have his name on it.
We'll probably raise two or three just to make sure we get one good
one. And then that pig heart could go into Mr. Hayes, and it would
recognize that heart as Mr. Hayes’ heart.

Mr. KING. In the interim, if I remember the briefing that you
gave me some year and a half or so ago, am I correct on this that
there are 12 genetic markers that can be identified and, with the
transgenics, be able to tailor make organs that are a little more ge-
neric that can be used in a more versatile fashion than matching
the DNA.

Dr. STRUVE. Yes. And some of that’s above my knowledge and
ability. But they are constantly finding new DNA markers, et
cetera. They’re constantly working to put more of those genes,
human genes, into those locums on the DNA molecule.

Mr. KiING. That’s our future.

Mr. HAYES. Fascinating. After giving my life to Christ, my best
years are yet to come. I don’t have to live forever like some people
are concerned about.

Anyway, back to animal ID and then I want to ask you a con-
troversial question.

Mr. Leonard and Mr. Fluit, what percentage of producers in the
Iowa Cattlemen’s Association have joined with the USAIO in the
voluntary animal ID? Either or both or whatever.

Mr. FLuiT. Mr. Leonard can probably answer this better. He’s
more into the cow-calf end of things. I'm more into a feedlot situa-
tion.

Mr. HAavEs. OK. I want to ask you about your feedlot and people
that bring the cattle to you.

Do you know, Mr. Leonard?

Mr. LEONARD. What percentage of-

Mr. HAYES. Yes, Iowa cattlemen have joined up with the USAIO
on the animal ID.

Mr. LEONARD. Actually, Bill would be better able to answer that
than me.
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Mr. SCHEITLER. Currently we’ve got about 5,200 producers in
Iowa with premise ID’s, but there is 45 or 50,000 that need to at-
tain that.

Mr. Haves. OK. So what is it going to take to get them into the
program? What’s the missing ingredient or ingredients.

Mr. SCHEITLER. Well, we've got a very good staff in Des Moines
that’s working on this. Obviously, they've always got limited re-
sources, but currently I believe our producers are a little bit com-
placent in the fact that they really don’t see a need and are not
being—the need is not being emphasized enough. Even nationally
I believe there’s 200—as of the 14th of July, over 280,000 premises
were registered but there’s 2 million or more that need to be. So
I really question even in this country, as a country, if we are get-
ting these premises registered as quickly as possible. There’s also
going to be vet clinics, sale barns, feedyards, areas that are not
farms that will need premise ID’s also.

Mr. Haves. Well, again, the bottom line, let’s do everything we
can to get that moving for a whole host of reasons.

Alternative technologies, Mr. Fluit, at your feedlot, what’s going
on there that we can take to the rest of the world?

Mr. FLuiT. Well, it is somewhat in the experimental stage. Iowa
State University has a model that they’ve been using for 2 or 3
years, and basically what it does is it takes your feedlot runoff and
it treats it with vegetation, which is far more environmentally
friendly.

On my system particularly, I have a cell I guess you would say
that is about 40 percent the size of my yards, and that cell has tile
underneath it about 4 feet into the ground. There is grass growing
on top of that—reed canary, swamp grass type of thing is absorbing
the nutrients. It’s pretty cutting edge.

That water goes through 4 feet of soil, which is nature’s filter you
might say. The tile water is then pumped on top of the surface to
some more vegetation, which will absorb the rest of it. I mean
there is a model that proves this sort of thing. It’s far more envi-
ronmentally friendly.

The neighbors, it’s to the point where a lot of them don’t under-
stand what’s going on. They just know there’s not any effluent run-
ning down the creeks.

My system is a hundred percent contained. No water leaves at
any time.

My system also was somewhat more expensive than they will be
once they’re up and running because you guys know how Govern-
ment bureaucrats work. They want to cover their hiney. So you
have to have lots of extra testing and that sort of thing to get the
system in the ground. Also to prove it will work is another reason.
But there’s more monitoring and that sort of thing on my system
than there will be in the future.

I think we're talking $30 a pen space is the projected cost once
we get this technology up and running the rest of the way. We’ll
know a lot within a year how they’re going to work.

There are other ways they’re doing things, but I guess for the AT
side, we’'re having an open house tomorrow. The farmers are in-
vited to come and look, that sort of thing. It’s sponsored by the ex-
tension of Iowa State. lowa DENR will be there. I mean we'’re
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bending over backwards—at least I am in my operation—to try to
do what’s environmentally friendly.

And me and you could do some pheasant hunting together and
fishing, that sort of thing. I think we’d get along on that part of
things.

Mr. HAYES. It really helps to develop ideas when you have that
low stress background.

You got any more questions? We need to get to another panel
here.

Mr. KiNG. I want to make sure that I commented on John Fluit’s
request on holding the EQIP funding together and trying to keep
a high percentage of that going to our livestock operations.

And Tl just tell you. We went through some of those debates in
the last couple of years, and it was a battle to hang onto that.

And then when I went to the hearing out in California and found
out that—we were riding in a bus down a new blacktop road out
in the countryside outside of Stockton, California, and EQIP fund-
ing had paid for the paving of that road because California’s air
quality standards were so high that you couldn’t have a dirt road
or a gravel road without having to water or oil it.

And then as we go by the orchards, the trimmings that they have
off of their trees go into a little windrow down through—between
the rows of English walnut trees these were. And I found out that
EQIP funding had paid for a special chipper that chipped it down
into real fine pieces because they can’t burn that anymore.

That’s what we’re competing against, the feedlots.

So I'll let you comment on that if you would, John.

Mr. FrulT. This is probably one of the subjects that is nearest
and dearest to my heart. We talked earlier about animal—what do
I want to say to be politically correct? But we have environmental
people that are on the same playing field. I mean the things that
we have been put through as a cattle industry in northwest Iowa
here in the last few years, some of it defies common sense.

I mean I paid $180,000 for a feedlot 8 years ago. We hadn’t even
heard of what a CAFO, we knew we were supposed to be environ-
mentally friendly stewards.

The first couple years that I owned this feedlot, I spent around
$25,000 of my own money, which in my opinion, fixed 80 to 90 per-
cent of the runoff problem. EPA stepped in and said we had to do
more, which I would agree some more needed to be done. But some
of the standards that we are held to—and we’re held to a higher
standard than most cities are held to as a cattle industry.

I mean how do you as a young farmer go into your bank—and
at the time I wasn’t sure we were going to get any EQIP funding
even. How do you go into your bank when you’ve worked 10 years
to save a hundred thousand dollars so you can get started farming?
And I started farming without one dollar of help from my father.
And 3 years later, the EPA comes in and they’re going to shut you
down. I mean that is just not the way things are meant to be done
in the United States of America.

And then they impose things on you. I already spent $25,000 ini-
tially. Then we spent $260,00. And then nobody compensates you
for the $40,000 of indirect costs, which are all the new fences that
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you had to tear out because you had to redo your cattle yard. No-
body compensates you for your time.

If you came to me and said: Would you do to my feedyard what
you did to yours? And if you offered to hire me for $50,000, I would
say no. And $50,000 is a lot of money to me.

There are so many hoops and so many bureaucratic tangles that
it’s unbelievable. Until you’ve been through it, you cannot com-
prehend what it’s like. And talk about small farmers, beginning
farmers and all that sort of thing, especially in north Lyon and
Sioux County. I mean pigs were always known as the mortgage
lifters. I mean livestock is one of the best ways for young farmers
to get going.

If I missed anything, I'll be happy to clarify.

Mr. HAYES. Well, I think we do need to move to the next panel.
You've all been extremely helpful, and you may get another shot.

Steve Johnson is the new EPA Administrator. And he is using
words like “common sense” and “reason” and “balance.” And Steve
and I have given him every chance to demonstrate that he’s seri-
ous. That would be a dramatic reversal in the typical EPA ap-
proach to things.

And, Dr. Struve, I'm going to ask you a controversial question up
here in secret and we’ll publicize it later.

But if we can take a 3-minute break and get our next panelists
up here.

[Recess.]

Mr. HAYES. We will now proceed with our next outstanding
panel. And thanks again to the first panel. That was terrific. I hope
you would come to Washington and train some of the people we
have to listen to up there in the yard of presenting information in
a concise and helpful way.

Congressman King, if you would introduce our panel.

Mr. KiNG. I would be happy to, Chairman Hayes. On my left,
first we have Tom Osborne—or excuse me, Tom Oswald. Tom
Osborne just retired by the way. But I compared you so you'll re-
mind me of that I'm sure for a couple years to come, Tom Oswald.
And I've known Tom for quite some time. Cleghorn, Iowa. And he’s
a corn and soybean producer and one of the people that does look
fllt how this fits in the overall picture. We appreciate you being

ere.

Dustin Bollig, corn and soybean producer from Fenton, Iowa, has
come up here to add his testimony to us today, which I appreciate.

My neighbor and former fellow colleague in the Iowa legislature,
retired State Representative Jim Meyer, who is also a corn pro-
ducer and a hog producer and one of the people that’s been on the
cutting edge of promoting the renewable energy issues around this
part of the State.

And we have Matt Schuiteman, a corn, soybean, and hog pro-
ducer, Sioux Center, Iowa. Didn’t come too far today. Glad to have
you. And I appreciate your input over the years as well, Matt.

And then we have Steve Rachut from Floyd, Iowa. Did I say that
right, Steve?

Mr. RacHUT. Rachut.

Mr. KiNG. Rachut? That’s the only name I'm going to get wrong
here today I think.
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Mr. HAYES. When I started out, I got it right. You weren’t paying
attention.

Mr. KING. Well, that’s true.

Steve is a little further away, being from Floyd, Iowa. But he’s
got a unique approach to this, and it’s one I think we need to hear
from; and that is, sweet corn, onions, hay, soybeans, and corn.

And while we’re on this subject matter, I want to point out that
we do have some specialty crops going on in this part of the State,
and it’s a part that works for some people.

And I happened to, about 4 years ago, have been involved in a
campaign. And I'm not going to use names. I'm just going to say
not very far from here. I met a family that had six boys, a husband
and a wife. And all those boys had far more calluses than I have
today. I just get them from carrying luggage is all. But they had
taken $27,000 off of a single acre. 1,300 acres of crop ground, 1,299
acres of corn I believe it was that year, and 1 acre of all kinds of
specialty crop—rotated, marketed, irrigated. $27,000 off that single
acre. And maybe it was 40 or $50,000 worth of child labor. I don’t
knoiz{v. That’s a good thing, though. Young people learn how to
work.

And that’s the kind of thing that Steve does here, and I'm going
to look forward to your testimony.

And then we also have Dr. Allan Kramer. And it doesn’t say so
here, but Sioux Pharm is your company. And he’s a grain producer
as well. And the testimony you’ll hear from Dr. Kramer is as fas-
cinating and as interesting I think as Dr. Struve’s. It fits along
that same line. I'm just going to leave you in anticipation and yield
this back over to the chairman.

Mr. HAYES. Tom, take it away.

STATEMENT OF TOM OSWALD, SOYBEAN AND CORN
PRODUCER, CLEGHORN, IA

Mr. OswALD. To introduce myself, 'm Tom Oswald, a fourth gen-
eration farmer from Cleghorn, Iowa. I am proud to grow corn and
soybeans using no-till methods.

My views have come about over years of personal observation
and thought. Today I'm not representing any particular group
other than farmers that may share my views.

In 1995 at Congressman Latham’s Agriculture Advisory Commit-
tee meeting following a field hearing similar to this one today in
Sioux Center, I asked a simple question that caused the room to
go silent. My question was: Why do we have a farm program?

If we don’t understand why, we have a big problem. It suggests
that we have a lack of vision that often leads to unintended con-
sequences.

A major flaw of the production-coupled payments is that they
drive a treadmill that runs ever quickly and steeply as various
market distortions occur and more money is needed to sustain the
pace.

The supply of productive land in the U.S. is relatively fixed in
an environment where parts of the world continue to find renew-
able land suitable for production. I know land is an investment, not
a cost. But why should we be happy seeing the opportunity cost of
this input driven up through subsidies?
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Before family operations build equity in their business, they have
to pay the cost of family living. If subsidies substantially larger
than family living costs are needed to survive, then something is
broken. This suggests an excessively high, likely unsustainable cost
structure for that crop enterprise. Eventually, corn and soybean
growers will be as addicted to subsidy payments to sustain operat-
ing margins as our farming brethren are with cotton and rice.
Without limits, we will cost ourselves out of any semblance of com-
parative advantage in world markets. Farmers chasing unlimited
coupled payments essentially drive their own input cost higher for
that program of crop.

Farm policy needs division of desired outcomes. Payments should
be based on the shared core values that are defendable to tax-
payers and in the arena of world trade. Measured by common
sense, current policy is not justifiable. Payments going to urban,
nonparticipating landowners do not give current programs high
moral ground, risking loss and public support.

High, nearly unlimited payment policy, coupled to mature indus-
try program crops needs to end. Payment structure has to change
to a major degree. We need to decouple the bulk of program pay-
ments from program crops and the land they are planted on. Not
every bushel or acre needs a safety net. We should focus payments
on actively farming families and environmental stewardship, not
program crops with coupled payments. These areas can be de-
iended, especially if limited payments have a broad participant

ase.

In my written testimony, I discuss these issues and proposed
concepts that follow in greater detail, and I encourage everyone to
pick up a copy. It’s long.

I propose a per acre decoupled payment topping out at maybe
320 acres. This will be good for the competitive position of new
farmers in our industry. Size shouldn’t matter; people and perform-
ance would. This is sellable to the public as part of a national food
security policy.

The next layer of limited payments should be stewardship incen-
tives similar to CSP. Maximum payment should be based on per-
centage of total acres farmed in an environmentally enhanced fash-
ion. Rather than going to battle with larger, established operations
in an acreage bidding war for additional payments, farm couples
operating on a smaller scale would have an opportunity to triple
their total payments by adopting environmental enhancements.

Hopefully, a greater sense of cooperation or fairness will result
when many people have opportunity to maximize payments. Lack-
ing high moral ground, current payments drive a sense of jealousy
and outright competition that has a very negative effect on the soul
of rural America. A decoupled payment structure would greatly re-
duce issues with asset allocation and market distortions that are
inherent with past supports. This should stimulate creativity and
innovation to service the variety of markets out there. Program
cropland might move to crops formerly noncompetitive if they
didn’t have program crop status in the past.

A number of participation tests should define payment eligibility
with payments linked to social security number. A married couple
will be the only two entities allowed to share the same acres for
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payment. If reasonable eligibility requirements were met, a multi-
family farming operation structured as a single large business
should not be penalized. Payments should go to working, partici-
pating persons or families.

In closing, the basis for Farm Program payments has not evolved
with the maturation of production agriculture. Coupled payments
should go away. We must determine which values and end results
deserve Government payments. Since most taxpayers don’t own
rural assets, it is difficult to defend subsidies that primarily sup-
port asset value. Value in food security, rural people, and environ-
mental stewardship are defendable answers for that wide question.
Aligning agriculture policy and behavior with those values should
yield significant stakeholder support and satisfaction.

Thanks so very much for the opportunity to address this sub-
committee, and I hope my words will help you have good legisla-
tion.

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

Mr. HAYES. Absolutely. We appreciate your perspective. We're
certainly not going to miss out on the question because the answer
is we've always done it that way. That’s why we have the program.
That’s not an excuse. That’s just where we are. And the reason
we're having this hearing is the reason we rewrite the farm bill is
so that we can address those issues we talk about when we talk
about caps earlier. One man’s subsidies is another man’s incentive
under the present system. But again, who’s best equipped and
who’s best educated through the School of Hard Knocks to help us
do the things that you’re pointing out so that we benefit in world
markets and at home by doing it? So again, thank you for your
comment.

STATEMENT OF DUSTIN BOLLIG, CORN AND SOYBEAN
PRODUCER, FENTON, IA

Mr. BoLLiG. Thank you, Chairman Hayes and Steve King, for al-
lowing me to testify on the future needs of the coming farm bill.

My name is Dustin Bollig. I'm a 25-year-old farmer from Fenton,
Towa. I've worked on my family’s farm all my life growing corn and
soybeans. I recently graduated from Iowa State University with an
agriculture degree in 2004. I have since returned home on the farm
to work.

My concerns towards the future of farming are at its base, the
beginning farmers. We face many roadblocks that detour our entry
into this challenging business. While I attended Iowa State, I met
many peers with the same issues I was facing at home. Cash rent
was financially bid out of our reach from other established farmers,
and land was selling way too high for someone with a small
amount of equity to cash flow. Furthermore, older farmers had no
incentive on retiring the land to new farmers who are willing and
eager to care for the land.

In order to discuss and address some of the issues mentioned
above, I decided to form a network called the Beginning Farmer
Network or the BFN. This network focuses on building a commu-
nity that would communicate and help each other solve problems.
The network also actively seeks knowledgeable speakers in the real
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world of agriculture to present solutions as well. That way we had
a better approach to getting into farming after we graduated. Soon
after I started this group, I had 138 members and averaged 40 stu-
dents at each meeting. Four years later, it’s still a profound net-
work at ISU and is providing an annual conference for all past
members to attend on new issues that we are facing. This event is
sponsored by the Beginning Farmer Center whose goal is to help
young people get back to farming by linking them with retired
farmers. So they’re kind of a sponsor of ours.

One of our first speakers was John Baker from the BFC. He gave
us a lot of interesting statistics that they have found through their
research. What interests me the most was the fact that in Iowa 70
percent of the landowners were 55 and older, 48 percent are above
65. Furthermore, 70 percent of that group had no planned succes-
sor. This showed us that there is plenty of room for new farmers
to enter into the business if the retiring farmers would retire the
land to us. However, there are many disadvantages we face getting
started compared to established farmers.

Established farmers get bigger volume discounts when purchas-
ing inputs and collect larger Government payments. This allows
them to pay a higher amount of cash rent than my peers and I can
afford. They have advantages in crop insurance because they are
guaranteed 75 percent of a 10-year average of all their farms,
whereas a new producer has to take 75 percent of the county aver-
age, which this is my county, 135. Where my dad, I think his aver-
age is 160. So right there we have a disadvantage. But we need
that. We need that guarantee more than they do, but we don’t get
it. At this point, it seems that these farmers have all the advan-
tages they need, so my colleagues and I would like to make a few
suggestions that would bring some advantages to the beginning
farmer’s table.

A deduction in Federal income tax to landowners who rent their
land to a beginning farmer. The deduction must also be subtracted
from at least some of the rent so the young farmer pays an amount
that will help him build up his net worth.

No. 2, allow a reduced capital gains tax to those who sell their
land to a beginning farmer. Again, make sure that the buying price
is lessened from the tax reduction so both parties win.

And No. 3 is: Provide matching funds to the Beginning Farmer
Center. This would allow them to expand their knowledge and
their goals more efficiently by providing regional offices across the
State, which would help provide a better service for connecting to—
better service of connecting people like me with retiring farmers
and supply more in-depth research concerning problems faced by
beginning and retiring farmers. They would also help sponsor and
spread the Beginning Farmer Network that I started—or that—
and my colleague started to other colleges across the State, assist-
ing the BFN in its goal of developing a statewide or national com-
munity.

These are a few issues that we believe would significantly help
people like me across the country become more established for the
future, while at the same time helping to keep life in rural commu-
nities before they are lost forever.
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Thank you for your time. I hope you can see the importance of
our future in this industry, not only for us but for generations to
come. Thank you.

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

Mr. HAYES. Thank you. We definitely need more young people
who are able to come back to the land. One of the reasons we
haven’t had planned successors is because of the death tax. Can’t
have a successor. Couldn’t afford to keep the land. So the elimi-
nation of the death tax and English only on the ballot—which your
Representative fought very, very hard for and is a crucial, crucial
part.

Mr. Meyer.

STATEMENT OF JIM MEYER, CORN PRODUCER, ODEBOLT, TA

Mr. MEYER. Thank you, Mr. Chairman and Congressman King,
for giving us an opportunity here. And I especially appreciate the
opportunity as I'm probably more of the senior citizen here today,
and I appreciate the chance to have an input.

As I slowed down my production agriculture activities, I picked
up on renewable energy as a way to keep involved with rural Iowa.
I was on the starting board of the Western Iowa Energy biodiesel
plant of Wall Lake, Iowa. We’re now up and running and producing
B100 Methyl Ester. And I was also asked to work with East Fork
Biodiesel at Algona, Iowa in another plant, and we just completed
an equity drive there.

And, Congressman King, you're going to be pleased that there is
quite a bit of investment in that plant from your congressional dis-
trict.

Rural Iowa is experiencing, in my opinion, a once-in-a-generation
rural economic opportunity. This opportunity is provided through
the fast expansion of renewable energy in making ethanol and bio-
diesel. I don’t think in western Iowa we’ve had an investment op-
portunity that compares to this since the formation of Iowa Beef
Packers in Denison, Iowa in the 1960’s. Investing in renewable en-
ergy, of course, is not limited to Iowa. And there are refineries pro-
cslucing renewable energy derived from crops all over the United

tates.

Now I realize we have an energy bill, and I realize we have a
rural development party, the Department of Agriculture, but we
also have an energy title in the farm bill. And I think this needs
to be strengthened to assure that this rural economic development
continues, and it might possibly reduce the costly farm production
and support.

Mr. HAYES. If you add a couple of these two together, I think you
got a sure winner. You're absolutely right.

Mr. MEYER. OK. The development in research is critical however.
And we've come a long ways in converting corn to ethanol and
triglycerides to biodiesel.

Thirty years ago, some of this research was started on ethanol.
I think at first, if we got a gallon of ethanol out of a bushel of corn,
that was probably a good target. Now we’re approaching 3 gallons
l(;f ethanol out of a bushel of corn. This can improve and it can be

etter.
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The same way with the triglycerides. We’ve got an old, old proc-
ess that’s used for making biodiesel, but it hasn’t been until just
recently that we've had the system and the economic format to
make it profitable. So that’s something that I think we need to
keep in mind.

And there is some elements that I feel should be particularly im-
portant in the—I'm going to say the 2000 farm bill. I realize that
there’s some effort to extend the 2002 farm bill. I question whether
this is feasible. And I think that we need to start from scratch and
we need to redesign.

Now some of the things that are critical to me in using renew-
able energy as a rural development activity.

We need to keep the 51 cent ethanol production incentive and
the dollar blender’s credit for biodiesel as a rural economic tool in
our legislation coming from the Federal Government.

The 30 years of research in production ethanol from corn and
other forms of biomass has made this fuel particularly practical
and cost effective. Research funding to refine these processes
should be continued.

Cellulosics. I had to learn how to say cellulosics along with lu-
bricity in the biodiesel industry. This research is exciting, but I
have a caution for you. We need to make sure that we don’t throw
so much money at cellulosic research that we curtail the further
development of both the current ethanol and biodiesel production.

The future success of renewable energy production in rural Iowa
hinges on well-run, profitable livestock operations. We used to proc-
ess soybeans for the meal and the oil was something to get rid of.
Now we’re producing beans for oil and the meal is something to get
rid of. Livestock is a good place to get rid of that protein. And the
same thing is true for the co-product of ethanol, the DDG. So we've
got a real opportunity here to pump a lot of money into rural
America through investments and the profitability of renewable en-
ergy production. And I'd like to see as much help as we could from
the farm bill in making sure that this profitable investment contin-
ues here, particularly for rural Iowa. Thank you.

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

Mr. HAYES. Representative King, I'm going to let you introduce
the next gentleman since you gave me a phonetic spelling and I'm
not sure it will help that much. We’ve got Scott Irish in my part
of the world. It’s a lot easier to say our names. My wife’s German.

Mr. KING. We just have normal Americans up here so I'd like to
introduce Mr. Schuiteman.

STATEMENT OF MATT SCHUITEMAN, CORN, SOYBEAN AND
HOG PRODUCER, SIOUX CENTER, IA

Mr. SCHUITEMAN. Perfect. Right on the nose. Chairman Hayes
and Congressman King, my name is Matt Schuiteman from here
in Sioux Center, Iowa. And we don’t often get this opportunity in
our backyard, so I thank you.

We do grow corn and soybeans with my dad, Leon, and my
grandfather, Art. I'm the fifth generation to live on our land. Cur-
rently, I have the opportunity to serve on the Iowa Farm Bureau
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Federation as the State Young Farmer chairman. An opportunity
I'm enjoying so far. I want to thank you again for this opportunity.

The capital intensive nature of agriculture is probably the great-
est challenge facing young farmers. We all know equipment can be
very expensive, even used equipment. Iowa State University re-
ported in December 2005 that the average value of farmland here
in northwest Iowa is approximately $3,400 per acre. I know of in-
stances where land has sold for more than $5,000 an acre. Because
land is a limited natural resource, farmers will continue to compete
in the free market for these assets.

To build on a point Dustin made, we’re going to see much asset
value transferred between generations here in the next 15 years.
I would have to ask here in agriculture, are we prepared for that
type of transfer? I wonder today, I don’t think we are.

Young farmers have very little equity at the early stages of their
farming career. They usually seek rental arrangements as the pre-
ferred method to expand their farm. However, farm bill payments
tend to get bid into cash rents. In the long run, the cash renter is
usually indifferent as to what level of support is provided by the
farm bill simply because land rent’s always adjusted accordingly.

It’s been my observation over the years that the cost per bushel
to produce corn tends to gravitate towards the level of support
that’s provided for corn in any given farm bill. When that support
goes up, so does the cost to produce a bushel of corn.

Young farmers could also benefit from tax incentives given to
landowners willing to lease farmland to a beginning farmer. Some-
thing that Dustin also pointed out. These incentives should encour-
age the landowner to share the farm bill’s safety net with the
renter rather than capitalize all its benefits in rental rates. Elimi-
nating the capital gains taxes for the transfer of farmland, between
parents and their sons or daughters, would also benefit young
farmers.

The key to unlocking farm profits for all Iowa farmers, young or
otherwise, is to gain further access to value-added processes in ag-
riculture. For instance, recent growth in the renewable fuels indus-
try has brought about investment opportunities for farmers. Our
operation is investing in our local ethanol plant. Farmers were once
content to rent small footprints of ground to utility companies for
wind turbines. Now theyre actually investors in those turbines.
Livestock production as we all know is vital to young farmers and
the profitability of our growing renewable fuels industry. The
strong rural economy of Sioux County is a perfect example here of
what can happen when a value-added enterprise like livestock and
energy production thrive. Historically, Sioux County has been able
to subsidize families through livestock production and other value-
added opportunities. Something that Mark Leonard touched on ear-
lier.

Being engaged in the value-added process requires investment,
but investments are usually risky. The next farm bill should extend
the concepts of the current bill’s rural development and energy ti-
tles. The Value-Added Producer Grant program and Section 9006
Renewable Energy and Energy Efficiency programs have been
great avenues for Iowa to improve farm profitability.
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Young farmers would likely agree that the perfect vision of agri-
culture would include a level playing field or a chance to compete
in open markets where there are no such things as tariff barriers,
export subsidies, currency manipulations, and perhaps even with-
out domestic subsidies. This seems like the perfect goal for the 21st
century. However, the reality is this concept has yet to materialize.

THe U.S. Trade Ambassador recently laid a bold proposal before
our partners in the World Trade Organization. Last Monday, July
24, it became apparent that our trading partners are not yet com-
fortable competing with American farmers on a level playing field.
I can see absolutely no benefit to any farmer in Iowa or the United
States by moving away from farm policy that has largely worked
to smooth the ebbs and flows in commodity prices without receiving
proportionate gains in world market access and material gains in
net farm income. Our negotiating position in the WTO can only be
weakened if we unilaterally depart from current farm policy.

Until WTO negotiations yield real market access and material
gains in net farm income, we continue to need an effective safety
net that provides support in times of low income. Iowa farmers
firmly believe that this safety net should be consistent with our
international trade obligations as spelled out in the current WTO
agreement. To be clear, I feel that the next farm bill should extend
concepts of the Farm Security and Rural Investment Act of 2002
until a new WTO agreement is reached.

I am optimistic about the future of agriculture in our State, and
again, I want to thank you for this opportunity. I look forward to
any questions you might have.

[The prepared statement of Mr. Schuiteman appears at the con-
clusion of the hearing.]

Mr. HAYES. Thank you. Steve Rachut.

STATEMENT OF STEVE RACHUT, SWEET CORN, ONION, HAY,
SOYBEAN AND CORN PRODUCER, FLOYD, TIA

Mr. RAacHUT. Thank you, Mr. Hayes and Mr. King. I'd like to
take the opportunity here to introduce myself and tell you a few
of the things that I have been experiencing.

My name is Steve Rachut. My wife Beth and I are young farmers
from the Osage, Iowa area. That is north central lIowa. We farm
approximately 200 acres of corn, soybeans, alfalfa, along with fin-
ishing feeder cattle. Also this year we are raising 6 acres of onions
and 17 acres of sweet corn. We have had a family history of vegeta-
ble production since the 1940’s. I began my sweet corn business at
age 12, and we currently market the entire 17 acres of production
at roadside stands in our area.

I'm a 2004 graduate from Iowa State University with a degree
in agriculture business and agronomy.

As a member of the Beginning Farmer Network and farming full-
time, the following are some of my observations about the 2002
farm bill that I have taken notice of.

In regard to vegetable production, I have a few concerns with the
existing farm bill rules. Currently under the 2002 farm bill, a pro-
ducer that has never grown vegetables or does not have a history
of vegetable production on a particular farm unit cannot grow vege-
tables and still receive Government payments on that farm. In my
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opinion, this is not freedom to farm because vegetable farmers are
getting penalized for growing vegetables.

The only Farm Program that our vegetables qualify for is the
Noninsured Crop Assistance program or NAP. I believe the NAP
program is not a useful risk management tool. This program can
only be used if we have at least a 50 percent loss of yield to even
qualify. In our situation, our onion crop was flooded in 2004 and
we had a 95 percent loss of our yield. In an average year, it costs
around $2,000 to grow and market 1 acre of onions. The NAP pro-
gram paid us $530 per acre that year for a near 100 percent loss.
Therefore, I do not think this program is very practical.

My solution to farmers not being able to grow vegetables without
a vegetable history is to eliminate the rule that prohibits them
from doing so. At the very least, allow farmers to combine all of
their eligible acres for vegetable production and be able to choose
which farms they can produce them on.

If the new farm bill will continue to make direct payments for
coarse grain production, then it would only be fair to include direct
payments for fruit or vegetable production. Also, a comprehensive,
viable insurance program for vegetable and fruit crops needs to be
offered in all States even if there are only a few producers of these
crops. I believe this would replace the NAP program and offer more
protection to fruit and vegetable farmers.

The next point I want to bring up is really a rhetorical question.
Who will be farming in the future, and what will rural America
look like without small and mid-sized farmers? From a grain-pro-
ducing standpoint, what I am encountering in my area is that a
majority of land being available to rent is going to a few large
farms. It is difficult for a young farmer like me to compete with the
high cash rents. The reason being, the margins are so small it
would take a very large volume of acres to be able to make a living.

I believe a solution to this problem would be to have realistic
payment limitations that will be enforced. There shouldn’t be any
loopholes that can be used to receive several payment limits that
ultimately go to one individual. One way might be to have payment
limits based on a personal ID number such as a Social Security
number. Another way might be to trend towards conservation pay-
ments instead of the huge amounts of production payments. I feel
by rethinking how payments are being made, the individual farmer
will be able to succeed in the future.

For the new farm bill, the question must be raised as to where
will the most support be given. Will it be to the small and mid-
sized farms, or will it be to the large farms? I strongly believe the
future of rural America and the small towns that inhabit it will be
dependent on how that question is answered. As a beginning farm-
er, I do not want to see just a few farming entities controlling the
crop and livestock industry in my area.

Thank you for the opportunity to share my thoughts today.

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

Mr. HAYES. Thank you. The good news in America is you all have
the control over which way we go. The better news is if you do it,
we’ll be fine. If you don’t, we won’t.

Dr. Kramer.



32

STATEMENT OF ALLAN KRAMER, GRAIN PRODUCER, SIOUX
CENTER, IA

Mr. KRAMER. Welcome to Sioux Center, Iowa. I would like to
thank Congressman King and the committee for inviting me today
to share my thoughts with you about the new farm bill.

My name is Allan Kramer. I'm the president of Sioux Pharma-
ceutical and Sioux Biochemical, Sioux Center, Iowa, and a grain
farmer in Sioux County.

Today you are in northwest Iowa, an area that is known for rich
soil, excellent crop production, a thriving livestock industry that
produces high quality meat, milk, and eggs. We have an educated
work force with a strong work ethic and a healthy partnership be-
tween grain and livestock production.

At Sioux Pharm we have benefited from this partnership in some
nontraditional ways. Sioux Pharm, Inc., is a major world producer
of chondroitin sulfate, which is a nutraceutical. This product is
used to relieve joint pain caused by arthritis and is a proven and
effective product to do such. This product is extracted from bovine
cartilage, which includes bovine trachea. 10 years ago, bovine tra-
chea was used mainly as a pet food ingredient.

Today over one half of the bovine trachea produced in the United
States is shipped to Sioux Center to our plant for production of
chondroitin sulfate. This is an excellent example of value-added ag-
riculture, which I would like to see continued in the new farm bill.

Another product produced at Sioux Pharm is phosphatidylserine.
This product is used to improve brain function and slow down age-
associated memory loss and is looking as a promising alternative
for Ritalin with ADHD. We have a patented process for producing
this product. It is another example of value-added agriculture since
it is produced from a waste product of soybean oil production.

We support the continued use of biotechnology to produce phar-
maceutical products in transgenic grain. Sioux Biochemical isolates
transgenic proteins from corn for other companies. We can isolate
bovine trypsin from corn in truckload quantities. With this tech-
nology, a protein like bovine trypsin can be used in pharmaceutical
manufacturing without concern of BSE contamination and other
possible viruses that can come from animal sources.

As an addition, we’re also working with companies to isolate
human proteins from transgenic rice. These proteins have been
tested for their biological activity and are very effective. And from
the president of some of these other companies, this transgenic
rice—one example, there’s a protein that stops diarrhea in emerg-
ing countries in babies. Sixty acres could save a million lives. The
product is tested and it is working. And so we just want to advo-
cate continued use of pharmaceutical grains to produce pharma-
ceutical products.

Another value-added product being produced by Sioux Pharm is
hyluronic acid. It also plays a part in treating joint pain. This prod-
uct can be isolated from chicken combs, a product that is currently
being discarded.

Sioux Pharm, Inc., would like to see continued and renewed sup-
port for biotechnology and renewable energy projects, as we heard
earlier from Mr. Meyer. The Midwest is leading in the production
of biodiesel and ethanol. Vegetable oils and animal fats can easily
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be converted to biodiesel fuel. Sioux Pharm is developing new tech-
nologies for conversion of animal fats and crop oils into biodiesel.
We would also support research in growing new oil rich crops for
biodiesel production and animal feed uses.

Just as an example again, some of the benefits of biodiesel—I at-
tended the annual biodiesel production seminar at Iowa State last
week. Current numbers of biodiesel in fuel over-the-road trucks: 50
percent reduction in unburned fuel, 50 percent reduction in partic-
ulate emission, 38 percent reduction in carbon monoxide, and a sig-
nificant reduction in sulfur as compared to No. 2 fuel oil. So we can
see that it is a very green product and is very important for air
quality, and we should really stress using that as much as possible.
With good technology, the animal fats and greases in the U.S., we
could produce enough biodiesel to fund 14 percent of over-the-road
use of fuel oil. And so it’s a goal. Iowa is leading it right now. It
would be great if we could.

And we would like to support the rural development programs in
the new farm bill. This program would support renewable energy
programs and assist in our mission of reducing our dependence on
foreign sources of energy.

Some additional focus items to consider in the area of bioenergy.
Special consideration should be given to renewable energy and
Midwest agriculture as to how, together, we can support research
and production in this growing new segment of crop production and
use application of agricultural products in development of energy.
We need to continue to improve our independence rather than de-
pendence on foreign sources of energy. Rural development and eco-
nomic development must be encouraged to continue to support and
promote more USA production of energy from all available sources.
Teaming up biotech and agriculture are two strengths that are
available today and should be a big consideration in today’s discus-
sion of the new farm bill.

Thank you very much.

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

Mr. HAYES. Thank you again. Another great panel.

A couple quick comments, Steve, and then I want to turn the
questioning over to you. If you believe that the 19th century was
dominated by agriculture—look at your history book a few min-
utes—and the 20th century was dominated by manufacturing, then
what’s going to be the dominant factor in the 21st century? It’s
going to be information. It’s going to be alternative fuel. It’s going
to be biotech. So you’re kind of looping around and tying the 21st
century back into the 19th because of the value that agriculture
and farming brings to that.

Now who’s going to dominate—I use the term “dominate” in a
positive not a negative fashion—20th century economically? Is it
going to be us, or is it going to be China? I can’t take credit for
this but think about it. Tom Friedman said the other day he fears
green China worse than he feared Red China. What does that
mean? If we sit on our haunches and don’t use our skills and our
experience and our capital to develop the alternative energy and
other issues, medicines, then shame on us. But if you all are sitting
here and can really be in our part of making sure that we in Amer-



34

ica who believe in liberty and freedom and all those kinds of things
are dominating the world market. That’s a good thing. I really ap-
preciate in that context all the comments that you all have.

Now let’s try and finish this one, Steve, in about 15 minutes so
that the audience can come up and ask questions.

If you’re in the audience and you think you want to ask a ques-
tion, raise your hand and Pam will bring a piece of paper. Write
your question down because we want to ask the question. The
questions are for producers, not for the press. Steve and I have
talked to the press, and it’s not for somebody else that wants to
make a statement on whatever. But if you've got a question and
you want to ask to it, we want to make sure that you're recognized.
We'll use a piece of paper so we’ll have a record of your question
but also so that you can focus on the question.

Steve?

Mr. KiNG. Thank you, Robin. I just appreciate your remarks
here. And I just want to pick up with what Mr. Meyer said about
this being the next level after IBP in Denison in 1960. I look at
it from the perspective of agriculture has raised food and fiber for
thousands of years. And now we’re in the food and fiber and on the
cutting edge of energy, renewable energy, at a time when energy’s
more expensive than it’s been at least in our lifetimes. And I think
that’s how big this opportunity is. I can’t overemphasize how im-
portant I think it is to our economy.

But this panel and the previous panel also, not only have I
brought in the traditional agriculture and talked about the future
of agriculture, but the future of the real specialty things that are
being done and things that are being driven by the research. A lot
of it’s being done in the private sector working in cooperation with
the public sector as well.

But first I'd like to ask Mr. Rachut. How much could you maxi-
mize your return on your specialty crops per acre? What would be
your best acre you've ever had? I know I put a real high mark up
there when I did the introduction, but something more objective I
think than what I've given here.

Mr. RAcHUT. Can you clarify what you mean?

Mr. KiNng. What kind of gross receipts can you turn out of an
acre if you have a good year?

Mr. RACHUT. Last year was probably our best year that I've ever
had and my dad has ever seen. We figured a bag—50-pound bags

er acre, averaged 1,000 bags an acre, and the price was around
56, so $6,000.

Mr. KiNG. That’s a pretty good return on a piece of land.

Now the sixes in the 1960’s echo off of Dr. Kramer’s testimony
as well. And you talked about human proteins from rice and on 60
acres being able to save the lives of a million babies. I'm curious
as to what an acre of that rice is worth. But I'd ask if you can em-
bellish that a little bit if you could, please, Dr. Kramer.

Mr. KRAMER. Yes, the technology is coming that we can grow
human proteins that are needed in the medical world. There are
many examples. And I know some of you have talked about the
new proteins for, say, blindness in children around the world. But
this one here was used by another company. We are the third
party. We are the research and development. We isolate it. We do
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not own this technology. We work for other companies. They can’t
afford it. Some of these are young companies. With agriculture they
can’t afford the huge production, equipment, facility, multimillion
dollars. They come to us and we contract. And so we help new
emerging pharmaceutical companies who have ideas and getting
these products isolated and purified so they can do their clinical
trials.

But the example of a successful one was this product called
human lactoferrin. It is the protein in mother’s milk that nursing
babies stay healthy with. And third-world countries, a lot of these
babies are nursing, they’re healthy, but as soon as they start eating
contaminated food, they get diarrhea and they die of dehydration,
the second leading cause of death.

And tests around the world of this protein, these children can
come into the hospitals dying and give them this new protein, they
all go home healthy. And it’s pretty remarkable to see when you
use the human protein that was intended for maintaining human
health of infants, if you could find an alternative production from
it except from human milk, it works very well. And the prognosis
for this is unbelievable.

Mr. KING. And in that statistic of a million lives on 60 acres, do
you have an estimate of how many children die each year because
of diarrhea that could be cured with lactoferrin.

Mr. KRAMER. Well, it’s many, many, many. I mean it’s over 10
million.

Mr. KING. It’s just astonishing the things that we can do not just
for profit and economics of our part of the country here but what
we can do for the rest of the world with this kind of science.

I yield back to the chairman.

Mr. HAYES. Did you hand out your paper, Pam? There’s one gen-
tleman over here in the cap I know who had his hand up. Anybody
else want the piece of paper?

Mr. KING. I do have a few more actually, and I'd like to turn to
Mr. Meyer.

I warned you that I would do this, Jim. And I didn’t know if it
was part of your testimony, but could you encapsulate and maybe
be a little more specific about how you would recommend we might
write an energy title into the farm bill?

Mr. MEYER. Well, first of all, I think we need to protect ourselves
from the peripheral and let’s center in on livestock. We’ve need to
develop and pursue the livestock industry if renewable energy is
going to succeed in Iowa. We've got to have primarily ruminants
to use the DDG products, and we're going to have meal protein to
lower for the chickens and the hog industry.

Now fortunately, we've left livestock regulations to the States
and that’s good. But the research coming to how to operate a live-
stock operation without making our neighbors upset needs to be
more fully funded. We can do that. We can control odor. And the
first thing I guess we’ve got to do is make sure that manure is not
considered a hazardous waste. And so those things I think need to
be addressed.

And the other thing that you want to come from research dollars
in the farm bill, we can go further on how much fuel oil we can
get out of a bushel of corn. We can do more to economize the sys-
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tem for producing biodiesel. And I think the research dollar side is
where we need to put our emphasis. The process is pretty well de-
fined, but now we’ve got to work hard to fine tune those processes
and make them more economical.

Cellulosics is really a feel-good area; the thought of taking corn-
stalks and switchgrass and making fuel out of it. But there’s some
real problems there. I can haul a load of corn to my nearest ethanol
plant for 6 cents a bushel. How much would it cost me to haul an
equivalent amount of cornstalks to that plant to get the same
amount of fuel? How many landlords are going to be really excited
about taking the hemionus off of an acre of ground and hauling it
off the farm to make fuel out of it? Switchgrass is a crop that gets
harvested once a year. It’s got to freeze and you've got to harvest
it before it snows. How much opportunity is there?

So those are some questions on the cellulosics side. It’s exciting.
We need to research it, but I hope we don’t take all the money out
of refining the products that we know work and get them into
cellulosics research.

Mr. KING. Thank you, Jim. And I would point out, it’s going to
be a very difficult thing to be able to gather the jurisdiction on en-
ergy if we’re going to try to get it out of the Energy and Commerce
Committee. They’re going to hang onto it with everything they
have. But perhaps we can find a way we can open things up here
in the research and these kind of things that you brought up.

And then, Tom Oswald, I notice that you didn’t actually deliver
the entire testimony you have here, which I look forward to thor-
oughly reading through. But if you would like to take your last
shot at this to fill in any gaps that you might have left.

Mr. OswALD. Where I was going with my thesis was that this
coupling is a huge distorted factor. That the original payments
were based in a time 70 years ago. Times have changed, farms
have changed, farm demographics have changed, and we need to
adapt the new program so that it allows people to be as flexible
and innovative as possible. And a coupling is a form of central
planning that eventually causes a distortion that you're going to
pay for some way or another.

If you can break the coupling, I think a lot of the issues ad-
dressed this morning start to go away. I hate to used word “cou-
ple,”but you need to use some form of limit so that the young guys
are not competing against a mountain of payments in the hands of
the already successful.

Having said that, if we’re going to go to a market-based system
with limited payments, there are certain duties of the Government
that are very important. And that’s the analysis and defense of the
program against anti-competitive forces on both the supply and
output sides. For the multinational businesses we're working with,
we've got to really watch that.

And Matt talked about the issues of world trade. We cannot just
disarm ourselves in the world trade. So the program model needs
to address those issues at the same time.

And quite frankly, payment eligibility should be lost forever to
those who cheat, just like Pete Rose lost his ability to play base-
ball. If you cheat in the farm programs, you've lost your payments.
Your Social Security number is banned forever. I think we got to
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come up with values that are sellable to the rest of the country so
that when they look at the Farm Program they realize it’s doing
it for the right reasons, not just because it’s been this way for 70
years.

Thank you.

Mr. HAYES. I'd like for all of you—I always think about how,
going forward, we can provide an incentive, not a subsidy, but to
keep land in production and to encourage the next generations of
young farmers to come into or stay in the farming business. I know
you can’t answer that off the top of your head. But the gentleman
that was talking to me during the break about how much he’s
being paid for land in Iowa by out-of-state investors, I mean if
you’re like me, I know you've got a corner of ground somewhere
that’s fit to hold the world together and that’s about it and it’s
bringing some ridiculous prices. So that is very, very important. We
need to keep that land in production.

And one more shot on alternative energy. That’s key to our for-
eign policy in the future. We've got a couple guys around the world
now with petro states who are calling the tune. Folks, they're ter-
rorists and they’re bad people, but they got dollars because of pe-
troleum.

And we all know there’s a finite amount of petroleum in the
ground. We don’t know how much it is, and that ought to be part
of our energy policy to know what we’ve got so we can use that as
insurance against being held hostage by some of these guys. But
again moving to the future, it’s so, so important to make sure that
we use our abilities to prevent that sort of hostage-taking by ter-
rorists around the world. It’s only the second time in history that
we've financed both sides of the war. The war against terrorists;
it’s not against terror. Terror is an adjective. We're up against real-
ly evil, wicked, simple, corrupt people who want to eliminate. They
don’t want to dominate.

So with that in mind, it should give you even more incentive to
ac(tiively pursue the goals that all of you have outlined so well
today.

Steve, if it suits you, we’ve got a couple questions here. Here’s
a name I'm going to turn over to you.

Ron. Ron’s question. Do you want to do it?

Mr. KiING. Go ahead.

Mr. HAYES. OK. We won’t butcher your last name. From Mount
Vernon, South Dakota. On energy development and feed people of
the world. That’s kind of what we’ve been talking about. Can you
come up and tell us and expand your question a little bit and we’ll
try to work on it.

Let’s see. Next we're going to talk to Matt from the Iowa soybean
folk. Come on up, Matt.

Ron, pronounce your last name for us. Grab a mike.

Mr. WIECZOREK. I'm Ron Wieczorek from Mount Vernon, South
Dakota. I'm a farmer.

Mr. HAYES. Say it one more time.

Mr. WIECZOREK. Wieczorek. It’s a good German-Polish name.
What I'm concerned about is we’re looking basically at an economic
crisis. And agriculture is part of the bigger picture, the world econ-
omy you might say. And we’re looking at, you know, the U.S. debt.
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We've got a war crisis. We've got a real estate bubble. I'm just won-
dering if we couldn’t do something like Roosevelt or Eisenhower did
with the development programs that they used. If Congress
couldn’t work for a major infrastructure program, moving with a
high speed train system for the whole U.S. here. That would basi-
cally retool the auto sector to build a mega lift high speed train
system, help replace and alleviate the pressure on the airlines, put-
ting these auto workers, retooling that industry, putting them to
work, building that type of stuff.

And we need to stress nuclear energy. And we need to think
more about feeding the people of the world. There’s a thousand peo-
ple a day dying in Somalia.

Mr. HAYES. And interestingly, we’re doing that. But they, with
various trade barriers, keep us from doing that. You've got a good
point, and I don’t really think I agree with you. Something called
the 10th Amendment, that all powers not reserved to the States
and the only ones the Federal should take.

And you’re well intentioned, I agree with what you’re saying, but
remember, every Federal dollar came from you. There is no such
thing as a Federal dollar in Washington. In looking to the future
as we become more focused on the constitution and what it’s doing,
encourage the marketplace to work, for the Government to build
anything is absolutely ridiculous in price.

So how do we do the kinds of things that you’re talking about?
And as we develop alternative sources of energy through—and nu-
glear is crucially important. That’s exactly what we’re going to be

oing.

Mr. WIECZOREK. May I make another comment?

Mr. HAYES. Yes. Really quickly.

Mr. WIECZOREK. I think on the comments that you just made,
and I think back to what Abraham Lincoln did when basically the
country was bankrupt. And he started the Transcontinental Rail-
road System, started the Homestead Act out here that made it pos-
sible for farmers to own a quarter of land, and that was done with
State-created credits.

Roosevelt did the same thing. Basically he regulated the banking
system in 1932. The Government has the authority. Our constitu-
tion has the authority to create the credit to start major projects
and then contract to as many private enterprises as possible to
build that stuff. And I think that’s what this Nation has to look
at if we're going to get out of the trouble we’re in and solve the
problems for the world.

Mr. HAYES. Good point. Cutting your tax rate has done more for
the economy than anything we’ve done. Cutting the rate is what
has allowed and encouraged the economy to flourish. Cutting cap-
ital gains and dividends tax rates has produced twice as much rev-
enue for the Government as the high rates did. Just a quick eco-
nomics issue. Keep the rates up, nobody’s going to pay them. Noth-
ing comes into the Government. It’s all your money. You do a bet-
ter job with it than the Government does.

Steve, do you want to comment?

Mr. KING. I'm going to say that I agree with Mr. Hayes, but I
think you make a couple of very good points.

Mr. HAYES. Absolutely.
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Mr. KING. One of them is nuclear. We have essentially stalled
our development of—our ability, our engineering design ability, to
produce nuclear power. And yet it’s the safest power we have in
this country statistically. And it’s one of the things that can take
a significant burden off of hydrocarbons. And I think that’s an envi-
ronmentalist barrier that gets in the way. And I’'m seeing more and
more support in Washington for promoting nuclear power. That’s
a very healthy thing.

And then you’re right about people starving in Somalia. It’s not
a lack of food problem. It’s a distribution problem that’s tied up
with corruption and violence in that part of the world. And, if we
can ever get to the point where everybody breathes free air like we
do here in this country, we will solve those problems far, far easier.

And then the high speed train system, they have one over in
China and that is Shanghai. That is an amazing piece of tech-
nology. I have to believe that when things become economically via-
ble, there will be enough push from the private sector out there
that will say, here’s how Government gets out of the way. Here’s
how they want to form the capital. Here’s how we want to drive
it. We do have some effective public utilities in this country, and
many of them are transportation, so I wouldn’t rule that out. But
I just think we’re not quite to that point yet, but it’s a good idea
to have in front of us. And I thank you.

Mr. HAYES. Yes, we haven’t done too well with Amtrak. Anyway,
Matt Caswell. Thank you very much for your comments.

Mr. WIECZOREK. We need a modern train system.

We don’t need an 1880 train again.

Mr. HAYES. Remember how we do things in Washington. Matt.
Where’s Matt?

Mr. CASWELL. I'm right here.

Mr. HAYES. Oh, OK. I'm sorry.

Mr. CASWELL. Congressmen, good morning.

Mr. HAYES. I like your haircut.

Mr. CASWELL. Yes. Thank you. It’s very easy. Saves money on
shampoo.

My name’s Matt Caswell. I work on staff with the Iowa Soybean
Association. I'm here today with a couple of my board members, in-
cluding Tom, and I just have a question. We didn’t really touch on
it with the testimony, but given the fact that we’ve had the WTO
cotton case from Brazil and given the fact that most people are
moving forward on kind of a similar structure on the two for the
2007 farm bill based on the 2002 structure, what are your thoughts
on making the 2002 programs or the committee’s thoughts on the
2002 programs more WTO compliant? That’s where we end up.

Mr. KING. Well, the WTO compliant part of this gets put on hold
for a little bit as far as any progress is concerned, and I'll just
speak to that specifically, maybe exclusively. And that is, it’s a dis-
appointment to me to see this thing melt down last week. And I
think now what’s said to us is, all right, you’re no longer encum-
bered by moving forward with the farm bill for 2007 because we’re
not waiting for results from WTO, that makes a difference. I'm im-
pressed with Susan Schwab and surprisingly and very much so. I
had an opportunity to sit down with her for an hour and a half
here a month or so ago and found out about her background, how
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deep it goes, and her network of relationships are there. And I was
hoping we could pull something out because of that. And I'm also
impressed with our Secretary of Agriculture, who will be here in
little over a week. And I'm looking forward to him being here. And
then he’s been engaged in this trade as well. But we sit here now
and the future has been cleared for us. We can move ahead with
more confidence that it’s not going to be cluttered any further by
WTO negotiations. But I am disappointed, and I'm looking forward
to that one day getting to this point where we can actually compete
in this world on a level playing field.

And for me, that would be to set up this trajectory where we
could take our subsidy—I want to protect all the green boxes as we
can. I want to do those things that protect our soil and our water
and to maintain our productivity from a conservation standpoint.
But beyond that, I'd like to set the subsidies up so that we can put
them on a trajectory where they can approach zero at the same
time that the Europeans would put them on a trajectory to ap-
proach zero. If we could do that and open up market access at the
same time, pick a date on the calendar, line them all up like that,
you can bet the Europeans’ trajectory is far steeper than ours is.
Ours is fairly flat. And it changes country by country for market
access.

But that would be the ideal world: Protect our soil and our water
and have the markets opening up for us in such a way that we
don’t have to have a domestic subsidy program like we have today.

And I think a lot of this technology that comes out here tells us
where we can get with that. And I didn’t ask about so much per
acre on the rice, but adding to this would be the renewable energy
aspect of it. The biodiesel—which finally that thing on my hitch
broke. But it’s a biodiesel patch on the end of my trailer hitch, and
I was afraid somebody would put diesel in my gas burner.

Mr. CASWELL. I did that, too, a couple years ago.

Mr. KING. You did. Ours just broke here in the winter. But
where we can go with energy, the things that we can do, the de-
mand for our feed grains for energy is I think going to be so great
that it lifts us out of this.

And let’s not try to stay ahead of the demand for feed grains with
subsidies. Let’s let those feed grains pass that and surpass it so
that we can get independent from Government and give you back
your freedom. That would be my answer.

Mr. HAYES. I agree with everything Steve said. The WTO to me
has become a Gordian Knot. We in America believe in the rules.
We play by the rules. You asked how can we be more compliant?
Well, while we’re being more compliant, our competitors are finding
every way in the world to cheat, particularly China. What’s wrong
with this picture? We don’t need to be responding to WTO. We're
doing it right. We’re setting an example. We ought to be forcing
them as best we can. Once you get in the situation, it’s hard to un-
scramble the egg. We ought to be forcing our negotiators to take
positions and say: Were here. Play by the rules. You wanted in.
You think it’s an advantage to you. You’re in. Do it right. Bingo.
You're in the showers.

Mr. KING. I'd just like to add to that. If there’s one thing that
I maybe didn’t make clear, though, is that the equity foundation for
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our entire agricultural production system out here is our land. And
whatever we might do with reducing any subsidy along the way,
if it’s done dramatically, it would reduce the value of the land.

And we've seen great appreciation in the value of our farmland
in Towa. Last year it was 10.8 percent. Appreciation the year before
was 15.6 percent. We can’t sustain that level. We don’t want to. We
need it to be a little flatter and a little more gradual. We want to
hold that foundation of our equity together and keep a sharp eye
on that as well.

Mr. HAYES. Dave Schmitt.

Mr. OLIVER. My name is Arie Oliver, and I'll make my remarks
real brief.

Steve King has done a fine job. And as a World War II veteran,
I want to express my appreciation to Steve King.

Food is a better weapon than bullets. I speak as a World War
II veteran. And after the war, I had some time in giving these peo-
ple food, one farmer or friends, than shooting them. I know these
are general remarks, but food is a better weapon than bullets. And
these farmers here hold the key to world peace more so than any
of you believe and realize. Because food is better than a gallon of
gasoline. If you're willing to trade food for gas, that’s a good deal.
The farmers have the chips. They can do it.

Food producers should have a high priority. Subsidizing for the
producers is the important thing because I've witnessed people in
France where they’re highly subsidized.

And for these men here to compete with them, Steve, it’s prac-
tically impossible. So subsidizing is a very important word to a lay-
man like me.

Now TI'll just cut this real short because I'm just a little guy. I'm
not even a farmer. But I see things from the outside, Steve. So for
you to expedite this food for bullets is something that demands a
lot of study. It takes more brain than what I've got. But I think
that’s the key, Steve. Thank you for letting me have my say on my
day.

Mr. HAYES. Thank you. I appreciate your service in World War
I, II, Korea, Vietnam, war against terrorists. And our men and
women in uniform are so magnificent. And we just need to keep
them continuously and constantly in our prayers.

I was at Omaha Beach—well, I was at all of Normandy just a
couple weeks ago. And to think back over what’s been done so we
can be here doing the things we do, it just brings tears to your
eyes. Tears of gratitude and grief. That we need to uphold prin-
ciples and stand behind what those men and women have died for
and are willing to die for in the future, and it’s so, so important.

Again, don’t underestimate the enemy. The terrorists do not
want you feeding their oppressed potential and actual subject. As
much as we try to do that in every instance. I made a comment
the other day we need to be dropping food not bombs. But part of
the war against us, they don’t have any rules. They have no rules
whatsoever. And this is something that we have to win without
question.

Steve?

Mr. KiNG. Thank you.
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And, Arie Oliver, thanks for coming forward and making that
statement. I appreciate that. And I note that we are working to put
a schedule together because I promised you I was stopping by for
a cup of coffee one day. And when we do that, we'll bring along the
movie camera. And we’re going to collect your story on your World
War II experience, and it will go in the Library of Congress to be
ther;:1 as a permanent record of your experience. Thank you so very
much.

Mr. HAYES. OK. Is this Dan? I've been calling all of them Dan.
I beg your pardon. I didn’t have my sheet here.

Mr. ScHMITT. Dan Schmitt. Thank you. I moved to Iowa in 1953
when I left—was graduated from Beloit High School in Tipton,
Kansas. I've been the American Agriculture president. I'm—not in
disrespect to you, but it’s the group that went to DC in 1979 to get
a price for our production. Consequently, I was not part of them.
I was just part of the other organization.

But since then, I've been with NORM, National Organization of
Raw Materials. We have put together a study over the years that
show that we have been taken down gradually from the time that
we had parity. And I know most of you people think parity is the
wrong thing, but back when we had parity, in 1972, we had the
plan to abolish farm price support programs and new direction for
U.S. agriculture policy.

Ever since that time, our policies have been going down, down,
down. And I've got more graphs to show that. But a Congressman
back in 1927 said, if we leave parity go, we can look at bank-
ruptcies throughout the country. We've experienced that.

In 1985 in DC I was in Senator Harkin’s office, and we were
working for a 70 percent parity with a 2 percent add-on. At that
time, he said, no, we can only go to 70 percent. Today we’re less
than 20 percent, and it doesn’t create any wealth for the people in
the towns.

In order to be fair, I have a Republican comment when the
Democrats were in office saying that we were moving people off the
farm into the towns. It doesn’t matter which party we’re on, but
it’s the way we’re set up.

And Carl Wilkin who was born and raised after World War II
came home, and he put together a parity concept that creates the
wealth that we need.

I was addressing the supervisor’s meeting in Marshall County
the other day and the city council, and they were working on TIF.

Mr. HAYES. Tax increment financing.

Mr. SCHMITT. Time increment. And as he was showing all the
graphs explaining how each of those things happen, then afterward
he says, our Marshalltown is actually going down. Our average in-
come per worker is going down. He had no solutions. But I couldn’t
stand it. I had to say we need parity. I know we’ve been educated
to think that that’s not so. But with NORM, American Agriculture,
and Mr. LaRouche—and I know you won't like that, but he’s the
most sincere person to help this country out of the devastation that
we have. Ron covered it somewhat, but I've been very close to the
LaRouche group. I've studied it a long time, many years. They have
the only real solution to create wealth that the cities and farms can
all survive.
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I just don’t understand how we can, each year, come to the Farm
Program and with our hat in hand and ask somebody to give me
a price. It should be part of the economy that creates the wealth
for the rest of the country.

Mr. HAYES. We need to wrap up here.

Mr. ScHMITT. Yes. Arnold Paulson in Michigan many years ago
figured that if we just took the mail route of any small town in the
country and added that to the income for the farmers—to the city,
everyone in the city could have a much better life income because
of the increase in agriculture income if they had a parity plan.
Thank you.

Mr. HAYES. We appreciate your comments very much. We're not
here to like. We're here to listen.

We’ve done a good job of that today, Steve.

I want to thank all of you all again for your incredible hospi-
tality. Look forward to return.

Steve, before I bang the gavel?

Mr. KING. In conclusion, I think that the panels of witnesses that
we’ve had up here have just been outstanding. And there is so
much more wisdom in each one of you than can be shared here in
a 5-minute presentation. And some of it’s in this notebook. Many
of the staff members in Washington will go through this, some of
the Members will go through it, my staff will go thoroughly
through it, and I will as well, and we’re going to look for those
gems of ideas that are here.

You can have the best idea in the world, but you have to find
a way also to market that idea. And that’s part of what’s going on
here today. You’re marketing your ideas. I'm going to take some of
those ideas, and I'm going to try to market them to the rest of the
committee while we’re writing the farm bill for 2007.

Before we do conclude, I'd ask Bill Northey if he would just stand
and give us all a wave. He’s the candidate for secretary of agri-
culture and likely the next one for the State of Iowa.

Bill?

So if you have anything you want to take up with Bill at the end
of this, he’s back there also ready to lend an ear to you.

And one of the other things I'd like to mention is Dr. Struve’s
daughter is here I see.

And I want to thank you for serving in Iraq for a year. I've had
an opportunity to speak with you after your return. Thanks for
your service to this country and for everyone who’s done so.

And, again, this is a privilege for me to be here, to listen to all
your testimony, to showcase what goes on here in western Iowa.
And the model that you have here is a model I think much of the
rest of the country can aspire to, particularly the lead that you've
taken in renewable energy, and sets that standard for the rest of
the country.

As I go around the country to those other places, around the cor-
ners of the continent and even other places in the Corn Belt, they
are well behind where we are with their renewable energy.

And we didn’t say very much about wind here today. Jim Meyer
mentioned it I think briefly. But with ethanol, with biodiesel and
with wind, we are an energy export center.
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And 5 or 6 years ago, that was about beyond our comprehension.
But we're going to take this level up now and we’re going to build
this out to the limits of our capacity here in this area. But I believe
also that ethanol grows out to the limits of the Corn Belt. I believe
biodiesel grows out to the limits of the Soybean Belt.

And then the cellulosics still is a case that needs a little more
science to it. And we have an infrastructure system to support our
soybean and our ethanol, our corn production, and that was a natu-
ral so that we could go into ethanol and biodiesel; but not so much
a natural for the cellulosic.

And then the emphasis on local producer ownership for these
ethanol and biodiesel plants that we have, and as much local pro-
ducer ownership as we can for our wind. Keep the wealth close to
the land, value add to that as close to the cornstalk or the bean
stem as you can, as many times as you can, and we can continue
to build wealth in this country.

And I thank you all for being here. It’s been a great turnout. And
I appreciate Chairman Hayes for coming here to Iowa and get a
chance to showcase. I hope you come back with your shotgun in the
fall next time, Robin Hayes.

Mr. HAYES. Thank you. Steve does a great job. And just to touch
on a couple more things. You all have been great talking about al-
ternative energy and all those things.

We haven’t talked about clean coal. We haven’t talked about of
coal. We haven’t talked about tar sand. We haven’t talked about
things we haven’t even discovered yet. The potential is unlimited.
And in a country like America, we can develop those potentials,
and I hope we will.

A quick political science question. How many of you know the
significance of the number 218? You need to know that number. It
takes 218 of us in the House of Representatives voting one way for
something to pass. It’s crucial. People from all over the country
with different climates, different philosophies, different constitu-
encies, they represent their folks. They're close to the people. It’s
a wonderful system. But you have to have 218 to get anything
passed. Once that happens in the House—and we in the House
work for a living. We're not like the Senate—it goes to the Senate,
which is the graveyard oftentimes.

So this is leading up to giving you the courage to send it, to fin-
ish the process of not eliminating the death tax but taking it to a
dramatically different level. What we passed the other night was
dramatic. It’s a $10 million exemption. It’s keeping the rates down
to the 15 percent rate until you exceed 30.

So encourage the senate to do what they said they would do: The
right thing. Again, keep that money in your pocket and invest in
the future of America.

All right. How many of you know the significance of 219? This
is the last one. 219 is a room off the floor of the House where we
vote for—every Monday, Tuesday, depending on when we start. A
group meets to pray for the future of this country, for wisdom for
our leaders, for the protection of our troops, and any and every
other thing. You at home can at your church or at your own com-
puter plug into that web site and get specific direction on what the
issues of the week are so that you, too, can be praying specifi-
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cally—and I hope youre doing it in general—for our country and
its future. As we return to prayer, we will return to the kind of
prosperity that God will bless this Nation for because we've been
faithful to him.

This hearing is now adjourned.

[Whereupon, at 11:10 a.m., the subcommittee was adjourned.]

[Material submitted for inclusion in the record follows:]

STATEMENT OF MARK LEONARD

We all agree farming is necessary to the vitality of Iowa’s economy, and that a
stable food supply is a critical concern to all Americans. We must also all recognize
that farm programs have been and continue to be a form of social engineering.
Therefore, let us resolve to use farm programs for desirable outcomes which will
serve the greater good of rural America.

Three issues I wish to address are farm program payment limitations, turning
CRP lands into an economic contributor to the local economies, and restoring equi-
table and fiscal soundness to crop insurance programs.

In addressing payment limits, I wish to first acknowledge that Americans support
free enterprise and respect those individuals whose hard work and exceptional tal-
ent lead them to great success. However, if that success is achieved primarily as
a result of the use of other’s tax dollars, a critical re-evaluation of the social and
economic impacts to the economy suggests changes are needed. The largest farm op-
erations have been able to raise families, update equipment, and acquire land with
sizeable program payments and without the necessity of actually making a profit
from the production of program commodities. The largest operations have used pro-
gram payments in excess of their family needs to continue to expand their land
base, taking land away from or putting it out of reach of the very families the tax-
payers intend to support with a farm income safety net. When more than 70 percent
of the benefits go to as few as 10 percent of the operations, it is easy to understand
why agriculture and rural communities have been victims of significant consolida-
tion of farming operations. Typical farms, sometimes referred to as family farms,
have not had this level of government support and must actually have profits from
their production to provide for their family’s needs. The tax payers of this country
have been led to believe that smaller operations are unable to compete due to pro-
duction inefficiencies. Analysis of the facts demonstrate that assuming all available
labor is fully employed, efficiencies do not increase as operations expand beyond
basic commercially viable size. The advantages the largest operations obtain are due
to government supports in excess of the basic family living costs, enabling the large
outfits to use tax payer funds to subsidize their costs of overhead. Can anyone truly
suggest that any American should expect their government to provide hundreds of
thousands of dollars per year, every year to any family simply because they choose
to farm? With real payment limits in place the competitive advantages will accrue
to those who truly are the most ambitious, most efficient, and most desire to make
a living in production agriculture. Closing the loopholes in farm legislation that al-
lows for the largest operations to receive the bulk of the support is the first step
we need to take to help breathe life back into our rural communities.

CRP has without question been a popular and useful program in the opinion of
most Americans. The environmental benefits have been significant and should not
be given up in future farm bills. However, many rural communities will confirm
that land laying idle has a detrimental impact on local economies. In the future,
a new plan for an enhanced, economically beneficial CRP needs to be developed.
Iowa’s economy has never been based on raising corn. It has been based on using
corn. Even in the renewable energy environment we are in today, by far the most
important use of corn is for livestock feed. A new plan for CRP that will allow use
of CRP for controlled grazing programs will significantly and positively impact rural
TIowa communities by expanding our livestock production. I would propose that a de-
clining CRP payment, reduced by 10 percent per year over a period of 10 years
would be greeted with much enthusiasm in areas with high CRP acreage. During
those 10 years, the owners should be allowed to graze the land, under a managed
grazing program to maintain the conservation benefits that have been obtained, but
also to allow the land to make a significant economic contribution to local econo-
mies. Rural populations would respond and grow with the increased economic activ-
ity. Over the course of 10 years, the infrastructure (fencing, water systems, handling
facilities) can be rebuilt and cowherds can be reestablished. After 10 years of re-
building cowherds and infrastructure, the land is most probable to stay in pasture
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and not only are the conservation benefits maintained, but economic activity will be
restored to rural communities.

Crop insurance reform should be a major priority with insurance rates being actu-
arially sound on a state by state basis. Those states where indemnity is higher than
the premiums paid, should have their insurance rates raised. States where pre-
miums paid are in excess of indemnity payments should have premiums reduced.
Among the most significant advantages will be to allow producers in each region to
grow those crops most logically suited to the environment instead of raising com-
modities simply based on the most advantageous government programs.

Future farm programs should recognize the environmental advantages and short
comings of each region of our nation. Over production of commodities that are sim-
ply dumped on world markets can be avoided by no longer encouraging their produc-
tion in regions not suited to their production. Reform of crop insurance, creating a
method to allow grazing of CRP acres, and enforcing meaningful payment limits will
allow each region to utilize it’s natural resources to the best advantage while con-
tinuing to enhance conservation of our resources and improving our environment.

STATEMENT OF ALLAN J. KRAMER

Welcome to Sioux Center, Iowa. I would like to thank Congressman King and the

g.(l){nmittee for inviting me today to share my thoughts with you about the new farm
111.

Today you are in northwest Iowa, an area that is known for rich soil, excellent
crop production, a thriving livestock industry that produces high quality meat, milk
and eggs. We have an educated work force with a strong work ethic, and a healthy
partnership between grain and livestock production.

At Sioux Pharm, Inc. we have benefited from that partnership in some non-tradi-
tional ways. Sioux Pharm, Inc. is a major world producer of Chondroitin Sulfate.
This product is used to relieve joint pain caused by arthritis. This product is ex-
tracted from bovine cartilage which includes bovine trachea. Ten years ago bovine
trachea was used for mainly as a pet food ingredient.

Today over one-half of the bovine trachea produced in the USA is shipped to our
plant in Sioux Center for production of Chondroitin Sulfate. This is an excellent ex-
?mplei) (l)lf value added agriculture, which I would like to see continued in the new
arm bill.

Another product produced by Sioux Pharm, Inc. is Phosphatidylserine. This prod-
uct is used to improve brain function and slow down age associated memory loss.
This valuable product is another example of value added agriculture since it is pro-
duced from a by product of soybean oil production.

We support the continued use of biotechnology to produce pharmaceutical prod-
ucts in transgenic grain. Sioux Biochemical Inc. isolates transgenic proteins from
corn for other companies. We can isolate bovine Trypsin from corn in truck load
quantities. With this technology, a protein like bovine Trypsin can be used in phar-
maceutical manufacturing without concern of BSE contamination or other possible
virus that may come from animal sources.

Another value added product being developed by Sioux Pharm, Inc. is Hyluronic
Acid. It also plays a part in treating joint pain. This product will be isolated from
chicken combs, a product that currently is being discarded.

Sioux Pharm, Inc. would like to see continued and renewed support for Bio-
technology and Renewable Energy projects. The Midwest is leading in the produc-
tion of Bio-Diesel and Ethanol. Vegetable oils and animal fats can easily be con-
verted to Bio-Diesel fuel. Sioux Pharm, Inc. is developing new technologies for con-
version of animal fats and crop oils into Bio-Diesel fuel. We would also support re-
search in growing new oil rich crops for Bio-Diesel production and animal feed uses.

We would like to support the Rural Development programs in the new farm bill.
This program could support renewable energy programs and assist in our mission
of reducing our dependence on foreign sources of energy.

These programs would continue the vision of agriculture production and market-
ing in the Midwest.

Some additional focus items to consider are in area of Bio-Energy. Special consid-
eration should be given to Renewable Energy and Midwest agriculture, as to how
together we can support research and production in this growing new segment of
crop production and use application of agricultural products in development of en-
ergy. We need to continue to improve our independence rather than dependence on
foreign sources of energy. Rural Development and Economic Development must be
encouraged to continue to support and promote more USA production of energy from
all available sources. Teaming up Bio-Technology and Agriculture are two strengths
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that are available to us today, and should be a big consideration in today’s discus-
sions of the new farm bill.

STATEMENT OF DUSTIN BOLLIG

Thank you, Chairman Hayes, for allowing me to testify on the future needs of the
coming farm bill. My name is Dustin Bollig and I am a 25 year old farmer from
Fenton, IA. I have worked on my family’s farm all my life growing corn and soy-
beans, and recently graduated from Iowa State University with an Agriculture de-
gree in 2004. I have since returned home to work on the farm.

My concerns towards the future of farming are at its base, the beginning farmers.
We face many road blocks that detour our entry into this challenging business.
While I was attending Iowa State, I met many peers with the same issues I was
facing at home. Cash rent was financially bid out of our reach from other estab-
lished farmers, and land was selling way too high for someone with a small amount
of equity to cash flow. Furthermore, older farmers had no incentive on retiring the
land to new farmers who are willing and eager to care for the land.

In order to discuss and address some of the issues mentioned above, I decided to
form a network called the Beginning Farmer Network (BFN). This network focuses
on developing advantages toward young and beginning farmers like ourselves. It al-
lowed us to build a community that could communicate and help each other solve
problems. The network also actively seeks out knowledgeable speakers in the real
world of agriculture to present solutions as well. That way we had a better approach
to get into farming after we graduated. Soon after I started this group, I had 138
members and averaged 40 students at each meeting. Four years later it is still a
profound network at Iowa State University and is providing an annual conference
for all past members to attend. This event is sponsored by the Beginning Farmer
Center (BFC) whose goal is to help young people get back into the farm by linking
them with retiring farmers.

One of our first speakers, John Baker from the BFC, gave us a lot of interesting
statistics that they have found through their research. What interested me the most
was the fact that in Iowa, 70 percent of the landowners were 55 and older (48 per-
cent are above 65). Furthermore, 70 percent of that group had no planned successor!
This showed us that there is plenty of room for new farmers to enter into the busi-
ness if the retiring farmers would retire the land to us. However, there are many
disadvantages we face getting started compared to established farmers.

Established large farmers get bigger volume discounts when purchasing inputs
and collect larger government payments. This allows them to pay a higher amount
of cash rent than my peers and I can afford. They have advantages in crop insur-
ance because they are guaranteed 75 percent of a 10 year average of all their farms,
whereas a new producer has to take 75 percent of the county average which is con-
siderably less than what established farmers get. At this point, it seems these farm-
ers have all the advantages they need, so my colleagues and I would like to make
a few suggestions that would bring some advantages to the beginning farmers table.

(1) A deduction in Federal Income Tax to landowners who rent their land to a
beginning farmer. The deduction must also be subtracted from at least some of the
rent so the young farmer pays an amount that will help him build up his net-worth.
It should be designed to encourage a long term relationship so that the land owner
doesn’t have to keep looking for a beginning farmer a few years later.

(2) Allow a reduced capital gains tax to those who sell their land to a beginning
farmer. Again make sure that the buying price is lessened from the tax reduction
so both parties win.

(3) Provide matching funds to the Beginning Farmer Center. This would allow
them to expand their knowledge and goals more efficiently by providing regional of-
fices across the state, which would help provide a better service of connecting people
like me with retiring farmers, and supply more in-depth research concerning prob-
lems faced by beginning and retiring farmers. They would also help sponsor and
spread the Beginning Farmer Network that I started to other colleges across the
state, assisting the BFN in its goal of developing a statewide or national community.

These are a few issues that we believe would significantly help people like me
across the country become more established for the future, while at the same time
helping to keep life in rural communities before they are lost forever.

Thank you for your time and I hope you can see the importance of our future in
this industry; Not only for us, but for generations to come.
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STATEMENT OF WAYNE DYKSHORN

I'm Wayne Dykshorn, a dairy farmer from Ireton, Iowa. My wife Jeanne and I
operate a 350-cow dairy and farm 650 acres producing over 8.8 million pounds of
milk over the most recent 12 months. We have been in the dairy business for 42
years. I serve on the Central Area Council board of directors of Dairy Farmers of
America, Inc. (DFA), a national milk-marketing cooperative based in Kansas City,
Mo. with dairy farmer member owners in 48 states.

I represent my fellow local dairymen on various state and regional organizations
by serving on the boards of the Iowa division of the Midwest Dairy Association
board, the Iowa State Dairy Association and the Dairy Herd Improvement Associa-
tion board. He is an elder for the First Reform Church of Sioux Center, Iowa.

While organizations that I serve have not officially established positions for all of
the 2007 farm bill issues, I would like to share my thoughts on some of the major
themes that will define the dairy sections of the bill.

I would like to thank Chairman Goodlatte and Ranking Member Peterson for
their help to all DFA dairy farmer member owners in the passage of S. 2120—the
producer handler legislation. We worked on this issue for more than three years and
it would not have been passed without your support.

(1) DFA members are participating with all the other members of the National
Milk Producers Federation’s Dairy Producer Conclaves to develop a consensus posi-
tion on farm bill issues. We will keep you and your staffs informed of our efforts
and seek your counsel on issues as we discuss them.

(2) Because we do not think there will be radical shifts in policy direction as a
result of the 2007 farm bill we support the view that an extension of the current
farm bill which will work well for most of the nations dairy farm families.

(3) We feel the next farm bill should maintain some form of an economic safety
net for dairy farmers. Safety nets prevent prices from falling so low that businesses
become unviable. Because dairy products are such an excellent source of nutrition
for our nation and due to the high fixed cost of becoming a dairy farmer and the
fact that milk production assets have limited use in any other agriculture enter-
prises, past Congresses have maintained safety net provisions for the dairy indus-
try. We hope this Congress will continue these policies.

The most important safety net provision we have is the dairy price support pro-

am. We favor continued operation of the dairy price support program at a targeted

9.90 U.S. average manufactured milk price. We would oppose granting the Sec-
retary of Agriculture any discretion, which would reorient its intended purpose
away from supporting income to farmers just to result in minimizing government
costs—and we may need Congress to instruct the Secretary of Agriculture of this
fact in some official manner. Under President Bush’s proposed Agriculture budget
the Secretary of Agriculture would be allowed to adjust buying prices for products
made from milk (cheese, butter, and nonfat dry milk) so as to reduce the cost to
the CCC for products purchased. This could allow for a reduction in targeted sup-
port price from that $9.90 as specified in present legislation.

Additionally, I would request that the Commodity Credit Corporation (CCC) take
action and adjust the support program purchase price levels for cheese, butter and
nonfat dry milk to reflect the significant additional costs manufacturers face when
selling products to the CCC. The current CCC purchase prices for dairy products
do not reflect any costs beyond those incurred for commercial sales. As a result,
market prices for individual products have, from time to time, fallen below support
levels, allowing the price of milk used to produce them to fall below the statutory
support level for milk of $9.90 per hundredweight at average test. NMPF has pro-
vided information to CCC but thus far CCC has been unwilling to take action. The
result is that manufacturers will sell to buyers other than CCC at prices below the
support level in order to gain a higher value than the support purchase price and
the support price targets are not maintained.

Right now CCC is buying some NFDM—doing what safety nets are supposed to
do. The last time milk prices fell to safety net levels was in 2002 when the average
class III price for the year was $9.74 (below the safety net price of $9.80 for milk
of 3.5 percent butterfat test). The 10-year average class III price is $12.62. Because
the price support program is in place and working we hope to avoid a price crash
like in 2002—but if it wasn’t around and prices did fall to that level the Dykshorn
farm would face a loss in income of $254,146 on an the most recent years produc-
tion. That would be hard for our business to withstand. We are very interested in
stable policies that help to keep reasonable prices and a safety net that maintains
some level of viability for a dairy farm family.

The second safety net provision is the Milk Income Loss Compensation (MILC)
program, which DFA supports as long as there are no caps limiting access to the
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benefits. My farm is affected by the payment limitations, restricting my ability to
fully take advantage of this program. Like the price support program I view the
MILC program as a valuable safety net for producers pay prices. The MILC program
should be extended to match the term of the 2002 farm bill to insure its continued
existence. Its key benefit is that it puts cash in the hands of farmers at the very
point it is needed most—the lowest point of the price cycle.

In general the guidelines for a safety net program should be that the program:

e not discriminate between farmers of differing sizes;

e not discriminate between farmers in different regions of the country;

e not be high enough to encourage additional milk production.

The government’s safety net policy should only operate at a point where a collapse
of producer prices could force too many producers out of business and our nations
milk-producing infrastructure would be damaged.

(4) We support continuation of the Federal Milk Marketing Order program. Mar-
keting Orders are important to us as they undergird all of our marketing and pric-
ing efforts all over the country. Orders assure dairy farmers a minimum price, as-
sure that all competing milk buyers pay the same minimum price, assure that all
dairy farmers share equitably in the returns of the marketplace and assure that the
terms of trade are uniform throughout the Order’s marketing area. These objectives
remain very important ones in the dairy marketplace. Moreover, despite the claims
that they are outdated and not relevant, the primary reasons for the institution of
milk orders still exist. There are many more buyers than sellers and the average
sized milk buyer is much larger than all but the very largest dairy farms. Milk pro-
duction is still very seasonal. Milk demand has a weekly and seasonal purchase pat-
tern that requires substantial costs to balance producer supplies with buyer de-
mand. Individual dairymen, and even large groups of dairy farmers, continue to
need the stability of Orders to deal with these marketing challenges.

We are, however, becoming very frustrated in our attempts to get the Order sys-
tem to recognize local issues—such as in our case the problems caused by de-pool-
ing. De-pooling results in farms in the same area getting widely different pay prices
in the same month for no valid economic reason. It is just the difference in various
buyers’ ability to utilize loopholes in the Order regulations.

In addition to making producers upset about the different pay prices depooling
and negative PPD’s really mess up a producers ability to hedge his milk price. Sev-
eral DFA members testified about this at the hearing and again USDA recognized
the problem. I personally have used contracts to try to stabilize my milk price and
so have my neighbors. Several people I know have existing contracts out into 2007.
The next time we get in this situation—if we don’t get a decision, there will be peo-
ple asking questions and again being upset and concerned.

This should be fixed and we have asked USDA to do so in a Hearing. They agreed,
saying so in a Recommended Decision issued on February 22, 2006—but we still do
not have a Final Decision.

DFA has participated in the industry make allowance discussion in both the Cali-
fornia and Federal Order hearings. We understand the importance of product for-
mulas and the need for them in our pricing structure.

DFA continues to support the NMPF compromise position, which calls for a rea-
soned and limited increase in the make allowances if justified by a Hearing Record
and found for by USDA. But these changes should be paired with an index that will
adjust the formula for energy cost changes and “hold harmless” any change in class
I and class II prices from any changes in make allowances.

The industry (and USDA according to the “delay Notice) is waiting for a com-
prehensive study from Cornell University on the product formulas and manufactur-
ing costs. We are waiting until that data is released and plan to review it carefully.
We expect to work with the other cooperative members of National Milk Producers
Federation to evaluate the Cornell study.

USDA has requested additional proposals be submitted by September 30. If we
have any proposals for consideration we will submit them by the deadline.

We seem unable to get the USDA staff to realize the problems this causes and
need them to be more responsive. If USDA fails to help dairy farmers in this di-
lemma we may need legislation to address this issue.

Also, while we too are frustrated with the slow pace of change thru Federal Order
hearings, we are hopeful that reforms underway initiated by USDA will speed up
the hearing process and make it easier to get a Decision.

(5) A majority, but unfortunately not all of the nations dairy farmers, have funded
and are operating a self-help program—Cooperatives Working Together (CWT).
Dairy farmers voluntarily pay 10 cents per hundredweight on all milk produced in
order to structure the size of the nations dairy-cow herd and more closely tailor milk
supply to demand. Additionally, the program works to assist exports of dairy prod-
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u}(l:ts in lzan attempt to market and promote domestically produced dairy products to
the world.

However, the CWT program is not intended to replace Federal farm programs and
can never do so because there will always be those who choose to take advantage
of the programs benefits but never pay their share. Even after two years of success-
ful implementation there are still over 25 percent of the country’s dairy farms that
choose not to pay in. In spite of our success we still need Congress’s help in provid-
ing policy support to our industry.

(?1) Dairy Farmers also see policies outside of the farm bill impacting their future
such as:

Environmental Policies. The implementation of conservation practices on our farm
is extremely important to our operation. Increasing the funding for the Environ-
mental Quality Incentives Program (EQIP) in the 2002 farm bill was very signifi-
cant. We applied and received funding through the EQIP programs to offset the cost
for these practices. Without the cost sharing mechanism it would have been difficult
to fund some of the necessary and recommended practices.

There is another matter of local interest that I'd like to bring to your attention.
Our area is a heavy livestock farming community. As such alfalfa hay is a key com-
modity and widely grown. However, the farm programs do not provide for any sup-
port payment calculations based on alfalfa production. So a primary use of cropland
that could meet the program goals is excluded from any consideration.

I urge you to join the more than 170 House members cosponsoring HR 4341 as
part of a bipartisan effort to clarify that animal manure is not a hazardous waste
under the Superfund law or its counterpart, the Community Right-to-Know Act.
Congress should clarify that it never intended to jeopardize American agriculture
by imposing strict, joint, several, and retroactive CERCLA liability on farmers for
their traditional farming practices, including the use of manure as a beneficial fer-
tilizer.

My family has always taken our responsibility to protect the environment very
seriously. Dairy farmers and other agricultural producers for years have been regu-
lated and required to have permits under the Clean Water Act, Clean Air Act and
numerous state laws and regulations—but never under the Superfund Law. It is es-
sential that Congress protect farmers and businesses that depend on agriculture
from this potential threat to their livelihoods.

Workable Immigration Laws. I support the AGJobs Provisions contained in the
Senate version of the Immigration Reform and I ask your support for passage of leg-
islation that contains such language.

Estate Tax issues. Ways & Means Chairman Thomas (R-CA) has proposed a com-
promise on the estate tax issue. He proposes to set several levels of taxes on estates.
Estates of $5 million (singles)—$10 million (couples) would be exempt from taxation
indefinitely. Tax on estates of $10 million to $25 million would be taxed at the cap-
ital gains rate (15 percent currently & rising to 20 percent in 2011). Estates worth
more than $25 million would be taxed at twice the capital gains rate. This proposal
appears to be very good for dairy farmers and I would encourage your support.

(7) Another reason we support extending the current farm bill is so that we can
have a more clear view of the Doha Round of the WTO trade talks. We can see no
reason to change our programs until we know what the world trade rules will be
and more importantly perhaps who will play by them.

e We support multilateral trade talks that level the playing field of dairy export
subsidies, tariff protections, and domestic support programs.

e We can’t support a final agreement unless it represents a net increase in our
ability to compete against our more heavily subsidized and protected competitors in
the EU, Canada and Japan, as well as more balanced trading opportunities with
key developing countries.

e We support the continuation of the dairy price support program with or without
a successful Doha Round. We strongly disagree with those who claim that the price
supp(g"t program must be phased out or eliminated upon completion of the Doha
Round.

e We support additional legislation to make the import assessment for dairy pro-
motion (15 cent check-off) WTO-compliant by extending it to dairy producers in
Alaska, Hawaii, District of Columbia and Puerto Rico.

(8) We support the Dairy Export Incentive Program (DEIP) and the requirement
that the Secretary of Agriculture be directed to see that the allowable amounts of
cheese, butter and nonfat dry milk be afforded export assistance equal to what we
are allowed under the current WTO agreement. Currently no government export as-
sistance is being offered, even though, by law, the Secretary is directed to do so,
and by agreement we are allowed to do so under the WTO agreement.
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In closing, Chairman Goodlatte, I want to thank the House Committee on Agri-
culture for having this series of field hearings. We know we can’t explain all of our
concerns here in detail but want to make you aware of them so that when we do
provide you with additional details you will better understand our concerns.

STATEMENT OF STEVE RACHUT

My name is Steve Rachut. My wife, Beth, and I are young farmers from the
Osage, Iowa area. We farm approximately 200 acres of corn, soybeans, and alfalfa,
along with finishing feeder cattle. Also this year we are raising 6 acres of onions
and 17 acres of sweet corn. I began my sweet corn business at age 12 and we cur-
rently market the entire 17 acres of production at roadside stands in our area.

I am a 2004 graduate from Iowa State University with a degree in Agricultural
Business and Agronomy. My wife is also a 2004 graduate from Iowa State Univer-
sity with a degree in Agricultural Education/Communications and Agronomy.

As a member of the Beginning Farmers Network and farming full-time, the fol-
10Win§ are some of my observations about the 2002 farm bill that I have taken no-
tice of.

In regard to vegetable production, I have a few concerns with the existing farm
bill rules. Currently under the 2002 farm bill, a producer that has never grown
vegetables or does not have a history of vegetable production on a particular farm
unit cannot grow vegetables and still receive government payments on that farm.
In my opinion, this is not freedom to farm because vegetable farmers are getting
penalized for growing vegetables.

The only farm program that our vegetables qualify for is the Non-Insured Crop
Assistance Program (NAP). I believe that the NAP program is not a useful risk
management tool. This program can only be used if we have at least a 50 percent
loss of yield to even qualify. In our situation, our onion crop was flooded in 2004
and we had a 95 percent loss of our proven yield. In an average year, it costs around
$2000 to grow and market one acre of onions. The NAP program paid us $530 per
acre that year for a near 100 percent loss. Therefore, I do not think this program
is very practical.

My solution to farmers not being able to grow vegetables without a vegetable his-
tory is to eliminate the rule that prohibits them from doing so. At the very least,
allow farmers to combine all of their eligible acres for vegetable production and be
able to choose which farms they can produce them on even without a vegetable his-
tory.

If the new farm bill will continue to make direct payments for coarse grain pro-
duction, then it would only be fair to include direct payments for fruit and vegetable
production. Also, a comprehensive viable insurance program for vegetable and fruit
crops needs to be offered in all states even if there are only a few producers of these
crops. I believe this would replace the NAP program and offer more protection to
fruit and vegetable farmers.

The next point I want to bring up is really a rhetorical question. Who will be
farming in the future and what will rural America be like without small and mid-
sized farmers? From a grain producing standpoint, what I am encountering in my
area is that a majority of land being available to rent is going to a few large farms.
It is difficult for a young farmer like me to compete with the high cash rents. Rea-
son being the margins are so small that it would take a very large volume of acres
to be able to make a living.

I believe a solution to this problem is to have realistic payment limitations that
will be enforced! There shouldn’t be any loopholes that can be used to receive sev-
eral payment limits that ultimately go to one individual. One way of enforcing this
might be to have payment limits based on a personal id number such as a social
security number. Another way might be to trend towards conservation payments,
instead of the huge amounts of production payments. I feel by rethinking how pay-
ments are being made, the individual farmer will be able to farm independently in
the future. With these concepts, rural America can still thrive.

For the new farm bill, the question must be raised as to where will the most sup-
port be given. Will it be to the small and mid-sized farms or will it be the large
farms? I strongly believe the future of rural America and the small towns that in-
habit it will be dependent on how the above question is answered. As a beginning
farmer, I do not want to see a few farming entities controlling the crop and livestock
industry in my area.

Thank you for the opportunity to share some of my opinions and observations
with you today.
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STATEMENT OF REXANNE STRUVE

Struve Labs produces pigs by the gold standard method for clean stock derivation.
These CDCD (Caesarian Derived, Colostrum Deprived) pigs are born within a sterile
bubble by Caesarian Section, then taken to a biosecure laboratory where they are
raised without colostrum, or the mother’s first milk. This means these pigs haven’t
been exposed to the bacteria and viruses that are present in the mother sow’s body.

In the 1960’s and 70’s, this method was used to produce SPF (Specific Pathogen
Free) pigs to start clean herds on farms. The SPF program was started by veterinar-
ians to fill an agricultural need—clean pigs that could go to market faster and
cheaper by eliminating profit robbing diseases.

In the recent past, CDCD pigs have been used primarily for FDA required safety
and efficacy tests of vaccines used in US swine herds. These pigs are also used to
study emerging swine diseases, since CDCD pigs are free of confounding factors
which may skew the course of a disease entity.

While swine vaccine trials remain the core of the present business, Struve Labs
has begun producing antibodies for use in treating human diseases. Work has also
been done on the development of transgenic pigs which carry enough human genes
to allow the use of pig organs to replace human organs. This has huge implications
in the treatment of human maladies such as Type II diabetes, heart, liver, and kid-
ney failure, and burn wounds, to name a few.

Future plans for Struve Labs include raising small numbers of these unique pigs
in specialized units on family farms in close proximity to a central surgical facility.
From these animals, this hospital will harvest organs which will then be flown to
transplant centers all over the US. The need for educated, high level positions such
as surgeons and technicians will profoundly affect the local area and its economy.
Sioux Center has seen the same effect with the progression of Trans Ova.

Struve Labs began as Merrick Labs in Manilla, lowa and has expanded through-
out the last 45 years. It provides jobs and opportunities for local people to work and
improve their skills and wages. It has progressed to an entirely different business
now, with global impact and possibilities. This is a boon to rural Western Iowa.

Any legislation that can help producer entrepreneurs to improve their businesses
in rural America will be welcomed and appreciated. The term ‘producer’ may include
businesses like Struve Labs that are using crops and livestock previously considered
commodities, to improve the health and well being of humankind and to provide im-
proved livelihoods in rural Iowa and America.

Big ideas don’t always come from big companies. With the challenges, opportuni-
ties, and possibilities coming with xenotransplantation and human antibody produc-
tion, anything that can be done to encourage the growth of small companies in rural
communities will help.

The evolution of Struve Labs and businesses like it which will help the human
and animal populations need room to expand and grow. An environment which is
friendly to new ideas and businesses is imperative.

Thank you very much for your time and your attention.

Rexanne Struve, DVM

STATEMENT OF THOMAS E. OswALD

To introduce myself, I am Thomas E. Oswald a fourth generation farmer operat-
ing land near Cleghorn in Cherokee County of northwest Iowa. I am proud to grow
corn and soybeans using direct seeding (no-till) methods which I find produce yields
comparable to more conventional farming systems at reduced input and environ-
mental cost.

In a review of the organizations to which I volunteer my time and energy, you
will find that I am an At-Large Director of the Iowa Soybean Association and Chair-
man of the Cherokee (County) Soil and Water Conservation District board of com-
missioners. To be clear, the opinions I present today should in no way to be consid-
ered speaking for those groups. The words you hear or read are my own. However,
I think many northwest Iowa farmers might voice or support similar opinions.

I have been involved in agricultural policy issues since 1981 when I graduated
from Iowa State University with a Bachelor of Science Degree in Agriculture. I have
served on agriculture advisory committees for both Congressmen Latham and King
over the years.

In 1995, at an advisory committee meeting following a field hearing similar to this
one today in Sioux Center, I asked a simple question that caused the room to go
silent. That question was “Why do we have a farm program?”
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I believe the silence was due to the time it took many to process the question.
And, that is a big reason for problems in the “Farm Program” as I see it. It appears
that few participants in the process seem to ever consider or ask the “Why?” ques-
tion.

Until the “Why, Who, and What” questions are answered as part of a planning
process looking at the end game, vision, and goals for this government expenditure,
it is unlikely lasting success will be achieved. A definition of success must be devel-
oped from which to work backwards.

With this upcoming farm bill, the process is at risk of being centered on “more
of the same” and protection of turf rather than seriously considering numerous
stakeholder goals, values, or vision. I am not in the “it’s good enough, extend it”
camp. I would like to see a vision based rather than agenda based farm policy.

Observation. For the 70-plus years since the beginning of farm programs back in
the days of the New Deal, the reasoning for said programs always seemed to be “To
Save the Family Farm” or “To Provide a Safety Net”. In the beginning, diversified
small family operations that dotted the rural landscape were being squeezed be-
tween the dual forces of cyclic weather events and an unwinding of fiscal exu-
berance that occurred following World War I. Loan and price support programs were
developed based on crop production and supply management. I believe the primary
goal of such programs was to stabilize agricultural asset values lessening the rural
impact on the nationwide banking crisis of the Great Depression.

Over the course of those 70 years, though discussed and attempted, there seemed
to be little lasting resolve to wean program crop production agriculture from govern-
ment payments. It seems like everyone is worried about the “safety net” not what
the program is causing.

All the while, it was clear that family farm numbers and rural population as a
whole were declining. The reality is that government farm program payments have
become entitlements in the minds of many people. Just recently, I heard a farmer
making a statement that he was “going in to (to the FSA and NRCS office) get some
free money”. In my view, large entitlements devalue initiative within an industry
and reduce its ability to compete and adapt. Row crop agriculture is a mature indus-
try. Does it need much in the way of entitlement? Maximum efficiency should have
been gained by now. Has it?

The decline in the percent of the U.S. population actively working in production
agriculture is a function of technology. The trend of technology adoption and related
productivity increases per person are not likely to level out or cease soon. Productiv-
ity growth has been a mainstay of this country. something to be proud of. I do not
wish to return to “horse and buggy days”. But, many concepts we use in subsidizing
program crops are still rooted in that era.

Many studies support the notion that agricultural asset values, in particular pro-
gram crop land, have been distorted (increased beyond productive market value) by
historic and expected future value of program payments.

If the goal of the farm program has been to save the family farm and rural popu-
lation, there is plenty of evidence to the contrary. The net recipient of production
based subsidies appears to be the value of program crop land and the balance sheet
of whoever owns that land whether they farm and reside in rural America or not.

It is also clear that crops under program crop status are often in a state of over-
production with resultant distortions in cropping rotation and production systems
from what likely would have occurred under a market-based system. Creativity and
non-program crop production is penalized as producers drive to maximize payments
by sourcing control of program crop land and pushing for maximum production on
that land to capture maximum payments per acre controlled.

The major flaw in production based (acre/yield/price per yield) agricultural sup-
ports is that this becomes a treadmill running ever quickly and steeply. The supply
of productive land in the U.S. is relatively fixed. It doesn’t make economic sense to
artificially support an already limited, expensive and required production medium
(with hardly any substitute) in an environment where economic flattening of the
world continues to find new, lower cost, or renewable lands suitable for production
in other countries. I know land is technically an investment. But why should we
be happy seeing the opportunity cost of operations being driven up due to a subsidy?

For the most part, subsidies that promote land values do the producer little good
unless that producer owns most of the land in the farming operation. Studies show
that operator ownership share (acres owned as a percent of acres farmed) is declin-
ing. Less than 50 percent of the land in Illinois is farmed by the owner if my mem-
ory of the numbers is correct. And, unless the unearned gain delivered by the sub-
sidy is captured via borrowing, sale, or taxation, what good is the increased land
value? The relationship between land value and crop value/profit is rather elastic
as it is.
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There is nothing wrong with land as a storage vehicle for wealth. But, the value
should reasonably reflect productive value as it stands in competition with other un-
subsidized investment alternatives. Farmers have historically reinvested in their
business any funds remaining after living and tax expenses. However, high volume,
narrow margin crop production leaves little room for young farmers renting land to
become owners after family living expenses are taken into account. Even with sub-
sidies, for a cash rent farmer, the ability to retain a large share of the wealth cre-
ated is limited.

It appears that subsidies which increase the opportunity cost of land are impeding
the ability of new blood to own land. The average age of farmers keeps increasing.
Somewhere in the future, substantial amounts of land will be positioned for trans-
fer. The question is how many of the remaining producers will have the ability pay
the price of land for sale? With that, will land continue to concentrate in the hands
of those not actively participating in production? If the goal of current farm policy
is to support asset values and concentrate land ownership, then it is working just
fine. Is that what active farmers and the non-farm public really want?

The “Freedom to Farm” legislation of the 1990’s was in many ways a great im-
provement where planting flexibility opened the door to innovation in crop mix
while allowing farmers to farm all of their productive land every year so long as
relevant conservation measures were employed. Farmers by and large LIKE those
freedoms. However, unanticipated elements of “Freedom to Farm” resulted in exces-
sively low prices at times, huge cost to the treasury, disparities in payment distribu-
tion, and many potential challenges in the arena of world trade.

This doesn’t add up. For me, a corn and soybean producer in Iowa, the concern
is, eventually, perpetually higher unlimited payments will be needed to maintain
our principle program crop margins.

For the most part, before family operations build equity in their business, they
have to pay the cost of family living with off-farm employment or as draws on the
business. Annually, farm family living expenses don’t amount to hundreds of thou-
sands of dollars. Something is broken when operations require payments many
times that required for family living expense just to survive. This suggests an exces-
sively high cost structure for that crop enterprise. Eventually, I predict, corn and
soybean growers will be as addicted to program crop payments in an attempt to sus-
tain operating margins as our farming brethren are with cotton and rice. Without
restraint, we will cost ourselves out of any semblance of comparative advantage in
the world marketplace.

In contrast to when this country was settled, nowadays out in the country, farm-
ing neighbors often view each other as competitors rather than members of a rural
community. If something doesn’t change, negative baggage relating to this will like-
ly accelerate the decline of rural counties containing a high percent of acres in high-
ly subsidized crops and limited agricultural crop or business alternatives. If rural
America is the soul of America, this isn’t a good thing to let happen.

To be clear, I do not advocate that the Federal Government abandon farm sub-
sidies and rural development all together. We should be careful to not to disarm in
regards to world trade. What needs to be done is a very complete re-evaluation of
the “Why” question I mentioned earlier. We need to find high moral ground in our
policy and have tough resolve in dealing with those (businesses and countries) who
attempt to play games with us.

Where from here. In hearings such as this and numerous other information gath-
ering sessions, the primary goal should be to develop a vision and definition of suc-
cess. where we as a country want to be in regards to production agriculture and
rural development financial supports and rural financial health. Once defined, then
it is imperative to align the behaviors (policy and programs) with such vision. I will
suggest some ideas.

The first step is to determine if we value people (farmers, families, communities)
more than we value assets (money, land values). I do not believe that subsidies that
artificially support asset values are sustainable in the long term. Limited direct as-
sistance to people working and innovating in a tough business environment is much
higher moral ground compared to nearly unlimited assistance that seems to do noth-
ing but enhance the balance sheets of already wealthy people. Once developed and
stated, I believe we need to develop means to monitor if programs (behaviors) are
successfully aligning with our values and vision.

Farm program policy of the past, for the most part, has been and still is an exer-
cise in central planning. To get the subsidy, you had to grow the crop the “program”
deemed applicable. Such programs have resulted in economic distortion as well as
being proved questionable and anti-competitive in the world market. Innovation, en-
trepreneurial spirit, cropping mix/diversity and creativity in crop utilization have
been stifled under such programs in my view.



55

People in the country need to be free to manage the land and other assets to the
best of their comparative and competitive abilities. I truly believe that agricultural
policy needs to return to a philosophy of asset pricing and allocation operating with-
in in an environment of competitive and transparent markets on both the input and
output sides. I know it won’t be easy as it appears that world trade talks aren’t de-
fining the “WHY” question very well. We have GOT TO define what success looks
like and innovate to get there.

Realities of Life. Farm policy needs to incorporate some simple realities of life.
Laws of nature and human nature really do not seem to vary that much. Both mar-
ket based and central planning methods to allocate agricultural resources and pro-
duction have weaknesses. Various methods won’t work well if they are not cali-
brated to handle the fact that the two “natures” are more powerful and good at find-
ing gaps in logic or preparedness.

There is no question that Mother Nature is powerful, variable, and, at-times, un-
predictable. But, she offers the opportunity to create new wealth in using her land.
Allocation of resources to deal with the whims of nature is best left in the hands
of people who understand what they are dealing with in their back yard. not in the
hands of bureaucrats hundreds or thousands of miles away.

Though varying by culture around the world, the needs and requirements for peo-
ple to survive intertwined with various virtues and frailties that make us human
are constants that must be calibrated into policy. Yes, there are individuals and
groups who are off the chart in some way or another but they are a minority in
my mind. Very few people in the world have total disregard for family life. Most,
I suspect desire a simple pursuit of happiness while living in a decent environment.
These are values of common interest.

I have seen that people will find any plot they can to grow something for them-
selves if they have some motivation. This desire might range from a tomato plant
in an apartment window box to a terraced field chiseled out of a mountainside. I
suggest that people universally value food security over absolute bottom dollar food
price (including subsidies). This is why tax paying Americans have accepted (at
least they should) to some degree, subsidies to growers to assure a significant por-
tion of food production remains in our country. Maybe this isn’t on the mind of the
average American consumer everyday, but there is an intrinsic value in knowing
where one’s food comes from. We should work to link that need for security as one
of those values within our farm policy.

Maintaining a diverse and dispersed population of growers as “food security
agents” for the majority (consuming) public is “saleable” in this country. I believe
our country can defend in world trade talks the position that decoupled payments,
as part of a national food security policy, are not trade distorting.

I believe that the tax payers of this country are willing to support growers who
actively operate their farms and demonstrate high levels of stewardship on the land.
Just as few people chose to build their own house or maintain roads themselves,
there is a case to be made that U.S. citizens will support performance payments to
people actually working to achieve environmental improvement. And, in the arena
of world trade, I believe little argument can be made against such payments. It is
human nature for people not to wish their nest be soiled... at least if they can help
it. They are willing to entrust and compensate others to help keep it clean for them.
Farmers are at the grass roots level and on the front lines in this respect and are
the perfect candidates to implement practices and receive compensation.

The vision: Thinking again about the flattening economic world (borrowed from
Thomas Friedman), if we build our agricultural policy vision around values that uni-
versally mean something to people, I don’t think such policy will be successfully
challenged at home or abroad.

This is why I am greatly in favor of a major decoupling of farm payments from
production. As I suggested earlier, I believe unlimited payments based on produc-
tion are fundamentally flawed, economically unsustainable, and need to be replaced.

Payments and policy need to be people-focused where the factors for receiving
payments are environmental performance and active participation in farming. Policy
structure should encourage entrepreneurship, cropping flexibility, and innovative
problem solving as much as possible. Largest payments should be tough to earn
rather than taken as “free money” entitlements. Leveraging mechanisms could link
program payments with rural development funds to encourage growers, rural people
and their respective communities to unify, determine, and solve local challenges
hopefully creating local opportunities in the process.

As much as possible, land opportunity cost needs to relate more closely to produc-
tivity value derived from relatively unrestrained and creative management. not cen-
tral planned program crop payments and their respective distortions. Balancing dis-
tortions from previous farm programs and managing the transition are the big chal-
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lenges for any innovative new farm policy direction in my view. At least a goal and
vision based process should help illuminate the right path. I seriously doubt much
land will ever be left unfarmed in areas naturally suited for crop production. human
nature tells me so.

Environmental and resource management incentives similar to CSP make sense.
Growers with an “ownership attitude” for the resources they manage are the ones
best suited to select from a shopping list of incentives. Incentives should be perform-
ance based as opposed to regulation heavy. Peer-reviewed science should be the
basis used to research, estimate, and document environmental response and cost/
returns for practices performed. From there, people can begin to generate incentive
values (in dollars) for those practices. It might take work, but things of lasting value
often do.

EQIP and CSP programs offer some guidance on potential stewardship enhance-
ment categories and payment strategies. But I hear the methodology needs some
work in getting good input from the most affected stakeholders. On-farm research
and system evaluation projects have merit as an enhancement category as these
generally stimulate innovation. The public supports wildlife and scenic habitat so
these may be elements of a category. The key is to establish monetary value for
such activities and compensate growers once they choose items best adapted to their
situation. Should this path be taken for the primary means of farm support, then
it is critical that the Federal Government fulfill its part of the agreement by consist-
ently providing the resources (money and technical support) promised. This should
NOT be an in/out/maybe kind of program approach. There is significant trust that
must be maintained for success.

Ideas for Implementation. Utilizing the FSA county office/committee type of struc-
ture and NRCS for technical support in administrating direct decoupled payments
and environmental stewardship incentives respectively, the payments would be dis-
persed directly to persons with evidence of actually farming crop land. The numbers
I toss out might be suitable for northwest Iowa but not necessarily everywhere else
in the United States.

By adjusting the proposed levels of payment, I think direct decoupled payment
might serve as a mechanism for transition in areas incredibly dependent on huge
annual subsidies. But, there is significant risk that resolve to reduce payments will
wither over time due to lack of fortitude or by strategic design of interest groups.
this must be watched or the trust promised in the process will be broken.

Per-acre direct decoupled payments could be something like $25 per person per
acre ($50/married couple) up to the first 320 acres (total maximum $16,000 annually
going to two Social Security Numbers linked to those acres). This baseline payment
structure could include various leveraging opportunities such as Federal matching
funds for use in qualified rural development or value added investments, farm
(rainy or disaster day) savings, health savings accounts, and risk management vehi-
cles that people could use to care for and manage themselves in tough times. I pro-
pose one-half the total payment at sign-up with the balance paid after demonstrat-
ing actual participation and completion of a crop cycle. To receive payment, you
must be “real”.

Eligibility requirements for full payment should include the signing a social secu-
rity number linked affidavit declaring active participation in risk, management, and
labor, as well as residency in proximity to (reasonable travel distance) the farmed
lands during the principle cropping months. In regards to married couples, spouses
need not demonstrate levels of physical participation equal to that they would as
individuals. Marriage should not be a penalty. The program should be family friend-
ly. Participation in multi-family farming arrangements such as family farm corpora-
tions, partnerships, limited liability companies, and other structures chosen for opti-
mal business management should not degrade payments so long as each payment
recipient (individual or couple) provides evidence of acreage share and all other dec-
larations I suggest as requirements above. Proof of citizenship should be required.
There should be an allowance for special circumstance such as in the case of phys-
ical disability due to an accident for example.

“Push” in land prices should be marginalized compared to what we see under cur-
rent coupled programs. The goal and purpose of such decoupled payments should
be to encourage and maintain an actively participating rural population free to de-
termine their best economic combination for creative and innovative use of the as-
sets they control. Some groups fear that any significant change in Federal farm pro-
grams will eventually lead to the end of program payments altogether. Eventually,
non-farm tax payers will grow tired of hearing that the equivalent of six figure
checks are being sent to millionaires on an annual basis. especially if those million-
aires aren’t farming. Rather, I suggest payments directly supporting families with
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an entrepreneurial spirit and passion for farming in a market oriented environment
will yield higher taxpayer value, palatability, and support.

Crop price would be market based. Margins would likely remain tight. This could
encourage sharing of highly productive but expensive equipment and technology to
lower cost for moderate acreage operators. Greater feeling of community as opposed
to the sense of outright competition now seen may result from increased coopera-
tion.

It is likely some individuals will utilize a strategy of high acreage, high volume
production. However, once over 320 acres, their relative subsidy will decline accord-
ingly. I have no problem with large acreage operations as long as they operate in
a relatively unsubsidized environment. Some operations will prosper, some will not.
just like what happens with Main Street businesses. They don’t have much of a
“safety net”. Fit, trim and innovative businesses are a good thing.

Disaster payments should be eliminated in favor of actuarially sound crop insur-
ance products. Limiting the number of acres eligible for premium buy-down is im-
portant or insurance will become the next driver in farm size competitiveness
issues. There should be some limited circumstance national or world trade emer-
gency provisions. Multi-month full recourse crop loans may make some sense as
marketing and cash flow tools allowing growers to better tolerate periods of wide
basis. Storage is risky but so is farming. With risk goes reward. Not every acre or
bushel should have the protection of the so called “safety net” it just isn’t economi-
cally logical.

As noted above, I believe CSP type payments are a natural fit for a values and
mission driven farm policy. Payments within this model might be twice that of the
direct decoupled payment I illustrated above. $100/acre per farming couple up to
320 acres for an Iowa example. In the past, the primary factors for payment were
land controlled and resultant production. Performance based programs should be
well defined. I think that payments should be based on PERCENT of total acres
achieving various categories and multipliers. To achieve 100 percent of the steward-
ship incentives, 100 percent of the land farmed should be managed in an enhanced
stewardship fashion.

For example, let’s say the maximum annual payment for soil quality enhancement
is $10,000 per couple. Let’s say that long term no-till and complex rotations each
have top scores in that category. Maybe a farming couple is operating 1000 crop
acres. Maybe only 500 of those acres are suited to a no-till corn/soybean system.
Other land may have other needs and requirements with part of it unfit for annual
row-crop production. To me, there is no need to shackle the farming couple to a
practice that is ill suited or poorly adapted just to fit a “box” for payment. If they
can adapt methods that meet the goal criteria on 80 percent of the acres by using
no-till on some acres and rotation on others (where row crop adaptation is poor)
then pay 80 percent of the maximum and free the couple to seek creative and inno-
vative practices to meet incentives on the balance of the acres.

Under the example above, one can envision other brackets and groupings in a
check list fashion whereby various combinations and multipliers would attain maxi-
mum stewardship payments. Environmental enhancement will occur if well de-
signed programs stimulate the natural sense of innovation and creativity that is in-
herent to most farmers. Use carrots, not sticks.

In summary, the direct, decoupled payment added to maximum stewardship en-
hanced payments would total $48,000 for an actively farming couple on 320 acres.
This is an area that will be rather open to argument as it should be. But, at least,
there is better chance of knowing where the money is going. I chose 320 acres be-
cause average farm size has already surpassed this thus acreage for pay would not
drive size larger.

Decoupled payment strategy is helpful in allowing formerly non-program crops to
find a place in the production matrix. There is no linkage concern, thus no penalty
for pasturing grass feed organic beef on former program crop corn land for example.
Breaking the coupling should open up opportunity to service markets.

The payments should be traceable to people who meet well defined criteria. Align
the program criteria with the goals, vision and values as I mentioned earlier. In-
creased self determination should be a goal. There are numerous other enhanced
payments (like rural development projects) that may work effectively within this
performance and goal based structure.

There is always a need for oversight, audit mechanisms, and penalties for fraud.
I believe that the locally elected committee structure is a good first layer of over-
sight. I believe that people should be given 1 maybe 2 “strikes”. With each strike,
those breaking the rules would be given counsel on where they broke rules and how
to stay in compliance. Those guilty of fraudulent pursuit of payments (used up their
strikes) would find their Social Security Number permanently barred from receiving
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program payments. And, any operation they where associated with should be barred
as well. Peer and business partner pressure might be useful in setting boundaries
for those contemplating fraudulent arrangements.

Pete Rose was removed from his career playing major league baseball because he
broke the rules by betting on games. Fraudulent farmers should feel similar pain.
This program structure is based on a public trust that growers are doing the right
things in exchange for payment. Verification and enforcement are essential elements
in maintaining that trust. If you accept government funds, you should be held ac-
countable.

Role of individuals (farmers and families). With land capable of cropping (includ-
ing hay, grazed forages, vegetables, possibly fruits and nuts) the Iowa farmer will
be free to determine crop mix and utilize production methodology he/she feels will
yield a marketable crop from the resources and skills they have available. Erosion
controls as required in past farm bills will still need to be met even on acres not
achieving stewardship enhancements.

This program structure will require aggressive crop management and marketing
skills. Payments topping out at less than $50,000 per year would not be enough to
subsidize and protect large wild cat farming ventures to a significant degree.
Former program designs with high payments gave large operators “muscle” in the
fight for asset control. This will go away. But, the limited direct payment would
greatly reduce the pressures family living costs present in the management decision
matrix of family sized farms. Land values (price and rent) would likely decline to
more market competitive levels based on productivity and crop mix value.

Years ago, a neighboring farmer made the statement to me, “Give a farmer a
nickel and he will borrow a dime to spend with it.” Farmers will invest payments
wherever they feel there’s a reasonable opportunity for return. this might be in their
family, their business, or possibly their community. It is not the place of government
to tell them where that should be...carrots, not sticks. It is very likely payments as
I propose will circulate more effectively in the rural community than the monies
doled out in past programs. Open and competitive markets are the best method we
have for balance.

Roles of Governments in Agriculture Policy. If a market based philosophy becomes
the norm in U.S. agricultural policy, then oversight by respective government agen-
cies is critical. Open, transparent, and competitive markets are essential for this
form of asset allocation to perform correctly.

In respect to world trade, fiscal policy actions of trading partners need to be mon-
itored so they don’t become a means of back-door trade distortion.

At home, there is cause for alarm with the trend to limited players in seed genet-
ics and meat packing. There should be enhanced oversight and regulatory enforce-
ment in regards to anti-competitive business activity in both the supply and demand
sides of the markets farmers have to deal with. no matter what changes occur in
the next bill.

Domestic farmers would be subject to a world market environment in the market-
based policy I propose. Most market players dealing with growers are multi-na-
tional. The world is their playground. Individual growers wield far less market
power than the companies they deal with. Laws need to be enforced that balance
the equation. Theodore Roosevelt understood the importance of balance 100 years
ago. A level playing field may never be achieved. But, nearly unlimited payments
to large farming operations help to position them at the top of a mountain where
there is little competition from entry level players. This is not how capitalism should
work. The government is helping to pick “winners” it seems.

A comprehensive energy policy whereby our country develops its energy resources
is hugely important. Natural gas is of particular interest to farmers as natural gas
supply and pricing impacts nitrogen fertilizer production economics. High prices for
and/or short supplies of natural gas could cause our domestic anhydrous ammonia
production to shut down. Most nitrogen fertilizer forms are manufactured from an-
hydrous ammonia. Domestic ammonia production has been a competitive advantage
for U.S. growers. For grass crops such as small grains and corn, nitrogen is a re-
quired annual input unlike phosphate and potash fertilizer which can sometimes be
foregone in a year of reduced availability. When our domestic ammonia production
shuts down, demand is serviced by offshore nitrogen production. Often, this is sup-
plied in less concentrated and potentially less environmentally stable (prone to field
loss) urea solid and urea-ammonium-nitrate liquid sources. If we lose anhydrous
ammonia production here at home, American farmers are at the mercy of world pro-
duction and pricing. We farmers don’t need an OPEC equivalent in the nitrogen fer-
tilizer supply chain. The U.S. needs to develop its natural gas supplies to the fullest
extent possible.
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Finally, responsible and sensible tax and fiscal policies are as important to rural
citizens as they are to everyone else. I believe it is important for this country to
move to a flatter, simpler tax structure. Tax proposals based on results (such as the
Fair Tax) need to be considered. Such systems might ease the transfer of assets to
younger generations.

Thanks so very much for the opportunity to express my thoughts. I hope they are
taken under serious consideration and prove valuable in forging a farm policy we
farmers can be proud to be a participant in and tax payers can feel comfortable in
supporting.

STATEMENT MATT SCHUITMEMAN

My name is Matt Schuiteman. I am a family farmer from Sioux Center, Iowa. I
grow corn and soybeans in rotation while producing pork from farrow-to-finish. I
farm with my father, Leon, and my grandfather, Art Schuiteman. I am the 5th gen-
eration of Schuitemans to farm our land. I currently serve my church congregation
as the Chairman of the Deacons and the Iowa Farm Bureau Federation as the state
Young Farmer Chairman. Thank you for this opportunity to share my thoughts on
the 2007 farm bill.

The capital intensive nature of agriculture is perhaps the greatest challenge fac-
ing young farmers. Tractors and combines can easily exceed $250,000. Even used
equipment is very expensive. Iowa State University reported in December of 2005
that the average value of farm land in northwestern Iowa is approximately $3,400
per acre. I know of instances where land has sold for more than $5,000 per acre.
Because land is a limited natural resource, farmers will continue to compete in the
free market for these assets. Also, as long as agriculture rewards producers with
narrow margins of profit on high volumes of production, farmers will always seek
new innovations in technology to maximize productive capacity. Modern technology
a?d lallnd are expensive, so producers must expand their farm to harness economies
of scale.

Young farmers, having little equity at an early stage in their career, usually seek
rental arrangements as the preferred method to expand their farm. However, farm
bill payments eventually get bid into cash rents. In the long run, a cash renter is
usually indifferent as to what level of support is provided by the farm bill, because
land rents always adjust accordingly.

Young farmers could benefit from tax incentives given to landowners willing to
lease farmland to a beginning farmer. These incentives should encourage the land-
owner to share the farm bill’s safety net with the renter rather than capitalize all
its benefit in rental rates. Eliminating capital gains taxes for the transfer of farm-
land, between parents and their sons or daughters, would also benefit young farm-
ers. My grandfather might consider selling his land to my father, but with capital
gains taxation he is left with little choice but to hold on to the land until he passes.

The key to unlocking farm profits for all Jowa farmers, young or otherwise, is to
gain further access to value added processes in agriculture. For instance, recent
growth in the renewable fuels industry has brought about investment opportunities
for our farmers. I recently invested in a local ethanol plant. Farmers were once con-
tent to rent small “footprints” of ground to utility companies for wind turbines, now
they are investors. Livestock production is vital to young farmers and the profit-
ability of our growing renewable fuels industry. I raise hogs to add value to the corn
and soybean crops that I grow. I am sure there are many other innovative examples
of farmers successfully engaging in value added ventures.

Being engaged in the value added process requires investment, but investments
are usually risky. The next farm bill should extend the concepts of the current bill’s
rural development and energy titles. The “Value Added Producer Grant” program
and “Section 9006 Renewable Energy and Energy Efficiency”, programs have been
great avenues for Iowa farmers to improve farm profitability.

Young farmers would likely agree that the perfect vision of agriculture would in-
clude a “level playing field” or a “chance to compete in open markets” where there
are no such things as tariff barriers, export subsidies, currency manipulations and
perhaps, even without domestic subsidies. This seems like the perfect goal for the
21st century. However, the reality is, this concept has yet to materialize.

Trade ambassadors representing the United States recently laid a bold proposal
before our partners in the World Trade Organization. Last Monday (July 24th), it
became apparent that our trading partners are not yet comfortable competing with
American farmers on a level playing field. I can see absolutely no benefit to any
farmer in Iowa or the United States by moving away from farm policy that has
largely worked to smooth the ebbs and flows in commodity prices without receiving
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proportionate gains in world market access and material gains in net farm income.
Our negotiating position in the WTO can only be weakened if we unilaterally depart
from current farm policy.

Until WTO negotiations yield real market access and material gains in net farm
income we continue to need an effective safety net that provides support in times
of low income. Iowa farmers firmly believe that this safety net should be consistent
with our international trade obligations as spelled out in the current WTO agree-
ment. To be clear, I feel that the next farm bill should extend concepts of the Farm
Security and Rural Investment Act of 2002 until a new WTO agreement is reached.

I am optimistic about the future of agriculture in our great state. All farmers
would rather rely less on government programs and increasingly more on strong
markets. Recent growth in renewable energy markets is strengthening rural Iowa
one community at a time. Perhaps the renewable energy industry and other innova-
tive opportunities to participate in the value added process will take us more toward
a vision of agriculture where markets provide ample profit opportunities. Until that
occurs, the safety net provided by the current farm bill is a necessity.

On behalf of myself, my family, and young farmers all across Iowa, thank you for
the opportunity to address your panel.

STATEMENT OF JIM MEYER

I am Jim Meyer of Odebolt, Iowa. I am here representing myself as a board mem-
ber of Western Iowa Energy Biodiesel at Wall Lake, IA and East Fork Biodiesel at
Algona. Madeline and I are also investors in ethanol plants. I have been farming
and involved with Farm Bureau, Iowa Pork Producers and Iowa Corn Growers since
1966. Rural Iowa is experiencing a once in a generation rural economic opportunity.
This opportunity is provided through the fast expansion of the production of Renew-
able Energy in making ethanol and biodiesel. In western Iowa, we have not been
offered such an opportunity since the start of Iowa Beef Packers at Denison, IA in
the early 60’s. Investing in Renewable Energy is not limited to Iowa as these crop
driven fuel refineries are springing up all over the U.S. and the world.

The energy title of the next farm bill needs to be strengthened to assure that this
rural economic development continues, at the same time reducing costly farm pro-
duction support.

Rural development funding has been very helpful in encouraging economic activ-
ity for rural America. However the developing research perfecting the converting of
corn to ethanol and triglycerides to bio-diesel is having a greater impact. Each bio-
refinery provides an annual payroll of a million dollars or more that stays in local
communities. More importantly, thanks to ethanol and biodiesel incentives, millions
of dollars of dividends, pass through tax credits and appreciated value of investment
stock has provided an infusion of economic activity that has never previously been
experienced in rural America. This impact has been further supported by research
dollars invested in crop research and development. The opportunity to earn profit
through a good investment is far superior to receiving a government payment just
for being a food producer.

The 2007 farm bill gives us a tremendous opportunity to provide a food production
safety net through providing investment option and allowing crop producers to re-
ceive a profitable price for commodities produced. Following are the elements that
I feel should be emphasized in new legislation.

e The 51-cent ethanol production incentive and the $1 blender’s credit for bio-die-
sel should be extended and considered as an investment in rural economic develop-
ment.

e Thirty years of research in production of ethanol from corn and other forms of
bio-mass has made this fuel practical and cost effective. The same is true for the
chemical process of converting triglycerides to bio-diesel. Research funding to fur-
ther refine these processes should be continued at an adequate rate.

e Cellulosic research is exciting but caution needs to be taken that research dol-
lars for this project are not taken from current ethanol and biodiesel production
which we know will work.

e The future success of renewable energy production in rural America hinges on
well run, profitable livestock operations. While soybeans previously had been proc-
essed for soy meal and oil was a co-product to get rid of, in the future soybeans will
be processed for the oil feedstock for biodiesel and other products. Soy meal will be
the product to get rid of. At the same time corn being processed to make ethanol
is profitable, but we need to use the distilled grain. A strong livestock and poultry
feeding economy is the key to successful use of soy meal and distilled grain co-prod-
ucts as a source of protein for livestock and poultry. If we cannot find a way to
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produce livestock and poultry in large enough production centers to be profitable,
the renewable energy plants will be handicapped. Fortunately livestock regulation
has been left to the states to resolve. Providing research dollars to learn how to
raise livestock and poultry without upsetting neighbors is an important function of
Federal Government and should be part of the farm bill.

e Our friends who are not in the business of producing renewable energy or food
need to have a good reason to support a farm bill. By providing stability so that
renewable fuel can be provided to our citizens, we will attract urban support. We
are all interested in clean air, clean water, less dependence on foreign oil imports,
and providing more dollars pumped into our local communities through profitable
renewable refineries. We are all also interested in keeping good production agri-
culture operators in business to produce safe, healthy and reasonable priced food.
If done correctly the next farm bill can attract urban and rural support and not be
a heavy burden on taxpayers.

In summary, I feel we should seize the opportunity to let renewable energy tax
dollar investment through Federal funding provide for a large portion of rural eco-
nomic development. The tax payer will get more per dollar paid and the people in-
vested in renewable energy will have the joy of being involved. Livestock and Poul-
try production is a key to the success of renewable energy. Difficult economic and
social challenges of production agriculture are best resolved by providing our best
scientific minds with sufficient research dollars, typically through our land grant
universities to resolve the problems.

Production agriculture has never been more exciting. In my opinion the best farm
bill is one that:

e Provides a safety net that rewards farmers for doing things right.

e Encourages risk management programs and rural investments to cover low in-
come or weather related problems and eliminating the need for disaster payments.

e Provides research dollars to find the most environmentally sound and profitable
methods to provide energy and food for U.S. citizens.

Thank you for providing this opportunity for those of us in the trenches to share
our own and neighborhood thoughts on the next farm bill. We need the stabilizing
influence of a good farm bill to continue to provide needed energy and food for our
citizens at a reasonable cost.






REVIEW OF FEDERAL FARM POLICY

MONDAY, AUGUST 28, 2006

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON LIVESTOCK AND HORTICULTURE,
COMMITTEE ON AGRICULTURE,
Springfield, MO.

The subcommittee met, pursuant to call, at 9:35 a.m., in the Mis-
souri Entertainment Center, Ozark Empire Fairgrounds, Spring-
ﬁeald, MO, Hon. Robin Hayes (chairman of the subcommittee) pre-
siding.

Present: Representative Goodlatte [ex officio].

Also present: Representatives Blunt, Emerson, and Boozman.

Staff present: Pamilyn S. Miller, subcommittee staff director.

OPENING STATEMENT OF HON. ROBIN HAYES, A REPRESENT-
ATIVE IN CONGRESS FROM THE STATE OF NORTH CARO-
LINA

Mr. HAYES. Good morning. I am Congressman Robin Hayes from
North Carolina. Roy Blunt, Jo Ann, John, Chairman Goodlatte are
wonderful friends and wonderful servants of the public, so I am
privileged to be here today. I do not get called out much, so I got
to come today. How many of you know Morris Westfall?

[Show of hands.]

Mr. HAYES. Is he reliable? He was telling me a lot of stuff. Can
I count on him?

[Audience response.]

Mr. HAYEs. Well, I want to start off the hearing this morning
with a testimonial to the wonderful people of Missouri. And I have
to confess that I was not very bright. We went to Braums Ice
Cream last night after the ballgame and I left my wallet over
there. Did not even know I had left it. Got a call this morning from
the office back home and this fine young man had called and said
my wallet was there, did they know where I was. And fortunately
I was just down the street, but that is a real testimonial to these
people here in Missouri. So I will always have fond memories of
Missouri. It is a great place to be. So you all go buy some ice cream
and thank that fine group of people.

First, let me thank all of you, particularly the witnesses for com-
ing today, and members of the audience. As many of you already
know, the House Agriculture Committee has been traveling across
the country over the last several months gathering input from pro-
ducers to help us craft the 2007 farm bill.

I was talking to a gentleman and his wife earlier and said you
need to come sit in the front and face backwards because all the
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information and good ideas are going to come from the audience,
not the panel.

To make sure we get as many regions covered as possible, five
subcommittees also are holding farm bill hearings, and I am
pleased to be here in my good friend Roy Blunt’s district because
Roy works absolutely tirelessly not only for the district but for the
country, and for the Members with whom I am proud to associate
myself.

Agriculture is a huge part of his district and he is very active.
He does so many things you would not believe if we told you, but
a big part of his job is representing producers back home here in
Missouri as he is in Washington.

We are also pleased that the chairman of the House Agriculture
Committee, Bob Goodlatte, can join us for the hearing. He has done
a tremendous job at bringing science, logic and reason to what can
sometimes be an emotional job. Like myself, he is a firm believer
in getting outside of Washington and listening to producers who
are affected by Federal farm policy on a daily basis. He, like I, has
a tremendous number of poultry producers in his district in Vir-
ginia.

We appreciate Jo Ann Emerson joining us as well. She serves an
important role on the House Appropriations Agriculture Sub-
committee. Authorizers, the others of us are, and appropriators,
which Jo Ann is.

John Boozman, the cruncher we call him. If any of you all need
to know how to play cricket, he can consult with you on that. I do
not know why I remembered that, but his life is the Air Force and
serving his country, but he is a great guy. Talk to him about ducks
down there in Arkansas.

As I said earlier, the best ideas do not come from Washington.
You all are the people with the ideas and solutions, been there,
done that, and that is why we are here, providing for you all in
helping us help you in rural communities do the wonderful job that
you do. The best way for us to do our job is to get the direct feed-
back in the breakfast, in the hearing. Those of you who use the
program and the farm bill and tell us what is working and what
we may need to consider changing.

The hearing is structured like all of our subcommittee hearings
in Washington. Each witness will have 5 minutes in which to
present their oral testimony. You can either present the testimony
that you submitted, highlight it, speak about other things, what-
ever works best for you. Then we will ask questions.

I always want everybody to know that anyone who wishes to sub-
mit a written statement as a part of today’s hearing may do so up
to 30 calendar days after the hearing, which will be about Septem-
ber 27. Please see my Agriculture staff member, Pam Miller, if you
will raise your hand, or Mike or Don or anybody, we will get that
in. Additionally, all testimony and comments made today will be
part of the official record.

Thanks for our host today, the Ozark Empire Fairground where
Pam exhibited a few years ago when she was even younger. Pat
Lloyd has done a tremendous job in working with us and making
sure everything goes smoothly for the hearing and we appreciate
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all of his efforts, particularly the breakfast. I look forward to to-
day’s testimony.

And now I recognize the chairman of the House Agriculture Com-
mittee, my friend, Chairman Bob Goodlatte.

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

The CHAIRMAN. Thank you, Mr. Chairman. I will be very brief.
We want to hear from these witnesses, that is why we are here.
The committee has had the opportunity to travel to many States
around the country to hear testimony from farmers and ranchers
as to what they think the next farm bill should look like and I am
delighted to be back in Missouri. In fact, delighted to be back in
Congressman Blunt’s district.

Roy Blunt is a leader in the Congress on all issues, but he is,
as I have said on numerous occasions, for me and for the Agri-
culture Committee the go-to guy in the leadership because he pays
a lot of attention to agricultural issues and is very helpful. When
we pass legislation out of the committee and we need to have it
considered by the full Congress, having the majority whip who is
not only helpful, but well aware of agricultural issues and a real
advocate for you, is a tremendous advantage. So I hope all of you
here in Missouri take advantage of that.

I am also delighted to be here with Congresswoman Jo Ann
Emerson, I've been to her district as well. And so I am getting a
real appreciation for the great diversity of agriculture here.

Missouri is a very, very important agricultural producing State
and so it is important that we get this testimony today. As is the
State of Arkansas, just south of here. I have had the opportunity
to visit Arkansas in my tenure as chairman as well, and it is well
represented by John Boozman who I guess represents the southern
side of the Ozarks.

Congressman Robin Hayes is the chairman of our Livestock and
Horticulture Subcommittee. We intend to hear from folks today on
all aspects of the new farm bill, but he does an outstanding job
looking after the interests of farmers and ranchers on livestock
issues and what we call horticulture issues, a lot of people call it
specialty crops. On the committee we do a strange thing, specialty
crops are sugar, peanuts and tobacco. But he has virtually every-
thing else. So the opportunity to have him here to hear your
thoughts on various aspects of agriculture in this State is a great
opportunity and I am welcoming that opportunity to be here my-
self. Thank you.

Mr. HAYES. Before we proceed, I just realized I did not call the
meeting to order, so I can go ahead with one editorial announce-
ment.

If you look at my jacket, that was given to me by the Congres-
sional Sportsman Caucus, the largest group of folks in Congress
who get together around common interests in the outdoors. Has an
awful lot to do with hunting and fishing but everything outdoors.
You all are so important to the Conservation Program, that is one
way you can emphasize by having your Livestock chairman back to
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check on your deer herd, see if your ducks are eating up too much
rice. [Laughter.]

I now call the meeting to order so we can go on the record. And
I would like to invite our first group of panelists to the table, and
they are already here and they are made up of Mr. Howard
Hardecke, a cattle producer from Bolivar, Missouri; Gene Pharr, a
poultry and cattle producer from Lincoln, Arkansas; Mr. Randy
Mooney, a dairy producer from Rogersville, Missouri and Jerry
Hunton, a poultry and cattle producer from Fayetteville, Arkansas.
And who was it said we need to pray for the Razorbacks when they
play USC? Make sure and do that.

Mr. Hardecke, you can please begin when you are ready.

STATEMENT OF HOWARD HARDECKE, CATTLE PRODUCER,
BOLIVER, MO

Mr. HARDECKE. Thank you, Mr. Chairman, members of the com-
mittee, honored guests, ladies and gentlemen. I am Howard
Hardecke, a livestock producer from Bolivar, Missouri. I come be-
fore this committee today as a cow-calf producer who has been in
the cattle business for 33 years and I have seen a lot of trends and
changes in the agriculture industry.

But recently, as I saw the interest rate on my farm operating
loan go up 2 percent, as I have seen fuel for my equipment go up
to over $3 a gallon and as I am suffering through the worst
drought of my memory, I realize we may be facing the most peril-
ous times ever in agriculture. For these reasons, this 2007 farm bill
takes on immense importance.

As you well know, ranchers are an independent lot who want the
opportunity to run their operations as they see fit with minimal in-
trusion from the Government. As the Nation’s largest segment of
agriculture, the cattle industry is focused on continuing to work to-
wards agriculture policy which minimizes direct Federal involve-
ment, achieves a reduction in Federal spending, preserves the
rights of individual choice in the management of land, water and
other resources, provides an opportunity to compete in foreign mar-
kets and does not favor one producer or commodity over another.
I know I cannot address all sections of the bill I would like to in
the time allotted me, but you do have my written testimony and
I would simply like to highlight these salient points:

Number 1, on conservation and environment, I simply say to
please try to educate your colleagues about the issues of EPA’s
Superfund law that attempts to label stock manure as toxic waste;
and also try to educate about EPA’s talk of regulating agricultural
dust and other natural occurring substances.

Concerning trade, the beef industry realizes that 96 percent of
our customers are outside the borders of the U.S. Please take a
strong and vigilant oversight of any trade pact to which American
agriculture is a party. I would like to see aggressive negotiating po-
sitions to open markets and remove unfair trade barriers to our
products.

Animal ID. This is a very, very controversial subject in our in-
dustry, but of supreme importance. Please remain firm on provid-
ing a national ID system that is privately held and that maintains
absolute confidentiality of the producers.
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On business issues, one of the biggest concerns of mine is private
property rights. With the Supreme Court ruling in Kelo v. the City
of New London, ranchers nationwide became very uneasy about
what could happen to their land. One of our premiere rights in this
country is the one to own property. And I encourage and applaud
this committee’s efforts to protect this right.

Also concerning business, I was very disappointed to see the fail-
ure of repeal of the death tax. Cattlemen pay their fair share of
taxes and resent the fact that we are being penalized for wanting
to pass our operations on to future generations. Please make this
concern a priority.

On marketing issues, I support the critical role of government in
assuring a competitive market through strong oversight. This in-
cludes the role of taking the necessary enforcement actions when
situations involve illegal activities such as collusion, antitrust and
price fixing.

A ban on packer ownership or forward contracting has been a
part of farm bill debate for years. I am strongly opposed to those
efforts because by legislating those conditions, Congress is trying
to tell cattle producers how and when to market their cattle.

Another concern is mandatory country of origin labeling or
COOL. I realize the benefits of labeling our products, because we
produce the best beef in the world. 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. A
mandatory tool has turned into yet another commodity type pro-
gram that treats all beef the same and does not allow for forms of
niche marketing. 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.

And finally, as many have said already here this morning, I
would like to address the issue of disaster assistance. Even though
most of us received a great rain this past weekend, we are and
have been in the throes of a continuing drought. This lack of mois-
ture, combined with intense heat this summer, is slowly devastat-
ing the beef industry in Missouri and several other States.

As I said earlier, even though cattle people are independent and
proud, I believe that in order for the beef industry to remain viable
in the international marketplace and to provide meat for our own
economy, that appropriate assistance should be considered for in-
clusion in the 2007 farm bill.

If we can provide billions of dollars of relief for hurricane and
tornado victims, can we not provide some relief for drought-ravaged
cattlemen? After all, by providing some assistance to cattle people,
there promises to be a positive return to the economy.

So in conclusion, as a cattleman, I just want the opportunity to
run my ranch the best way I can in order to provide a high quality
product to the American consumer. I am witnessing today in an ef-
fort to work together with you to find ways to use the extremely
limited funds available in the best way possible to conserve our re-
sources, build our industry and provide for individual opportunity
at success. We ask for nothing more than Federal agricultural pol-
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icy that helps build and improve the business climate for cattlemen
and I appreciate the opportunity to address you this morning.

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

Mr. HAYES. Thank you, sir.

The next panelist 1s Mr. Gene Pharr, a poultry and cattle pro-
ducer from Lincoln, Arkansas. Mr. Pharr.

STATEMENT OF GENE PHARR, POULTRY AND CATTLE
PRODUCER, LINCOLN, AR

Mr. PHARR. Mr. Chairman and members of the committee, Con-
gressman Boozman, I would like to thank you for the opportunity
to testify today. My name is Gene Pharr, I am a poultry and cattle
farmer from Lincoln, Arkansas. I own and operate five broiler
houses. Poultry is the primary source of income on our farm.

I have been an active participant in the EQIP as I have used the
cost share program to build a stacking shed and use alum to tie
up phosphorus in the broiler litter. Neither of these two practices
contribute much to my bottom line, but they allow me to help pro-
tect the water quality that leaves my farm.

Poultry farmers have been blamed for polluting the water in
northwest Arkansas, but I am old enough to remember how muddy
the Illinois River used to be after a rain when most of the land was
tilled every year. The availability of poultry litter has turned the
eroding hillsides into beautiful permanent pastures which allow lit-
tle soil erosion when it rains. These pastures support more cattle
to improve the profitability of the farms.

Arkansas produces over 1.2 billion broilers each year, ranks sec-
ond in the Nation in broiler production. The State ranks third in
turkeys and fifth in eggs. The poultry industry accounts for nearly
50 percent of Arkansas agriculture, based on the value of produc-
tion. But many poultry farmers are in trouble due to rapidly in-
creasing energy prices.

Our outdated U.S. energy policy has led to over-dependence on
foreign sources to meet our country’s energy needs and have re-
sulted in severe energy price volatility. High energy costs remain
a major uncertainty as farmers try to cope with the high cost of
production. In my case, propane is the major energy cost and the
cost has nearly tripled in 7 years that I have had my houses. Elec-
tricity has recently risen drastically because of transportation prob-
lems with coal, forcing the use of higher priced electricity from nat-
ural gas. The rise in energy cost has put most poultry producers
in a bind where they can barely survive.

In addition to the financial hardship of rapidly rising prices, we
face an uncertain future as the attorney general of Oklahoma has
attacked the poultry companies claiming poultry litter is hazardous
material. We have EPA currently trying to determine if the ammo-
nia that comes from our houses exceeds the threshold that was de-
signed for releases from industry, not from bacterial action in ani-
mal manure.

The 2002 farm bill was carefully crafted to provide a safety net
to farmers and ranchers while supporting the rural economy. Our
conservation provisions resulted in the greenest farm bill ever. The
farm bill strengthened our economy by encouraging more than $62
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billion in agricultural exports in 2005. Current farm programs en-
able the U.S. to export production from approximately 1 out of
every 4 acres. More than 17 percent of the total American work-
force produces and processes and sells the Nation’s food and fiber.
By any measure, agriculture is the backbone of our Nation’s econ-
omy and is an invaluable component to our national security.

The authors of the 2002 farm bill should be commended for the
increase in funding working land programs such as EQIP and CSP.
I believe it is important that we maintain a balance between the
working land conservation programs and land retirement pro-
grams.

I know the budget situation is drastically different going into the
2007 farm bill debate in comparison to the 2002 farm bill. I feel
the conservation provisions of the farm bill are important to help
producers afford to be good environmental stewards.

I would like to address the Environmental Quality Incentives
Program, or EQIP, within title II of the 2002 farm bill. EQIP pro-
vides poultry producers critical financial support on conservation
practices such as stacking sheds, amendments to treat animal ma-
nures, fences and stream crossings and others. EQIP funds should
not be used for wildlife habitat over conservation needs, since there
are other programs to fund wildlife habitat.

I would like to see the program continued within the 2007 farm
bill, though with price adjustments included so that escalating
prices of materials are accounted for. For example, my EQIP con-
tract calls for 3 years of alum at $250 per ton. This amount ini-
tially covered the cost of the alum but now the cost has risen to
almost $500 per ton. The new contracts cover the cost, but existing
contracts have not been adjusted.

The Conservation Security Program, or CSP, is a working land
conservation program that rewards farmers and ranchers for being
good stewards of the land. It provides financial and technical as-
sistance to promote the conservation and improvement of soil,
water, air, energy, plant and animal life.

CSP works great in conjunction with EQIP as it rewards a farm-
er and rancher for being a good conservationist and helps offset ex-
penses for ongoing projects. One problem CSP has is that it is not
available to everyone. I feel the program should be open to all
farmers and ranchers across the United States.

The CRP is a land retirement and conservation program which
addresses soil, water and related natural concerns. The program is
funded through the Commodity Credit Corporation, CCC. It makes
rental payments based on agricultural rental value of the land and
it provides cost-share assistance for up to 50 percent of the partici-
pant’s costs in establishing approved conservation practices. Par-
ticipants enroll in CRP contracts for 10 to 15 years.

I would ask that considerations be given to support the use of
animal manure to replace chemical fertilizers. Poultry litter is ex-
cess in some watersheds like the Illinois where I live, and is being
moved out to areas where crops are grown and phosphorus is need-
ed. The high cost of fuel limits how far it can be moved. Currently
the value of broiler litter is about $40 to $50 per ton, just for the
N, P and K, not counting the organic matter and other beneficial
things in it. Could something possibly be done such as eliminating
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Federal fuel taxes on fuel being used move excess litter out of an
impaired watershed?

I support full research and development for the increased produc-
tion of all forms of renewable fuels from agricultural resources for
energy use.

Mr. Chairman, the 2002 farm bill not only established a safety
net for our producers, but it also provides leverage for international
trade negotiations and needed conservation program support. I
support the concepts of the 2002 farm bill for inclusion in the 2007
legislation.

Thank you very much.

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

Mr. HAYES. Thank you, Mr. Pharr.

Our next witness is Mr. Randy Mooney, a dairy producer from
Rogersville, Missouri.

STATEMENT OF RANDY MOONEY, DAIRY PRODUCER,
ROGERSVILLE, MO

Mr. MooNEY. Thank you, Congressman. For the record, I am
Randy Mooney. I, along with my wife Jan and a partner Kent Mil-
ler, operate a dairy farm in southwest Missouri around Rogersville.

My leadership positions in the dairy industry consist of Vice
chairman of DFA and chairman of the Southeast Area Council of
DFA. So thank you for coming to southwest Missouri.

The dairy industry in this part of the country is going through
something that I certainly have never experienced in my 25-plus
years of dairying. That is low milk prices and 20 months of dry
weather. Couple that with high energy costs which affects our fuel
and our fertilizer, and we really have a disaster in the dairy indus-
try in southwest Missouri and a lot of areas in the southeast. I
know you are limited to what you can do, but some type of drought
assistance or emergency feed program is very much needed and
certainly would be appreciated during these times.

When we look to the future for what we need in the dairy indus-
try, we must be careful to not get rid of things that have served
us well for many years. One of these being the Federal Milk Mar-
keting Order Program. Marketing orders are important to us as
they underpin all the marketing and pricing efforts all over the
country. Orders assure dairy farmers a minimum price, assure that
all competing milk buyers pay the same minimum price and assure
that all dairy farmers share equitably in the returns of the market-
place and assure that terms of trade are uniform throughout order
marketing areas. These objectives remain very important in the
dairy marketplace today as they did in Federal order systems when
they were put in place.

Southeastern dairy farmers are in an expanding market. Popu-
lation in the Southeast is growing each year. However, the South-
east is a difficult and high-cost area to produce milk. With high
cost comes a need for a high return just to break even, much less
make a profit. From the numbers of farms leaving the dairy indus-
try in the Southeast, we can safely assume that many dairy farm
businesses simply are not making a profit.
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Milk markets are priced based on national supply/demand situa-
tions, which are largely influenced by areas of the country that
have a surplus of milk, primarily California and the Southwest.
The national situation does not necessarily reflect the needs of the
class 1 market, especially so in the Southeast. Therefore, we feel
the need for a separate pricing system that allows all class 1 milk
to be priced at a level assuring local consumers of fresh local prod-
uct. Because of this situation, we are suggesting a policy under the
order which would establish a floor for the class 1 mover at not
lower than $13 per hundredweight. This solution would be market-
based and cause no additional Government cost and help assure a
local supply of fresh drinking milk. We are asking that this be in
effect for all orders, and not just specific to the Southeast.

As I said earlier, we support the Federal Milk Marketing Order
system; however, we are becoming very frustrated in our attempts
to get the order system to recognize increasing cost of transporting
milk to the market. The very real impact that fuel costs play in the
transportation equation and the manner in which these costs are
not equitably shared among all producers in the Federal order sys-
tem and passed to the consumer is extremely unfair.

Specifically, we ask that the existing transportation credit sys-
tem be adequately funded. This system has been in place since the
late 1990’s and helps to share the cost of bringing in milk from out-
side of the order into the Southeast market. I know you are aware
of what diesel costs have done. In 1997, this program offset 95 per-
cent or more of the transportation cost and today, it offsets 40 per-
cent, leaving dairy producers to pick up the rest. Our proposal up-
dated the 1997 program to levels that reflect current costs and in-
cluded a fuel cost adjuster that recognizes changes in diesel prices
in a responsive manner.

We also asked USDA to institute an additional transportation
credit system that would help move milk inside the Southeast to
customers in the Southeast. This new program is very much like
the existing program and would be run by the order system to en-
sure fairness and accuracy for all farmers in the order.

Milk from this area regularly goes into other parts of the South-
east every day supplying markets. As Congressman Goodlatte
knows, a lot of his dairymen in the Shenandoah Valley see this as
a big problem. All the dairymen in the Southeast share in a huge
common problem in marketing trying to serve the Southeast mar-
ket. But we seem unable to get USDA staff to realize the dilemma
we face. If USDA fails on this issue, we may need your help
through the legislative process, but we really do not have time for
that. We need USDA to give us a positive ruling on this now.

Another program that is beneficial to producers when needed the
most is the MILC Program. It is a program that we have now and
this program should be extended for the life of the current farm
bill; however, the caps should be removed so all producers can par-
ticipate equally on a per hundredweight basis.

And as has been said by the other people on the panel, we sup-
port the continuation of EQIP. This has been an extremely impor-
tant program for dairymen in helping us protect the environment.

Just to recap, we need USDA to make a decision desperately on
the transportation credits and it needs to be in our favor.
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Class 1 milk needs to be floored at $13 a hundredweight so we
can assure consumers that they have a local supply of fresh milk.

We need Congress to appropriate some money for drought relief
and a continuation of MILC as long as we remove the caps.

So in closing, Chairman Hayes, we appreciate you being here and
we very much thank you for bringing your panel to southwest Mis-
souri. Thank you.

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

Mr. HAYES. Thank you, Mr. Mooney.

And our next panelist is Mr. Jerry Hunton, poultry and cattle
producer from Fayetteville, Arkansas.

STATEMENT OF JERRY HUNTON, POULTRY AND CATTLE
PRODUCER, FAYETTEVILLE, AR

Mr. HUNTON. Thank you, Mr. Chairman, ladies and gentlemen.
I would like to thank this committee for their work and taking time
to listen to issues we see as extremely important.

As county judge of Washington County, I would like to bring to
your attention that poultry is accountable for approximately 12
percent of our economy. A negative impact on poultry would affect
our entire northwest Arkansas economy and everyone living in our
area.

I am also a poultry farmer. As we continue to attempt to farm
in an environment not friendly to agriculture, we are finding it in-
creasingly difficult to earn a living and pay our mortgages and op-
erating expenses. There was a time years ago when the average cit-
izen understood a great deal about agriculture. This is no longer
the case.

In northwest Arkansas, we are seeing a huge influx of people
coming to the area seeking work and investment opportunities.
Washington and Benton Counties, once leading agricultural coun-
ties within the State, are quickly becoming municipal counties. As
you would expect, this population increase brings with it diversity
in race, income, skills, education and maybe most importantly,
views of the environment. Unfortunately, these different views of
the environment can lead to demands on farmers that are not
based on science, time lines that cannot be met and possible bench-
marks that are creating financial hardships leading many farmers
to financial ruin. The Natural Resources Conservation Service,
Conservation District and the Cooperative Extension Service are
attempting to educate, permit and, in short, keep a lid on this clash
of ideologies. These and other organizations on the front line must
be adequately funded with the goal of educating 99 percent of
Americans who seem to no longer understand or care where their
food comes from.

I am farming the same ground my father and mother bought
with money earned while building Liberty ships in California dur-
ing World War II. They started dairy farming and raising poultry
in 1946. We stopped the dairy in 1998. We now raise purebred
Angus cattle and have 12 poultry houses. We raise poultry under
contract with Simmons Foods located in Siloam Springs, Arkansas,
which is in Benton County. We provide the houses, the labor, fuel,
water, electricity and are responsible for the poultry litter.
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Once this litter was seen by most as a valuable organic fertilizer
that held no equal in producing pasture and hay. But, with the in-
creasing population in our region, which includes Oklahoma and
Missouri, litter is now seen as a liability instead of an asset. This
has led to lawsuits, the most notable being the one pressed by the
attorney general of Oklahoma. Although he insists this lawsuit is
aimed at the integrator, we all know from experience that what-
ever the outcome, the farmer will suffer. These farmers have never
had a place at any table discussing those issues that determine
whether or not they are allowed to continue farming.

Equally important is the fact that ever-increasing interest rates,
gas prices, water, electricity and bedding costs are driving these
producers toward financial ruin. All poultry producers that I am
aware of, no matter who they grow for, are under basically the
same contract. These contracts are offered by the companies and
our choice is to accept it or stop raising poultry. Of course, the lat-
ter means most, if not all, choosing this path would face bank-
ruptcy. There must be a way to help us pass these huge and ever-
increasing costs along the food chain. That can only be accom-
plished with the integrators accepting the fact that we need help
and increasing allowances for all these categories of expenses. We,
the farmer, have no means to do this without the integrator begin-
ning the process.

At this point, I want to clearly say that I understand the need
for the integrators to stay financially strong. I do sometimes feel
that better communication between the grower and the integrator
could solve many issues. Unfortunately, many integrators are sus-
picious and afraid to allow this communication to occur. This com-
munication should be encouraged for the benefit of all.

We do need direct help from all levels of government in moving
poultry litter from farms to those lands suitable for litter applica-
tion. This help includes offsetting the loss of income to the farmer
who historically was able to sell litter to his neighbor and may now
have to pay to have it hauled away. Due to the bulk, movement of
litter is expensive. Help with funding packaging techniques, such
as compression bales and allowing exceptions on State and Federal
highway weight limits are just two considerations. This would
allow trailers with additional axles to haul more bales of litter,
therefore, reducing transportation costs and encouraging more enti-
ties to be end users.

The following are a few ideas on how I think Congress might
help:

1. Structure tax credits to integrators who provide adequate fuel
allowances for their growers.

2. Congress could, through a 1-cent per pound surcharge on all
poultry products, establish a fund to aid poultry farmers with mov-
ing litter and other environmental issues.

3. A buy-down of interest rates. Farmers who historically operate
on very small margins cannot find enough revenue to overcome the
sudden increases we have seen in interest rates.

4. Income tax averaging should be considered—for those who
have income.
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5. Interest rates on beginning farmer loans should be low and the
definition of a beginning farmer relaxed to include those who have
been farming for up to 5 years.

6. Tax exemptions for fuel and equipment for those who move lit-
ter and bedding.

7. Encourage water district that have utilized Federal loans and
grants to structure water rates more favorable to agricultural
users.

There is so much to be said and so little time. Our farmers are
the backbone of the country and many are in danger of losing their
seat on this train we call the American dream.

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

Mr. HAYES. Thank you, Mr. Hunton.

Before we proceed with questions, let me again thank Congress-
man Roy Blunt, our House majority whip, part of our leadership
and a great friend, for allowing us to be here. He serves you and
your interests extremely well.

Roy, it occurs to me that one of the things that would really help
us and our producers are the fine folks that we have on our staff.
So before we go, let us introduce those staff members. We will have
a short break between panels and at that time—and any time—
talk to those folks who work with us and bring your ideas to the
table. And of course, we are available as well during and after the
hearing.

So Roy, I recognize you for any comments you might make and
recognize your staff and then other Members here will do the same.

Mr. BLUNT. Thank you, Mr. Chairman, and thank you for being
here. It is great to have you here and have your interest and your
leadership in this committee. I am particularly pleased to have
Chairman Goodlatte visit us again. This is his second trip to south-
west Missouri in the 4 years he has been chairman. And I think,
Mr. Chairman, you said your fifth trip to Missouri. So you are cer-
tainly spending time in our State.

Chairman Goodlatte, Congressman Boozman and I probably have
the three districts that are most similar in agriculture in the Con-
gress, and it has been great for us to know that we have got a
great friend as the chairman who understands agriculture in south-
west Missouri and the subcommittee chairman, all of whom take
special interest in this, particularly Chairman Hayes, who was
willing to come and have this hearing today as we talk about the
future of agriculture and the next farm bill.

Congresswoman Emerson and I represent all of the counties on
the southern part of our State and we work so well together. In
fact, Jo Ann today represents several thousand people that I rep-
resented the first 6 years we were in the Congress together, and
so we sort of share those constituents in our own way. But more
importantly, we share the interest in our State.

Between Congressman Boozman’s district and six of the Mem-
bers have people from Missouri have people represented in testi-
mony today, one way or another, and those six Members probably
include virtually 100 percent of the really diverse agriculture in our
State, Mr. Chairman, and so thanks for having this hearing,
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thanks for being here yourself and of course we are pleased our
witnesses are here.

The chairman talked about the importance of either following up
on questions or giving additional information to our staff and cer-
tainly staff is critical. We just completed a 2-day agriculture tour
in the district and saw again some of the diversity of southwest
Missouri. Mike Ferrence, who works with me in Washington on our
agricultural resources and energy issues, all of which, as even this
testimony today indicates, come together very well now and our
challenges and opportunities for the future. Don Lucietta, this is
his 10th year working as our agriculture person in the district and
in Washington when we need him there, and so we are glad to
have both of them and they would be the proper people to follow
up with at the hearing today if you have any additional things that
you want to talk about.

And again, Mr. Chairman, thank you for the hearing and thank
you for your time and your leadership.

Mr. HAYES. You are more than welcome.

Jo Ann, would you like some opening comments before you and
Roy ask the first questions?

Mrs. EMERSON. Well, thank you very much for having this and
coming today, Chairman Hayes and Chairman Goodlatte. It is very
exciting that you place such an importance on the role of our Mis-
souri producers because, as Roy said, we are so diverse.

I want to stop there and go ahead so we can ask our questions.
I really want to hear from you all as opposed to us.

Mr. HAYES. Have you got some staff here?

Mrs. EMERSON. Kristi Nitsch is here with me today, but I think
that she ran to the FedEx store. I signed mail on my way over here
and we are trying to get it back into the mail. Kristi Nitsch runs
our Cape Girardeau office.

Mr. HAYES. Jo Ann, would you like to ask the first questions?

Mrs. EMERSON. Thank you so much, Mr. Chairman.

I want to direct my first question to Mr. Hardecke. As you stated
in your testimony, Mr. Hardecke, the National Animal Identifica-
tion Program is very controversial in this region, as it is in my dis-
trict as well. And I would say that I consider southwest to be my
region for this purpose.

On the one hand, I think that this controversy stems from the
fact that there is so much uncertainty about what USDA’s inten-
tions are, they say on the one hand well, we want a voluntary pro-
gram, but does that mean that they are really going to move to a
mandatory program, as they say, in 2009 if we do not have enough
producers sign up for the program.

So I want to ask you first of all whether you think that if a man-
datory program was implemented, whether that would benefit you,
No. 1, and whether you believe that it is necessary to even have
a mandatory program to achieve the goals of safer food, et cetera.

And then after you, I will ask the others.

Mr. HARDECKE. As I stated in my testimony, I do feel like that
an animal ID program is necessary, because of wanting to have the
48-hour trace-back. We are in favor of a voluntary program. It is
kind of like Secretary of Agriculture Johanns stated when we
were—I was at one meeting where he was, we can start out with
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it as being voluntary, but if enough people, as you just stated, do
not get on board, it basically will have to become mandatory in
order to become effective.

But I guess I pride myself a little bit in representing the beef in-
dustry and that is the only industry that I am speaking for this
morning, we truly want our beef to be safe. And if there is benefit
from having that program, then I feel strongly the majority of our
producers will get on board. So even though it would start out as
a voluntary, if it became mandatory, I believe that the majority of
our producers would get on board.

I do not think any program would ever be 100 percent sign up.
There are some people, as you well know, scattered across the
countryside that are not going to ID anything they have. And I
think we have got to be aware that that is why it is so controver-
sial.

Mrs. EMERSON. Well, you do mention in your testimony here that
if there was a privately database as opposed to having the USDA
have the information that would otherwise be obtained, the prem-
ises ID and the like, is that——

Mr. HARDECKE. Yes. The confidentiality is of prime importance.
And that is why I stated in my oral testimony that I believe con-
fidentiality is so vital. And I believe that a privately held database
would go much further in getting producers involved in it than
would a Government held database.

Mrs. EMERSON. Do any of you other witnesses want to make any
comments about a NAIS program?

Mr. PHARR. Well, I am from an area, of course, certainly poultry
we can pretty well trace back anything that comes up now. I can
certainly see the benefits for cattle, but I really question horses
and some of the other animals that people speculate are being in-
cluded in this, as really being necessary.

I think it is important for any food supply we be able to trace
it back, but it is really going to put a burden on small producers
who maybe do not work with cattle and things like that.

Mrs. EMERSON. Appreciate that. Mr. Mooney.

Mr. MOONEY. Yes. As far as the dairy industry goes, we believe
there needs to be a universal program, there needs to be one pro-
gram for livestock and dairy animals and the confidentiality factor
is what is important. It needs to be a confidential program.

Mrs. EMERSON. And do you believe that it should be mandatory?

Mr. MOONEY. It probably should. You could start out being vol-
untary, but if you are going to have real teeth in the thing, it is
probably going to have to be mandatory.

Mrs. EMERSON. Mr. Hunton.

Mr. HUNTON. Well, probably the smallest producers, those people
with maybe 150 head of cattle, they are going to be affected pretty
severely because of the size of the operation. I think those are
issues that should be taken into consideration.

Mrs. EMERSON. I agree with that too because if the system does
not work for your small producer, then it is problematic.

Mr. Chairman, how many questions are we allowed? Is it just
one per round and then you will come back to us, or how do you
want to do this?
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Mr. HAYES. We can do it either way. Probably easier to do 5 min-
utes of questions.

Mrs. EMERSON. All right, then I will stop here and I have an-
other question. Thank you, Mr. Chairman.

Mr. HAYES. Just a quick comment on the whole livestock ID.
Chairman Goodlatte and I are vitally interested in that and my
take on it is a voluntary program run and operated and maintained
by the producers is far more efficient and far more effective than
one done by the Government. Now the Government, they say they
are going to do it. If it is to work as it should, it has got to add
value to the farm. It has got to produce more for you than it costs
you. That is why we are pushing it, we are making progress. USDA
came back—Secretary Johanns has been very, very supportive. Oc-
casionally there are some bureaucrats that are behind him that are
a little harder to pull along, but we said it has got to be simple.
All the Government needs to do is give us the information that
keeps our export markets open—where did the animal come from
and what were their movements, all about not having our products
blocked overseas. USDA came back with 70 pages that nobody
could understand—surprise, surprise. I asked Pam, I said Pam,
send them half a page of what we want and ask them to start over.
That is where we are and we are getting closer all the time.

And again, this private sector does more for less. The Govern-
ment does less for more. So that is kind of where we are. Be en-
couraged.

Mr. Blunt.

Mr. BLUNT. Thank you, Mr. Chairman.

And you know, on this issue, this is an issue that really started
in many ways with the country of origin labeling discussion. Chair-
man Goodlatte was the leader in postponing, so far a pretty signifi-
cant postponement—of moving in that direction, and then move to
the voluntary, and Mr. Pharr’s comments about the importance of
this being—and yours too, Mr. Chairman—of this being a program
that makes sense. You do not need to keep a record of every time
you took your horse on a trail ride. With the food security issues
that we could face in the world we live in, it is one of those things
that I think we have to understand is probably different in the
world today beyond the normal problems that we would have had,
than the problem we would have faced say before 9/11/2001 would
be. It may be a time when we really need to know where the chain
of food has come from and need to know that, as Mr. Hardecke sug-
gested, in a very short period of time. And your comments, Mr.
Chairman, I think reflect the views of, I am guessing, all of us, that
the private sector, the voluntary program with a private sector
base is going to be much more effectively run and much more ac-
ceptable.

Mr. Mooney, on the issue of the transportation cost system, give
me a little bit of a sense of what was the case before the late 1990’s
and what was the goal of the system we have today when it was
put in place, and how have we fallen short of that goal. Or have
circumstances just been different than we thought they would be?

Mr. MooNEY. Well, obviously with fuel cost, circumstances have
changed. Prior to the 1990’s, there was not any transportation
credit in the market. In 1997, I think, we got a transportation cred-
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it that helped pay for milk coming into the Southeast from other
orders. So it would come in from order 106 or order 30 into orders
5 and 7, is what you guys represent. And what we are asking for
in that specific piece is to increase the funding to help us pay more
for this transportation credit. As I said in my testimony, currently
or prior to the last 2 or 3 years, that paid for 95 percent. Now it
is paying for 40 percent because the fuel cost has went up so much.
So we need an increase in that piece.

The other thing we are asking for is a fuel cost adjuster that
would go along with that, so we would not have these delays, if fuel
costs go up. We could either go up or down with fuel costs, so that
way that exact cost would be passed to the consumer instead of
having to wait for another hearing process.

The third piece that we are asking for is the intra-market piece
and that is the piece that we do not have in the Southeast now.
They have it in order 30 up around Chicago, but what that would
do, it would recognize where milk is produced and if you picture
the Southeast Federal Order in your mind, most of the milk is pro-
duced in east Texas, southwest Missouri, Kentucky, Tennessee, the
Shenandoah Valley and probably a lot in North Carolina. And all
that milk has to funnel into Atlanta and into the center. And that
cost right now is being put on dairy producers. And what we are
asking for is this intra-piece so the market would recognize this
cost and the cost could be passed on through the Federal Order
system to the consumer and all dairy producers would pay the
same.

Mr. BLUNT. And if you passed that cost on, what is your estimate
of what that would mean to a consumer?

Mr. MOONEY. Oh, probably a penny or two a gallon, I would say.
I mean it is not much. What we are seeing now is I personally pay
and producers in the Southeast pay about a 60 cent haul plus an
18 cent fuel surcharge. But out of the pool then, for milk that goes
beyond that, is another 50 to 60 cents. So if you put 50 to 60 a hun-
dredweight on the rest of the milk, that would be what the cost
would be.

Mr. BLuNT. Mr. Hunton and Mr. Pharr, starting with Mr.
Hunton, just any more thoughts on the challenge of energy and the
challenge of litter. We have had some good discussions in our dis-
trict in the last week trying to find ways where this goes together,
where we try to get the litter to better cropland and maybe look
for ways we can use some of that crop, maybe corn or whatever,
as a way to provide some energy on the farm. But those are obvi-
ously beginning discussions trying to find some win-wins are really
challenging.

And on CERCLA, Ralph Hall from Texas and I have the legisla-
tion that would take care of the EPA’s CERCLA problem and we
are hopeful to have a hearing on that in the next few weeks in
Washington.

But energy and litter, any more thoughts on that beyond your
testimony?

Mr. HUNTON. Well, there has been a lot of conversation about re-
search on finding ways to heat these poultry houses, alternatively
to natural gas and propane. The problem is even if you were to
come up with say a piece of machinery that could burn litter to pro-
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vide heat for these chicken houses, you are going to have this addi-
tional investment in this machinery. I do not know too many poul-
try farmers right now that can stand much more additional invest-
ment.

These chicken houses cost anywhere from $150,000 to $200,000
apiece. I do not know how many times I have refinanced my farm.
It is not a case where you can just simply go in, amortize for 15
years, pay these things off and then bulldoze them and start over
again.

My first chicken house I built when I was 20 years old in 1971
and I raised in it until a couple of years ago and I am not sure
I ever paid that thing off and it cost $15,000—because of continual
change in waterers and feeders and this and that. So this energy
issue is just one more opportunity now. It is not the companies’
fault, there are some representatives back here behind me, I want
to make sure they understand it is not the companies’ fault but it
is an issue that the companies are the logical place to start trying
to find the answer because we as growers have no voice in that.
Farmers in this country now, what are we, down to less than 1 per-
cent of the population? Maybe 0.02 or something, I do not know
what it is. We do not have a voice any more. This is the voice we
have here, and we are counting on you all to really listen to what
we have to say and help us.

But my fuel bill is up couple hundred percent, that is fuel. Elec-
tricity is up. I wrote a check the other day for 4 weeks on electric
for 8 chicken houses that was a little over $4,000 just for the elec-
tric. I had one water bill that was $1,500. Gas bills runs $20,000
for a 4-week section of chickens that takes 7 weeks to raise them
and get your paycheck, so you are borrowing money to pay $20,000
gas bills while you are waiting for your chicken check to come in
4 weeks in the future. The operating cash is not there.

I am fortunate in a way, my mortgage interest rate is 6.15 today.
But when I refinance that in about a year and a half, what am I
looking at, 9 percent?

And I live on a farm that we started, my dad started and mom
started in the mid-1940’s. Actually, dad bought it for $3.00 an acre
I think in 1939, the land itself. And then we added to that.

We are struggling, and I do not know what the answer is. And
I know one thing, borrowing more and more and more money to
come up with more and more and more pieces of equipment to
make this work is not the answer. We are going to have to have
some new inventions thought up to make this work.

Mr. BLUNT. I am out of time. Mr. Pharr, do you have anything
you want to quickly add on that topic?

Mr. PHARR. Well, I believe there has been a lot of talk about
burning chicken litter, but I think the best use for chicken litter
is as fertilizer for crops and those crops can certainly be used to
produce energy. That is my personal opinion.

I think as far as the chicken houses, I have played with burning
coal, I have got a stove that can burn wood pellets or corn. That
is good, but it takes a lot of effort, a lot of time to keep up with
these sorts of things. We really do not have it.

So my opinion is we need to make houses tighter, insulate, and
save energy that way.
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Mr. BLUNT. Thank you. Thank you, Mr. Chairman.

Mr. HAYES. Thank you. Congressman Boozman, if you would ask
your questions, introduce your staff folks.

Mr. BoozMAN. Yes, thank you, Congressman Hayes.

I want to thank Congressman Blunt for holding the hearing in
the sense that it really is unique to have the heavy hitters here
that we have got here. The district that he represents here and my
district in northwest Arkansas, we are all the same family, what
affects you affects us, and because of that, there has been a long
history of the two Congressmen working together. And certainly
Congressman Blunt has been very, very helpful to us. So we do ap-
preciate the hearing.

I have a couple of staffers here, Philip Knorr from Washington,
who does our agriculture issues, and then Kathryn Gough.

It is interesting, we had our agriculture hearing 2 or 3 weeks ago
and heard the same things—interest is up, fuel is up, many areas
are in drought, especially in northwest Arkansas; and commodity
prices, in many cases, are down. So that is not a good situation.
We have been having those now for the last several years and I
think probably have never heard things quite in the tone that we
heard them 2 or 3 weeks ago.

On the animal ID, I think one of the big problems I am seeing
in Arkansas is that there is kind of a disconnect between the lead-
ership sometimes and the actual producers. The people I talk to out
in the field are very much opposed to the animal ID. I do not know
what the percentage is that have signed up and if they signed up
tomorrow, it would be very much less than it is today. Really the
things that they are concerned about, they are concerned about
confidentiality, that is certainly a concern. But also the expenses,
who is going to bear that, what is going to happen there. And then
the other thing is liability. What is going to happen if you ID a cow
and 2%z years later something is found, are they going to come
back to you as the producer that got rid of it like a year earlier.

So those are the main things, but like I say, there is a real dis-
connect. The producers themselves, because of those problems are
struggling.

The other thing is that again, where do you do that? Many of our
producers have 20 or 30 cows, they do not have any working facili-
ties. Sale barns do not want to do it because the technology is not
there to actually get it done without stalling things dramatically,
and then when you stall things down, you have more shrink, the
whole bit.

Mr. BoozMAN. Can any of you comment a little bit about some
of those things?

Mr. HARDECKE. Well, I will be glad to comment and I agree to-
tally with you, there seems to be a disconnect between a lot of the
producers out there and our leadership.

I guess what we believe or I believe as far as the beef industry
is concerned is that if we can ever show those individual producers
that there is some economic benefits to the animal ID program,
this is where it has got to come from, because like we have said
all up and down the line today, we are in this to make a living,
it is a matter of economics. We saw what happened to our beef
prices when the BSE crisis occurred a few years ago. And if we can
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prevent these types of crises, if we can show that by having our
animals ID’d, that we will not suffer these economic consequences,
but it is going to be a long or a complicated convincing process. Be-
cause I know exactly—you are right, I would say the majority of
the producers are very much opposed to it and it is going to take
some real convincing to get them to see.

As far as the small producers, yes, I agree with that too. In Mis-
souri, our average herd size is about 30 to 35 head of cattle. But
there are some things that you have just got to do. And this may
be one of those. In my lifetime, I have had to do a lot of things I
did not really like, just to survive. And maybe this might be one
of those things, even for the small producers.

Mr. BoozZMAN. Mr. Pharr mentioned, as we were talking earlier,
that he had sold his chickens last week, so in Arkansas, it started
raining and cooled down immediately upon his selling those. So
that is kind of how things work.

You and Jerry, we talk about this Superfund thing, what are the
ramifications? And this really goes to cattle too, I mean there is no
way this thing is going to stay with poultry litter. What are the
ramifications if this actually became such that poultry litter was
toxic waste?

Mr. PHARR. Well, certainly if the attorney general of Oklahoma
got his way, as I understand it, our land would be considered a
toxic site and there is no telling what would happen. I am in a po-
sition, I did not start farming full time until about 4 years ago, so
I worked for some poultry companies for 26 years and paid off my
land, but selling my land when I get through farming is really my
retirement. So it would certainly affect the value of my property,
my retirement and what I leave for my child.

Mr. HUNTON. Well, he probably said most of that. Right now, it
is a huge distraction because I think that is one of the reasons that
there is maybe not enough attention being paid to the individual
farmers and their plight because we are too busy watching Okla-
homa and what is going on over there. And the big picture is, if
the worst case scenario happened, the Federal court, I do not know
what the companies would do. All of the producers depend on the
companies, our contracts are with them. If they cease to exist of if
they downsize their operations, farmers are going to go out. If
farmers go out, then they are going to go bankrupt and lose all of
this and in some cases, farms that have been in the family for gen-
erations.

There has got to be some sanity brought to the table and it has
got to be past politics, it has got to be based on good science. And
I do not think that is occurring. I think it is kind of like the issue
with the horses, I think there are a lot of emotions out there and
very little common sense right now has really been applied to the
science of this thing.

But it has got us all very, very concerned and if this were not
on the table, maybe then we could get back to worrying about fuel
prices and those types of real issues we have got to deal with.

Mr. BoozMAN. Thank you, Mr. Chairman.

Mr. HAYES. Thank you, John.

Chairman Goodlatte.

The CHAIRMAN. Thank you, Mr. Chairman.
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First, on the issue of animal identification, let me say I do see
some important benefits from having a workable animal identifica-
tion program from the standpoint of being able to track down and
deal with disease outbreaks and obviously some trade benefits as
well. But I really side with those that believe it should be a vol-
untary system. I am very concerned about having the bureaucracy
in Washington choose the technology, choose the information that
someone else other than the livestock owner would keep control
over. And very much want to see this driven from the grassroots
up. So Chairman Hayes and I have worked very closely with a
number of livestock organizations to encourage that voluntary as-
pect of this. And we have also had some success in getting the De-
partment of Agriculture to cooperate, particularly Secretary
Johanns, who has made it now possible for the voluntary system
to take effect by simply setting forth the two criteria that we need
for a voluntary system to work. One is what information needs to
be gathered and how will that information be interfacing with the
State and Federal Government agencies when they need to have
access to it because there is a disease outbreak.

And our problem is that we do not know what the Animal and
Plant Health Inspection Service is doing, we do not know what
they are doing with their plans, because even though there is now
new discussion about a voluntary system, they have not put their
cards on the table, they have not produced a plan.

So with the help of Congresswoman Emerson, Congressman
Blunt and others, we included in the agriculture appropriations bill
a funding limitation, a cutoff of all funds for a national animal
identification system until an advance notice of proposed rule-
making is published so that we can see what they are doing and
then the Congress and the livestock industry can respond. But
until we get some sunshine brought to this issue, we are going to
continue to have a problem with that.

I also share your concern about the developments in Oklahoma
with regard to CERCLA and whether spreading poultry litter or
any other kind of livestock waste on land would constitute a Super-
fund site. It just boggles the mind that anybody would think that
would be what was intended with the Superfund law.

But let me ask Mr. Hunton and Mr. Pharr, because I know you
are both poultry producers, but really any of you, because you are
all—I think the chairman is correct, ultimately affected by this.
Are any of you participating in the EPA’s Clean Air Act monitoring
program under the recently signed consent agreement? Mr. Pharr?

Mr. PHARR. I did not participate because as I understand it, to
participate, they were going to—if there was anything found that
was coming out of the chicken houses, that you would have to do
whatever remediation that the EPA considered necessary before
you would get any protection anyway. Unfortunately, I think a lot
of the remediation type things, the only people, the only entities
going to benefit from those might be chemical companies that
would be selling something to take the ammonia out of the air, for
example. And I just do not see that there was any benefit for me
to join in that process. I may be foolish, but I did not join.

The CHAIRMAN. Well, I know a number of other people who have
said the same thing.
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Mr. Hunton, have you——

Mr. HUNTON. Well, about the same opinion, except in my case,
I was able to consult with an attorney familiar with the poultry in-
dustry, and his advice was not to participate at this time. Take the
advice of your attorney.

The CHAIRMAN. Mr. Mooney.

Mr. MoOONEY. The dairy industry is participating, as you prob-
ably know, so we are participating in it.

The CHAIRMAN. Let me ask you, looking ahead a few years, do
you think the current conservation programs, such as the EQIP,
will be adequate to meet producers’ needs to comply with any EPA
orders that might be forthcoming as a result of the agreement?

Mr. MoONEY. That is hard to tell, because you never know what
is going to come out of EPA. But as I said in my testimony, the
EQIP is a great program to help producers to comply with the envi-
ronmental. So we would certainly recommend a continuation of
that program, it is a great program.

The CHAIRMAN. Are there any improvements that you would rec-
ommend or anything you would recommend to the EQIP or other
conservation programs that addresses—obviously, whether we like
what is happening in Oklahoma or not, we are going to have to ad-
dress the issue of animal waste, but I think there are better ways
of going about doing it than have transpired thus far.

Mr. Pharr.

Mr. PHARR. I cannot really see that the EQIP would do a lot to
satisfy anything that the EPA has got on line, but certainly the
programs that EQIP does cover, and that is soil and water con-
servation, I think are very important and I really feel that they
need to be continued.

The CHAIRMAN. I also appreciate all of your testimony regarding
livestock issues. However, since the animal agriculture sector of ag-
riculture is the largest single consumer of program crops, I am cu-
rious about your view—we will hear more about this I am sure
with our second panel, Mr. Chairman, but I am curious what all
of you think about our Federal programs relating to feed grain.
Could you take a moment to tell us what you would like to see in
the next farm bill with respect to these commodities?

Mr. PHARR. I am certainly not an expert, I do not know that
much about the crop programs but

The CHAIRMAN. Do you think they help keep your grain prices
low?

Mr. PHARR. Yes, sir, I think they have kept them stable over the
years and that has helped the poultry and certainly the hog indus-
try grow because of an adequate supply of corn and soybeans to
feed animals. And certainly we complement each other. We are a
big market for the crop farmers and I think it has been a very good
thing to keep the supply leveled out, rather than having big ups
and downs in the supply and prices as well.

Mr. MOONEY. In the dairy industry, it is same way, obviously if
grain prices are low it helps our bottom line. One of the things that
we are looking at now is obviously conserving energy, and ethanol
production is good to reduce our reliance on foreign oil. But as we
also know, the increase in ethanol and corn usage in fuels, our
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grain prices are going to go up. So it is a double-edged sword for
as much grain as the dairy industry uses.

The CHAIRMAN. You make a very good point. Obviously my poul-
try producers and dairy producers are very concerned about that
and so one of the things we obviously want to do, because we do
want to encourage more domestic production of energy, is to in-
crease production of all of these different types of grain that can
be done. Do we need to have these programs to do that, or will sim-
ply the laws of supply and demand keep enough people into grain
production to meet the needs of both livestock and consumers as
well as the demands of the ever-increasing numbers of ethanol and
biodiesel plants?

Mr. MoOONEY. I do not know that I am well versed enough to an-
swer that question. That is a big question.

The CHAIRMAN. That is one that we are going to have to answer
next year.

Mr. MOONEY. That is right. The one thing that we do need to fig-
ure out is better ways to use byproducts from some of these ethanol
plants and we have a history of using them, but there is probably
ways that we can use them more efficiently and that is something
that we really need to start looking at.

The CHAIRMAN. Very good point.

Mr. Hardecke.

Mr. HARDECKE. I will just go ahead and add much of what they
have said, the livestock feeding industry, we are very concerned
about how the advancement of ethanol and biodiesel sources is
going to affect the feeding industry because there is just so much
grain, corn, soybeans, et cetera, available and livestock feeding has
been the primary use of these and so we are very concerned about
as they develop these renewable sources, what is going to happen
to the livestock feeding industry.

The CHAIRMAN. Well, I share your concern, from a parochial
standpoint representing a district very similar to Congressman
Blunt’s district, but also as the chairman of this committee and
looking ahead to writing the next farm bill.

There are those who say that the development of cellulosic etha-
nol, which will be derived from a whole host of other types of
plants, that will in the intermediate future supplant corn and soy-
beans as the leading sources of renewable fuels. But in the mean-
time, we have got to make sure we do not drive out our livestock
industry.

Mr. Chairman, I have abused my time limit. Thank you.

Mr. HAYES. Not at all. We are going to do one more round of one
question each if someone has it and then we will take a 15-minute
break and those of you that want to ask any of us or staff members
questions, please do that.

So another one question round, Congresswoman Emerson.

Mrs. EMERSON. Thank you, Chairman Hayes.

By the way, I just want to say for the record that the work that
you and Chairman Goodlatte have done on trying to maintain and
push USDA towards a voluntary NAIS system is tremendous and
I appreciate that. Obviously we are trying to work with you as
closely as possible on the Agriculture Appropriations Subcommit-
tee. I just think based on conversations with producers in our dis-



85

trict, keeping it voluntary is fine, making it mandatory is the kiss
of death, is all I can say.

But let me just ask a question and this really goes to Randy
Mooney, with regard to the Milk Income Loss Contract Program.
It is interesting because 2 weeks ago, I spent 8 days on my farm
tour and we have such a diverse agriculture that it really takes
that long, and I have a much bigger area to cover. And we all know
that a lot of times, at least my dairy producers don’t agree with
each other. So it is always very educational for me.

But on page 7 of your testimony, you say how important the safe-
ty net of MILC is, but you also say “As long as there are no caps
limiting access to benefits.” Now I want to follow up on that part
just a little bit because as we were talking about this at my dairy
stops during my farm tour, I think at least judging from what the
producers told me, they just want to have MILC and whether there
are direct payments or payment limits, not like the ones that we
have on commodities, but I mean they do not care, they just want
to keep MILC intact. Can you tell me from talking to different pro-
ducers around the State, what are their thoughts with regard to
limits or no limits?

Mr. MOONEY. Most dairy producers would tell you we do not
want any Government support at all.

Mrs. EMERSON. Right.

Mr. MOONEY. So start off with that. But then when you get into
times like this when we have extremely low milk prices, it is awful
nice to get that check at the end of the month. So when you get
into the debate on—and it is a large versus small debate. If you
look at the producers that Congressman Blunt and you, Congress-
woman Emerson, represent, probably most of the producers do not
exceed the cap. It is a two-edged sword. Now from a DFA perspec-
tive, we represent the dairy farmers from across the United States.
So we want to continue the MILC payment, any payment that is
beneficial to dairy farmers we want to increase, but we do not want
to differentiate between large or small.

Now we realize that you have some constraints that have, budget
constraints, so that is our position, for MILC, for Government pay-
ments to dairy farmers, as long as it does not differentiate between
large and small.

Mrs. EMERSON. But across Missouri, you would agree that

Mr. MOONEY. Across Missouri, this program helps Missouri dairy
farmers.

Mrs. EMERSON. Right. OK, thank you very much.

Thanks, Mr. Chairman.

Mr. HAYES. You are welcome.

Mr. Blunt.

Mr. BLUNT. Mr. Hardecke, I have one question, and others might
answer this, particularly based on the drought situation. We have
clearly had problems created there. If we look at EQIP and the
next farm bill, what is the situation there versus the land that is
set aside? If we had earlier access to that land in a drought situa-
{:iofg), would that eliminate some of the need for other kinds of re-
ief?

Mr. HARDECKE. Yes, I definitely think it would. I did comment
on that in my written testimony. If we could have this like CRP
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land that would be available earlier for grazing purposes or even
put in hay, I think this would help.

Mr. BLUNT. That is the only question. I think that is an impor-
tant thing as we look at EQIP. Somebody else, maybe Mr. Pharr,
mentioned that so much of EQIP has now become more of a wildlife
program, which we are not opposed to at all, as opposed to a con-
servation program, and in normal years that may be fine. But in
years where you truly have a disaster, the taxpayers are going to
be asked to move in and do something about in the foreseeable fu-
ture, quicker access to that EQIP land, Chairman Hayes and
Chairman Goodlatte, I think is something we really ought to seri-
ously look at as we look at what has been a great program for
southwest Missouri and northwest Arkansas. No question but that
the growth of these programs have been good for us, we need to
be sure that we try to find the right ways and all those challenges,
but that could be part of the answer to disasters, if we can figure
out how to know that they are there or see them coming and then
do something with EQIP land rather than have to come in every
single time and have the discussion about now what do we do when
we are at the end of the year about forage, about hay for the win-
ter. I just think that is something we ought to be thinking seriously
about as we look at this really good addition to the last farm bill,
but see what we can do so that it makes more sense to meet the
foreseeable problems we are going to face.

Thank you, Mr. Chairman.

Mr. HAYES. Thank you. John.

Mr. BoozMAN. Jerry, as a county judge in one of the fastest
growing areas of Arkansas, you mentioned the clash of ideology.
We have tremendous growth not only in that part of Arkansas but
also that part of Missouri. It really is a problem, we have got the
clash there that as the city moves out and then you have also got
the loss of population in many parts of Arkansas with the rural
communities moving to town. That really is going to create a prob-
lem for the future. It is already created a problem there.

For the panel, what do we do, how do we fix that? I mean how
we educate that 97 percent that you mentioned, is a big problem.

Mr. HuNTON. I think, like I said in my testimony, if we keep
funding those organizations that come on the front line both edu-
cating and helping the rural area but also urban areas at the same
time. We are doing things in northwest Arkansas like we had the
White River Group that is trying to take the White River, we have
the Illinois River Group, made up of not only people that live in
town, but people who are farmers and everybody in between. We
are getting more and more people to the table to discuss all these
different issues and it seems to be working. The other day I saw
where the Oklahoma Scenic Rivers Committee actually voted to
ask the attorney general of Oklahoma to drop the lawsuit. That is
an indication that there is good conversation going on and that peo-
ple are understanding more and more about issues.

But still, we are losing good agricultural land. We have got lots
of people who are moving in from New York City into Fayetteville,
Arkansas and they do not understand our ways and they do not
understand the rural way of life. My biggest concern is, and I
heard it awhile ago talking about the crop situation, is it not a ter-
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rible thing that one section of agriculture has to have low prices
for the other section of agriculture to have better prices? Shame on
us. It should not be that way. We are losing our farmers and we
do not realize it, but you can compare that to using up all the oil
in the world. We are going to use up our farmers one of these days
and then who is going to be left to produce the food? It is one thing
to drive a car around. It is another thing to have an empty belly.

Mr. BoozMaN. The EQIP and things like that, I see the beef pro-
ducer, that type of producer, at a disadvantage because they do not
understand how to work the system. Crop guys are used to apply-
ing for programs and doing the paperwork and stuff. Do you all see
that as a problem? And I guess the other is how do we fix that?

Mr. PHARR. I certainly do not have the answer but we have got
to spread it around and help all farmers rather than the poultry,
beef, whatever. I think we have got to do a better job of having pro-
grams where the small producers are not at a disadvantage to big
producers.

Mr. MOONEY. And probably one of the other problems you have
is the livestock producers, as I said earlier, the average size in
southwest Missouri is 30 cows, so he has got an off-farm job that
does not have time to research these projects and look into them
as much as a dairy farmer which would be full time or poultry.

Mr. HARDECKE. And I think another factor, as I emphasized in
my report, you know, speaking from the beef farmer’s standpoint,
we are a very independent lot and we do not rely on subsidies the
way a lot of the other segments of agriculture do. And so I agree
with your point totally, most of us in the beef industry in particular
do not know a lot about these programs because we I guess have
prided ourselves in being able to survive on our own.

Mr. BoozMAN. Thank you, Mr. Chairman.

Mr. HAYES. Thank you. Mr. Chairman.

The CHAIRMAN. Thank you. I think I got my questions in already.

Mr. HAYES. OK. To wrap this panel up, thank you all so much
for the knowledge that you bring to the table. We appreciate you
being here.

A couple of quick closing comments on my part. The animal ID
system that we envision on a voluntary basis is not aimed at the
small operator. If a cow is born on a farm, stays on the farm, we
have no intention of causing that person extra expense to have
that. Makes no sense. Market should mandate the ID. The market
mandates if you ID your animal, we are going to pay you more for
it. That is the only way that mandatory makes any sense at all to
me. What we want to do is stimulate the competition in the vol-
untary program to create better, more innovative and less expen-
sive ways to monitor the location of these cattle. We do not want
the Government to take it over and stifle and stop the competition
that would provide you the lower prices and more competitive way
to do it. We will talk about it some more.

Thank you so much, this panel. We will take a short break and
we will be right back.

[Recess.]

Mr. HAYES. We are ready for the second panel. We have Ron
Hardecke from Owensville, Missouri and we have got Mr. Will
Spargo from Neelyville, Missouri. His wife is here managing him,
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so he is well supervised today. We have got Mr. Cory Bomgaars
from Rocheport, Missouri and Mr. Bill Thiel. We welcome you all,
we appreciate you being here, and Ron, you want to start off?

STATEMENT OF RON HARDECKE, HOG, CATTLE, CORN AND
SOYBEAN PRODUCER, OWENSVILLE, MO

Mr. HARDECKE. Thank you. Good morning. My name is Ron
Hardecke and I am a fourth generation farmer from Owensville in
east central Missouri. My family and I raise livestock and crops.

Mr. Chairman, members of the committee and members of the
Congressional delegation, thank you for holding this hearing and
others across the country to listen to and gather input from farm-
ers and ranchers on the next farm bill.

Like many producers in Missouri, I support the Farm Security
and Rural Investment Act of 2002 and the programs it authorized
for agricultural production, conservation and rural development.
While some individuals and organizations have been critical of the
2002 farm bill, particularly the commodity title, we must not forget
that the American consumer is the ultimate beneficiary of the
safest, cheapest and most abundant food supply in the world.

Given the status of the WTO negotiations, I believe the current
farm bill should be extended for at least another year. Significantly
overhauling our farm programs at a time when we are trying to get
WTO member countries to negotiate on market access does not
make sense.

It is important though to discuss future farm policy and the
issues affecting crop and livestock producers.

Oftentimes, agricultural production and the conservation of natu-
ral resources are viewed as conflicting goals. As a farmer and land-
owner, I disagree. Farmers and ranchers are the front-line con-
servationists and if given necessary resources, we can and will do
more to enhance environmental quality.

I am in favor of working lands programs like EQIP. From my
perspective, EQIP is one of the most valuable conservation pro-
grams available to producers, especially livestock and poultry pro-
ducers, because it achieves conservation goals while at the same
time stabilizes production agriculture.

In the 2002 farm bill, Congress directed the NRCS to allocate 60
percent of the EQIP funds annually to practices related to livestock
production. I support this provision and hope Congress will include
a similar provision when EQIP is reauthorized.

With regard to species habitat, it is important to note that the
practices implemented by producers through conservation programs
secondarily benefit wildlife.

Opponents of commodity programs often point out that producers
get paid for not growing crops. As our Nation looks for ways to less-
en our dependence on foreign oil and traditional energy sources,
perhaps we should be looking at how best to use lands such as CRP
land for the production of renewable energy.

The bright spot in the U.S. energy sector right now is the produc-
tion of renewable fuels, primarily from corn and soybeans, but in
the future more producers will be involved in producing renewable
energy from a variety of sources. As we look to the next farm bill,
I believe some of the land enrolled in CRP should come out of the
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program and be used to produce renewable energy. This would pro-
vide an economic boost to rural economies and make opportunities
available for young producers to enter production agriculture.

Finally, I would be remiss if I failed to share my thoughts on the
development of the National Animal ID System. Through my in-
volvement with the Farm Bureau, I have worked to express to
USDA and elected officials my concerns and the concerns of other
livestock producers about liability, confidentiality and cost. Liabil-
ity protection must be granted to producers to safeguard them from
the consequences of the actions of others after their ownership of
the livestock ends.

In recent months, apprehension about the NAIS has grown as
producers have learned about the 2005 draft strategic plan. I have
seen this apprehension first hand at meetings in my area. From my
perspective, there has been little response by USDA to concerns
raised by producers about components of this plan. If the USDA is
to succeed in developing a workable animal ID program, it is cru-
cial for the Department to engage in meaningful and continuous
dialogue with producers. Current farm programs are not manda-
tory; thus, the development of a mandatory animal ID program
concerns some producers.

Thank you for the opportunity to participate in the hearing.

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

Mr. HAYES. Thank you, sir.

Our next witness is Mr. Will Spargo, and I particularly enjoyed
his testimony as I read it last night, “As the morning sun rises and
I begin my day, I sneak one more peak at the blessings God has
given me.” What a great way to start your day. Thank you, Terry
Beth, for keeping him on the right road here. The Creator is still
in charge, thanks to the farmer taking advantage of the Creator’s
blessings.

Will, with that introduction, the microphone is all yours.

STATEMENT OF WILL SPARGO, RICE AND SOYBEAN
PRODUCER, NEELYVILLE, MO

Mr. SPARGO. Thank you very much. Good morning. I am Will
Spargo from Neelyville, Missouri. My wife, Terry Beth, and I farm
rice and soybeans in the southeastern portion of the State in Butler
and Ripley Counties. We also farm in Clay County, Arkansas. We
have two children; Ricanna, who is just starting pre-K, and Bryce,
who is just starting to walk. I wonder if they will be the next gen-
eration to care for our farm. Only time will tell, but one thing is
for sure—America needs to have a strong food security farm bill if
there are going to be future generations of farmers.

In order to make the new farm bill even better, it is important
to relay the current situation of agriculture in the south. Agri-
culture in the 21st century has become big business. Farming, just
like any other business, must turn a profit. Because of rising input
costs and lower crop returns, farmers in my father’s generation are
using up their equity that has been built just to make ends meet.
Some are simply giving up while others are being forced out. Thus
far into the crop year, my wife and I have exhausted our crop loan
funds and used two-thirds of our personal savings. We still have
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harvesting, storage and hauling expenses to cover before any re-
turn can be seen.

As farmers, we are told to be more efficient with our resources,
both natural and monetary. In response, we use no-till and mini-
mum-till technology and GPS technology to lessen the time spent
in a field, thus reducing labor and fuel costs. We contract a crop
scout to ensure that fertilizer and chemicals are applied correctly.
We use market advisors to help get the best prices out of our crops.
These specialists and these technologies that we use allow us to
farm better, but they do not come cheap. We are now forced to lay
off a long-time employee, thus saving salary, social security and
workers’ compensation insurance.

These are just a few examples to illustrate that farmers are not
getting fat bank accounts from Government payments. In rural
America, we are all family farms, some are just simply bigger than
others. We are trying to make an honest living doing something
that we love that is essential to human life.

I support the Farm Security and Rural Investment Act of 2002,
and believe it should be extended for at least a year. I believe the
following changes need to be made in future farm legislation:

Loan deficiency payments and counter-cyclical payments need to
be deleted to become more compliant with the WTO rules.

The money saved from these deletions should be applied to direct
payments, paying for 100 percent of the base that has been built.
We need to stop making our farm payments smaller. Every bill,
there is less and less money going to the farmer, regardless of what
the media says.

The bases and yields used to calculate the direct payments need
to be updated. we are farming in 2006, not in the 1980’s when
these standards were established.

We need to make the Conservation Security Program available
to all farmers and ranchers. By allowing producers in only a few
watersheds to take part in CSP, farmers in other watersheds are
being placed at a great disadvantage.

There is great support in our community for the 2002 Farm Se-
curity and Rural Investment Act. Until something better can be de-
veloped, the current farm law should be extended. Not only does
it ensure the American consumer will continue to enjoy a safe,
abundant and affordable food, it also provides the American farmer
with a safety net to protect against low prices.

My kids came to the shop the afternoon I was preparing for this.
Ricanna was oblivious to the fact that she was coloring on market-
ing sheets and fuel bills. Bryce, in all his grace, was stumbling
across the gravel to get to the tractors. This is their farm and their
home. With a strong food security farm bill in place, the possibility
of farming in the future will be more certain.

And a note that I simply forgot to include in my written testi-
mony is we need trade with Cuba. As rice farmers especially, it is
so close and could be such a large market that I really would like
to encourage you to look into that more.

And with that, I would like to thank you for the opportunity to
participate in the hearing and for allowing me to share my
thoughts.
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[The prepared statement of Mr. Spargo appears at the conclusion
of the hearing.]

Mr. HAYES. Well, thank you and your family. Will has got more
degrees than a thermometer, so anybody that says agriculture is
not sophisticated——

Mr. Cory Bomgaars from Rocheport, Missouri.

STATEMENT OF CORY BOMGAARS, GRAPE AND WINE
PRODUCER, ROCHEPORT, MO

Mr. BOMGAARS. Thank you, Chairman Hayes and members of the
committee. Thank you for inviting me here today and for holding
this meeting in Springfield, Missouri. As you said, my name is
Cory Bomgaars. I am the head wine maker and a partner at Les
Bourgeois Winery in Rocheport, Missouri. I serve as a member of
the Grape and Wine Board, focusing most of my—Missouri Grape
and Wine Board—focusing most of my efforts through the Research
and Advisory Subcommittee. I am a college level instructor, teach-
ing winery sanitation through Viticulture and Enology Science and
Technology Association. VESTA is a National Science Foundation
initiated program, housed here in Springfield at Missouri State
University and is designed to help educate current and future
grape growers and winemakers.

Through my position at Les Bourgeois, I oversee all winery oper-
ations and vineyard operations, manage grower relations and help
with wholesale sales and marketing of our products. Les Bourgeois
has been in business for over 20 years and is the third largest wine
producer in the State of Missouri with distribution in four addi-
tional States. Over 65 percent of our business is sold in wholesale
markets or directly to other wineries through custom production
contracts. The remaining is sold at one of our three retail outlets,
consisting of an outdoor wine garden, gift shop and 6,000 square
foot restaurant. We employ over 70 employees in our peak season
with an annual payroll of over $1 million. We current farm 30
acres of grapes and contract with 8 independent growers to produce
42,000 cases of wine or over 100,000 gallons.

I am sure that many of you are aware of the recent growth in
the wine and grape industry, and to my knowledge, all of you have
grape growers and wine maker in your districts and a couple of
barrel producers as well. All these people are examples of how the
grape and wine industry is influencing agriculture in the United
States. Grape and wine crops are produced in more than 40 States.
Grapes are the sixth largest agricultural crop in the United States
with more than $3 billion worth of fruit. Grapes are the highest
value fruit crop, significantly ahead of apples and oranges.

I will skip ahead a little bit. In the last decade, Missouri alone
has seen tremendous growth in our wine industry, nearly doubling
the size of Missouri wineries. Missouri hosts 62 wineries in all re-
gions of the State, including one in downtown St. Louis. Most of
these wineries are in rural settings, drawing consumers into com-
munities which receive large economic boosts in restaurants, inns
and markets. Many of these markets carry locally produced agricul-
tural products, increasing the agriculture impact of the grape and
wine industry.
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As 1T stated above, Les Bourgeois employs over 70 employees,
most of which are in their 20’s and 30’s. This kind of shows the
youth of my industry. Many of these employees have chosen life ca-
reers in specialty agriculture. Our employees come from various
backgrounds, including urban and rural, domestic and inter-
national. Each of our employees is exposed to the agricultural di-
versity of our industry. Over the last 15 years, I have seen many
employees move up through our company and leave to further ex-
plore vineyard and winery operations of their own. To this date, we
have had three employees seek higher education degrees in viticul-
ture and enology, two have started vineyards and wineries of their
own, and two have opened restaurants focusing primarily on locally
produced products. Being in close proximity to a university town,
we cycle through many employees. Not all stay in agriculturally re-
lated fields, but they all leave with an understanding of the impact
and diversity of specialty agriculture.

Nick Pehle, who is current our vineyard manager, grew up in
Burger, Missouri on his family farm. Over the years, his grand-
parents have reduced the family farm from several hundred acres
to 110 acres of row crops, keeping also involved in the hog busi-
ness. Neither of Nick’s parents receive any income off the family
farm. What Nick has done, after graduating from the University of
Missouri, he has diversified the family farm with grape production.
His grapes are currently developing and as they become mature, he
plans on returning to his family farm.

Our growers not only include Nick Pehle, but other farmers who
have diversified their operations, but also consists of doctors, law-
yers and other professionals investing in their property. This style
of grower is equally common for us. With a start up cost of nearly
$10,000 an acre and a labor cost of 60 percent of the growth, these
gentlemen farmers are adding new income into our agricultural
communities.

Over the past 2 years, the grape and wine products segment of
agriculture has come together with National Grape and Wine Ini-
tiative. NGWI is an industry initiated initiative to promote sus-
tained agricultural growth through significantly increased expendi-
tures for research and effective communication of research results
to growers, wineries and processors through enhanced extension
and education efforts. The vision of NGWI: “By 2020, the American
grape and wine industry will triple its economic impact by aggres-
sively pursuing increased market share, becoming undisputed
world leader in consumer value and sustainability and contributing
to improved quality of life in rural communities.” The target is an
economic impact of $150 billion annually within 15 years.

To accomplish this goal, we want to establish a private-public ef-
fort to fund research that will make us the No. 1 producer of qual-
ity grape products in the world. Federal investment in agriculture
research has traditionally focused on program crops such as corn,
soybeans, wheat and hay. A modest increase in the Federal invest-
ment for viticulture research is justified based on the industry’s
contribution to the national economy and its importance as the
sixth largest crop in the United States. The industry has done its
homework by creating a national strategic plan that identifies clear
strategic priorities for research that can help us triple our national
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impact in 15 years. It is imperative that we increase Federal re-
search dollars to improve the science and art of making wine and
growing grapes in the United States. Such a partnership with the
Federal Government would help us level the playing field with our
foreign competitors, most of whom are highly subsidized by their
governments. It is time to recognize the contribution of grapes and
other specialty crops to the U.S. economy and to our balance of
trade and the role of providing healthy food for our tables.

In regard to the U.S. farm bill, we would like to provide a mecha-
nism to support industry-government through partnerships such as
NGWI, establish a clean plant network; significantly increase fund-
ing to Animal and Plant Health Inspection; expand the State block
grant programs for specialty crops; continue with Market Access
Program; and a thorough review of all farm programs to ensure
that specialty crop producers have access to benefits comparable to
other farmers.

I would like to thank you for your time.

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

Mr. HAYES. Thank you, sir. And again, I remind everybody that
every written word of testimony will be included in the record and
anything you all would like to submit.

Mr. Billy Thiel, cattle and soybeans, among other things.

STATEMENT OF BILLY THIEL, CORN, SOYBEAN AND CATTLE
PRODUCER, MALTA BEND, MISSOURI

Mr. THIEL. I would like to thank you for the opportunity to com-
ment on Federal farm policy as we look toward development of the
2007 farm bill. My name is Billy Thiel and I raise corn, soybeans
and cattle on a farm near Marshall, Missouri in partnership with
my family. We are invested in Mid-Missouri Energy, a farmer-
owned ethanol plant in Malta Bend. Also have the opportunity to
serve as a member of the Board of Directors of Missouri Corn
Growers and Missouri Corn Merchandising Council.

Rural America is undergoing a time of tremendous change and
progress fueled by the development of the renewable fuels industry.
The impact of farmer-owned, homegrown fuel production is bring-
ing opportunity back to our rural economies. The role of the Amer-
ican farmer is changing, growing to encompass providing food, fiber
and fuel for our country. This dramatic growth is changing the way
that many of us look at Federal farm policy.

Our family, as well as most farmers that I talk with, are gen-
erally satisfied with the programs and safety net provided by the
2002 Farm Security and Rural Investment Act. The farm bill estab-
lished policy that enables American farmers to be globally competi-
tive and responsive to market signals.

The eventual outcome of the DOHA Round of WTO negotiations
is a critical component to future farm policy. As important as addi-
tional market access is, we must make sure that the farm safety
net remains in place for farmers. American producers would be
best served by an extension of the commodity title of the 2002 farm
bill until a WTO agreement is reached. It is nearly impossible to
formulate comprehensive new policy with unknown farm subsidy
and trade variables.
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I am sure the members of the committee realize the value of a
foreign market access program. While working through such pro-
grams and the WTO process, we must ensure that the domestic
transportation system of rivers, rails and roads that give the U.S.
our competitive advantage is not neglected. Expanded WTO conces-
sions, coupled with a shaky commitment to improving our infra-
structure are a recipe for disaster.

While the general satisfaction level with the current bill seems
high, the 2002 bill is not perfect. The farm bill’s direct and counter-
cyclical payments have provided a safety net when market forces
and production factors have combined to depress yields and com-
modity prices. However, years with large crops and low prices allow
raiding of the marketing loan program while growers in short crop
areas are largely left out of the safety net. Since loan deficiency
payments are based on current year production, revenue suffers
from lower production as well as lower farm program benefits.

As significant as the WTO is, it is not nearly as important as an
energy title in the 2007 farm bill. The demand for corn created by
the ethanol industry will influence prices more substantially than
export resulting from the WTO agreement. More can be done to
cultivate domestic markets rather than dealing with all too unpre-
dictable foreign markets which may or may not materialize with a
WTO agreement.

The growth of renewable fuels has been a blessing for rural
America. Our rural economy is providing more opportunities for
U.S. farmers through self-reliant energy development. The expan-
sion of the farmer-owned ethanol industry can be considered one of
the brightest spots in rural economies today.

The Federal Renewable Fuel Standard was a huge accomplish-
ment. Congress should be open to a wise and prudent increase of
the standards as needed to help move the renewable fuels industry
out of its infancy. As our farmers move closer to providing the en-
ergy needs of our Nation through ethanol and biodiesel production,
an expansion of the RFS will ensure that our homegrown products
have a position in the marketplace.

The livestock industry is a vital component of our agriculture
system that does not always receive adequate attention in discus-
sions of Federal farm policy. It is also a segment of agriculture that
is coming under increasing criticism from radical groups. Govern-
ment policy should ensure a vibrant and growing livestock industry
in our country, which is needed for our ethanol industry. Animal
agriculture and renewable fuels go hand in hand and we must de-
velop sound science-based policies that support current and future
growth.

Generally speaking, the conservation title of the current farm bill
effectively meets its goal of keeping the most sensitive land out of
production. We should seek to maintain current and future funding
levels at their maximum level. However, direct payments in the
commodity title of the bill should not be sacrificed by replacing
them with an increased conservation funding.

Again, I believe the 2002 farm bill is, for the most part, meeting
the needs of American agriculture by acting as a safety net for our
food, fiber and fuel producers.
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Thanks for coming to Missouri to gather farmers’ input on the
future farm bill.

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

Mr. HAYES. Thank you, Billy.

I am going to reverse the batting order, with the permission of
the panel. Again, Chairman Goodlatte, we are mighty glad to have
you here. He is a hard working guy for the farmer and he has got
another hearing coming up in Michigan, so I am going to call on
him first for any questions and comments he might make.

The CHAIRMAN. Thank you, Mr. Chairman. I am going to have
to slip out before we get to the end of this hearing I am afraid, so
I appreciate the opportunity to ask a few questions of this panel.

You, Mr. Hardecke and Mr. Spargo, have testified in support of
extending the current farm bill for at least a year and Mr. Thiel,
you have talked about extending it until a WTO agreement deal is
reached, which I would like to reach a WTO deal, but we do not
seem to be anywhere near getting there.

One of the concerns I have and I would like to have you comment
on it, is that virtually everybody who talks about extending the
farm bill says with some changes, with some improvements. In
fact, you had some improvements that you thought could be made
to it. That is the position of the American Farm Bureau Federa-
tion, that is the position of the Senate Finance chairman. Of
course, everybody’s changes are a little different from everybody
else’s. So I am having trouble seeing how that is not simply writing
a new farm bill.

And my concern is this: We write these farm bills once every 6
years approximately, so that you can plan on them and rely on
them and in this very volatile business that you are in have some-
thing that is a consistent policy. But if we extend the farm bill for
1 year with some changes, we are effectively trying to write a new
farm bill every year. That is a very difficult thing to do and I won-
der if you might just comment on that aspect of this request that
we extend the farm bill, if you will.

We will start with you, Mr. Hardecke.

Mr. HARDECKE. OK, thank you.

I guess as I see it, extending the farm bill would be doing so
without make any changes. I think the concern I have over—well
obviously we do not want to give away our trading leverage in our
negotiations of the WTO. That would be the primary reason for ex-
tending it.

The CHAIRMAN. But do you have any concern in that regard that
in the trade negotiations that go on, that might indeed be exactly
what takes place and that we would run the risk if we did that of
having a farm bill written in Geneva instead of in the Congress?

Mr. HARDECKE. I guess I am happy with the current farm bill
and I do not want to see it written in Geneva, no. But in terms
of changes, we have seen the constant migration away from the
commodity title to more conservation title and I do not think that
is beneficial to the farmers and to production agriculture because
you get all these environmental, wildlife, all of those entities com-
ing to the table wanting a piece of the farm bill pie. And I think
it is important that we justify it in this country in terms of keeping
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a stable food supply and not let the debate over the farm program
be drawn off, as it so often is.

My concern over the move to the conservation, such as the Con-
servation Security Program. I would agree with Will, if you are
going to have it, it needs to be available to all, but at the same
time, the way I see that program, we are giving the environmental
community, who are some of the ones that do not want us to have
production agriculture anyway, we are giving them what they want
and we are also proving into the accusation that they make that
we are getting paid for not farming.

The CHAIRMAN. Mr. Spargo.

Mr. SPARGO. Thank you. I do believe that the current farm law
should be extended without changes.

What I was simply suggesting is possible changes for future farm
law. I do not want to see our farm bill written in Geneva, but I
do not want to see it written in America by the liberal media.

The CHAIRMAN. I totally agree with that.

Mr. SPARGO. You are the folks that need to know what we need
as farmers. And it is not simply about us receiving subsidies, it is
about providing affordable, abundant supply of food. We have never
known hunger in this country and let us hope we never have to.

The CHAIRMAN. Mr. Thiel.

Mr. THIEL. I just think it needs to be tweaked a little. It does
not need to be changed for the 2007. But like counter-cyclical pay-
ment, it is probably not fair.

The CHAIRMAN. I am going to go back to Mr. Bomgaars because
he is on the outside looking in. The suggestions that he has given
us are all things that would be either an expansion of what we do
now or would be new things for wine grape growers and others.

So when you talk about tweaking something, one person’s tweak
is another person’s opportunity to say well, I would like to see some
other things put in there as well.

That is why we do this and we only do it every 6 years. It is
tough to do. You put 650 different commercially viable agricultural
products, every region of the country and every ideology that is
represented in the Congress around one table and try to write one
bill. It is a hard thing to do.

And I have said that if we were close to getting a WTO agree-
ment and we wanted to find out if that agreement could indeed
pass the Congress so that we could take it into account, that we
should delay the farm bill for that brief period of time. But short
of that, I would be very worried that we would be leaving ourselves
exposed to all of these WTO suits that are occurring under the cur-
rent environment, that are now taking on the cotton case that is
going to expand into some of our other commodities, and so on. And
I think we need to write this farm bill in the Congress and with
your best interests at heart. That is why we have tried to keep this
process moving forward, obviously evaluating circumstances as
they arise each day.

Mr. Chairman, if I might——

Mr. HAYES. Absolutely.

The CHAIRMAN. I would like to ask one more question of the
same three gentlemen. And that is in taking into account their sup-
port for these programs, if they could tell us how they rank the
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three major components of our commodity programs—the Marking
Loan Program, the Counter-Cyclical Program and the Direct Pay-
ment Program. Which is the most important to you? Let us do it
in reverse order. Mr. Thiel.

Mr. THIEL. Oh, I would say direct payment is probably the most
important.

The CHAIRMAN. Mr. Spargo.

Mr. SPARGO. I would have to say the direct payment as well.

Mr. HARDECKE. Direct pay.

The CHAIRMAN. Very good. Mr. Chairman, that was an easy
question to get answered.

Mr. HAYES. Mr. Chairman, I am color blind when it comes to you
asking questions. That is still green to me.

Anybody got anything they want the chairman to speak to as far
as the farm bill that we have not covered, before he has to go to
Michigan?

[No response.]

Mr. HAYES. You have answered all the questions. Thank you, sir.

The CHAIRMAN. Thank you.

Mr. HAYES. Congressman Boozman.

Mr. BoozMAN. Thank you, Mr. Chairman.

You mentioned about the ethanol and the great possibility there
for agriculture. We hear about the possibility that you would put
so much into production there that you are not going to have the
resources for feeding and things. Tell me about the byproduct. Is
it safe to feed? I hear some people say it is, some people say it is
not. What do you do with the byproduct?

Mr. THIEL. The DBGs, distiller grain, whatever, have often
been—they always said the biggest problem was getting rid of your
DBGs. We have a waiting list now for people to pick up to feed cat-
tle. They take them over to Tyson’s in Sedalia for their poultry feed
too. And it is a safe feed, I mean it is the same as corn. All you
did was took the starch out, you still have the protein in the DBGs.
So it is still good feed.

Mr. BoozMAN. So if you fed straight corn prior to this, do you
have to feed twice as much or half as much?

Mr. THIEL. Well, there is more protein per pound in the DBGs
than there would be corn. The protein is 20 some percent I believe.

Mr. BoozMAN. If you had how many pounds or corn to start with,
how much of this product comes out of the process?

Mr. THIEL. Well, a bushel of corn, which is 56 pounds, would be
17 pounds of DBGs, around that I believe.

Mr. BoozMAN. Thank you.

Mr. Spargo, you mentioned the fact that you are in the middle
of the cycle and you are having to go into your reserve funds and
so forth. Prices are down, energy costs are up. What is the primary
reason for that, is it the low commodity price versus the energy
costs that are killing you when you are pumping water and things
like that?

Mr. SPARGO. It is a combination of both. Prices look decent right
now and 3 years ago if we had seen a 4 in front of our rice price,
we were happy, we could make money, pay off debt. But now that
is not the case. Diesel fuel costs are twice or three times as much
this year and we have more electric working on our farm every
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year. The seed, the chemical, the fertilizer has all gotten so expen-
sive and then the crop itself does not return any money. I mean
the labor is paying for itself, the GPS technology is paying for
itself, but the crop is not. And that is something that is going to
have to change or we are just simply not going to be here.

The old saying is there is always going to be someone there to
garm the land, but if it is not profitable, I do not think there will

e.

Mr. BoozmaN. How would you compare what is happening now
with the shakeout in the 1980’s?

Mr. SPARGO. I was pretty small about that time actually. My dad
says it is pretty close to just as bad if not worse. Interest rates are
starting back up. I cannot hardly compare it because I do not
know. I know it is about the worst I have seen it in my short few
years of farming.

Mr. BoozMAN. Do you have a comment?

Mr. HARDECKE. Well, comments on the ethanol and the biodiesel
and the concern over there being enough livestock feed as we divert
more to that, I think there are several options to that. You just
talked about the DBGs that are available. So we are not using up
all of the corn. We are constantly producing more corn in this coun-
try. It has not been too many years ago, a 9 billion bushel crop was
hard to get rid of, we are getting rid of 11 now.

So really, I see this as a great opportunity for agriculture if we
can get energy prices down. As I mentioned in my testimony, we
have some 36 million acres of CRP land that people are being paid
not to produce on. Now not all of that land is suitable for produc-
tion, but there is a lot of that could be brought back into produc-
tion. I have been at meetings over the last several years many
times where young farmers said I cannot compete with the CRP
payment. So what do we want? Do we want a program that is
going to provide economic activity in our communities? We have got
several counties in north Missouri that virtually dried up 20 years
ago when the CRP program came into being, towns dried up.

So I think as we look to producing energy in this country, instead
of relying on our enemies for energy, we have a bright future
ahead. It is going to take some fine tuning and that is why I think
it is important to keep the focus on the commodity title of the farm
bill and not draw everything off to conservation. Because conserva-
tion is a side benefit of production agriculture.

Mr. BoozMAN. Thank you, Mr. Chairman.

Mr. Thiel.

Mr. THIEL. Missouri passed a 10 percent ethanol standard last
session. To get enough corn for all that standard, the 10 percent
statewide, we are only going to use one-third of that corn crop. We
still have two-thirds of the corn crop to do something with. I mean,
we are not going to run out of food or feed for our cattle.

Mr. BoozMAN. Thank you, Mr. Chairman.

Mr. HAYES. Thank you.

Jo Ann.

Mrs. EMERSON. Thank you, Robin.

Let me play off what Ron was saying about the development of
biofuels and the fact that you do not think that a conservation title
should take precedence over a commodity title. But given the amaz-
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ing opportunities for the development and commercial production of
biofuels, where would you rank an energy title, if we were to put
an energy title into the farm bill? Should that go ahead of commod-
ity, a commodity title?

Mr. HARDECKE. An energy title in to encourage the production of
renewable fuels.

Mrs. EMERSON. Let us just say we put in an energy title, yes.

Mr. HARDECKE. Well, I probably would have to put it at or just
above the commodity title because it would essentially be doing the
same thing, encouraging production. And that is what farmers are
here to do, that is what we want to do is produce the goods that
America needs.

Mrs. EMERSON. Let me ask Will the same question. In other
words, do we put more funding into energy and/or conservation at
the expense of the commodity programs?

Mr. SPARGO. I had a good answer and it has left me. I think that
they are all three important. We have got to find a balance be-
tween all three. What is that balance? I do not know. The large
companies would love it if we would take idle CRP ground out and
put it into production because they are going to sell more inputs,
it is going to be great because it is going to produce more crops to
use for biofuels. So I do not have a good answer, but there is a bal-
ance there that needs to be found.

Mr. THIEL. Well, in my opinion, the energy deal is probably a
bigger thing, but I am more on the corn side. The rice guys and
cotton guys may think the commodity deal is a better deal because
they are not producing fuel.

Mrs. EMERSON. Well, somehow we do have to keep our producers
producing.

Mr. THIEL. Yes.

Mr. SPARGO. We may be in the corn business before too long.
[Laughter.]

Mrs. EMERSON. A lot of cotton producers in our area are saying
maybe I will switch over to corn.

Let me also raise this issue. Will brought up the whole idea of
updating base acres and in our district, oh, my gosh, the wide
swings we have seen have just been crazy, and particularly we see
that with regard to rice production.

I would be interested in hearing from Ron and Billy if there is
a similar desire in your communities to update your base acres or
to adjust or whatever we need to do. Go ahead, Ron.

Mr. HARDECKE. I think it would be in order, because it has been
a long time. I would not say that is a huge issue in our area, but
I think it certainly would be appropriate.

Mr. THIEL. We have got such different ground in my county. We
have got 200 bushel corn ground right where I live, and you go 10
miles and have 100 bushel or 120. It is all different and probably
the base deal on each farm.

Mrs. EMERSON. So yes or no, you think we ought to update?

Mr. THIEL. Yes, probably update.

Mrs. EMERSON. OK. Let me ask Will a question about shifting to
direct pay because you obviously mentioned and I guess Billy actu-
ally did as well, that given some controversy with the World Trade
Organization over counter-cyclical payments and the LDP, that we
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should shift to more direct payments. Now if we did that, would we
then be removing a major safety net for producers and would we
fundamentally change who receives the payments, No. 1. I am just
curious if all of you could speak to the experience in your commu-
nities—your counties perhaps is a better way to put it—that direct
payments are commonly factored into land rental prices for farmers
who cash rent. And is it your opinion that most of the farmers who
cash rent land are younger farmers. I am not suggesting that Will
is cash renting, I am just saying that Will is a younger farmer, to
develop a strong reputation.

Mr. SPARGO. I know in our area, a lot of the farmers, there is
still a lot of crop share rent, so those payments are divided up
amongst the farmer and the landowner. Yes, they probably do fig-
ure in how much crop rent is shared or cash rent. There are sev-
eral people coming into our area cash renting farms that have
tended to have a large base and large payment associated with
them. They have bid the rent up on those farms and honestly, I
hope they keep going good because they may get to rent some
more.

There needs to be some kind of aspect, is there not a way to
somehow tie these bases to the farmer, not just the landowner, be-
cause without a farmer, the land is not going to produce, whether
it is a 500-acre rice base or cotton base or soybean base or corn
base. There has got to be some way to make the farmer reap more
of the benefits of doing the hard work, assuming the largest major-
ity of the risk and just generally putting it all on the line every
day.

Mrs. EMERSON. Could not agree more. Ron.

Mr. HARDECKE. Well, I guess I am in a unique area because
there is not a lot of crop production in our county and so there is
not much competition. So I do not think those are real factors. But
I probably would not be the best to comment on that.

Mrs. EMERSON. OK. What about you, Billy?

Mr. THIEL. We do not have much cash rent right in our area yet,
but it is starting to move in the area and I think the direct pay-
ments affect it a little. But on your LDPs or whatever, I do not
know what is a fair way because we invest more in our crop than
someone else would, so we are probably getting more LDPs because
we are raising a higher crop. And I do not know what would be a
fair way to do that.

Mrs. EMERSON. Well, I think we all want to make sure that the
person who, as Will said, is taking the risk gets the benefit.

I have way run over my time, sorry, Mr. Chairman.

Mr. HAYES. No problem. Mr. Whip.

Mr. BLUNT. The advantage, Jo Ann, of you going over your time
is you know what you are talking about with these crop issues and
I appreciate your leadership on this and what you do on the Agri-
culture Appropriations Committee as well as these general discus-
sions on agriculture and particularly the crop and the insurance
issues.

Let me ask a couple of things, or maybe follow ups of what we
have already talked about.

I would think, Mr. Thiel, we will have more corn ground in the
foreseeable future. I was talking to Abner Wommack the other day
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with FASB, their projection over the next 10 years is we will prob-
ably have 7 million more acres in corn. Some of that is transition
from other crops and some of it is just CRP land that people decide
that there is a market out there and we are going to need it.

Is that your sense talking to corn farmers?

Mr. THIEL. Yes. I talked to a landlord the other day that wants
more corn. Not only that, we have got the technology. I am not
doing that much different than my dad, but I am raising a lot more
corn than my dad. I mean the technology is so much better. You
have got a drought-tolerant corn now and I think that you can
raise corn in more different places. And we are talking about 15
billion bushels by the year 2015. I mean we are at 11 billion. We
are raising it and in this area, it has not been a very good crop
year but we are still raising 150 bushel corn in our area where we
h}zlad a drought. So it is technology that is going to keep moving
this.

Mr. BLUNT. Right, right. On the non-support programs, the pro-
grams you talked about, Mr. Bomgaars, give us some sense of the
application of other specialty crops for the market programs and
the programs that grape growers have benefited from. Have you
got a sense of how that applies to other areas as well, the other
kinds of crops that would benefit from that, that would not be—
here we raise lots of cucumbers and there is a Gerber contract for
baby food with squash and some other things that clearly are out
of—like grapes, they are clearly out of what has been the tradi-
tional. Do you have a sense of how those programs can work for
the non-support?

Mr. BoMGAARS. When you leave my exact field, I am really lost
in agriculture, to tell you the truth, primarily I am grape growing.

A few of the things we are looking for is a national clean plant
network, I think they have applications across, way across grapes.

Mr. BLUNT. And how does the national clean plant network
work?

Mr. BOMGAARS. Basically it is a network of universities and in-
dexing of plants. One of the major issues we have had with the
grape industry is actually having diseased stock planted into our
vineyards. So we would come in and have probably 30 or 40 acres
pulled out in this State alone. At $10,000 an acre, that is a lot of
loss of revenue and of agricultural dollars.

We have, as does most of agriculture, crossover of biological
agents such as multi-colored agent, that is probably a big issue for
us; although it is beneficial in the soybean industry, it is causing
quite a bit of harm in the grape industry.

Does that answer any of your question?

Mr. BLUNT. Yes. Now here in southwest Missouri, we have a lot
of livestock. EQIP has been very good for us. A lot of CRP has been
good, but on the CRP, I have only got a couple of questions.

One, Mr. Hardecke, for you, on the current CRP land, do you see
a sense of farmers who are willing to look at cellulose products and
other things, to take that land toward a fuel type of production?

Mr. HARDECKE. I think as the markets become available, they
would. That is a pretty new concept in our part of the country. So
I would not really have a feel specifically, but I think people would
move to production of energy type crops if given that option.
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Mr. BLUNT. I just see us likely in this next 7 years to move to-
ward quite a bit more acreage and production of various kinds. We
have had—in the country for a long time, we have been able to
produce more food than we can eat and use a lot more energy than
we could produce. And here suddenly the opportunity is there. I
think the country is ready for it, the Government is ready for it,
the producers are ready for it, to see if we cannot take those two
things that have both been challenges and create opportunity out
of them. And I think we are going to see that.

My last question to you, Mr. Thiel, would be, on that same issue,
I mentioned earlier, I think I said EQIP, I meant both EQIP and
particularly CRP, the better use of that land when you are antici-
pating or involved in a drought situation. Do you want to comment
on earlier access to CRP land if you need to have access there?

Mr. THIEL. Well, my operation right around Malta Bend or what-
ever, we do not have any CRP.

Mr. BLUNT. So you are so crop oriented there that

Mr. THIEL. Pretty much. We have some filter strips long creeks,
but we have cattle and we just do not have any; 10 miles south
there is. but I do not know, I think if they would use that—they
might buy more cattle if they know they are going to get access to
the CRP.

Mr. BLUNT. If they had a problem.

Mr. THIEL. If they had a problem. I mean it would make you
manage your cattle better without turning out your—if they knew
you were not going to let the CRP loose until later.

Mr. BLUNT. It seemed to me some earlier decision system to
where you could just have access to some of that CRP land rather
than have to go back and ask the Congress and/or the taxpayers
to do yet another thing. Better management of that land would
have helped us a lot here in the last 2 years I know in southwest
Missouri where we do have some land, and in a lot of the cattle
raising parts of the State.

My final question, Mr. Spargo, in terms of market access, are you
seeing in the rice part of what you do more countries looking for
excuses not to let product in?

Mr. SPARGO. Yes, and a good example of that is what has tran-
spired over the past 2 weeks, where they spoke of the genetically
modified rice found in our commercial food supply. They are look-
ing at any and all reasons they can to keep our products out, be-
cause they had been mandated through WTO and these trade
rounds that they have to buy so much of our products every year.
It makes it really hard, the person who is going to pay out of this
whole thing is the American farmer, because within the first few
days, our rice market dropped, I think it was 75 cents a hundred-
weight and through the whole week after this happened, it was on
a downward run, and that is the last thing we need is for our
prices to go down right at harvest time.

Mr. BLUNT. And this is, if I understand it right, where FDA says
look, even though this particular strain of rice, they had never ac-
tually asked for the final certification, there is no danger here, we
are not going to take any action relative to the American food sup-
ply because there is not a problem here in terms of human use of
this product. But still, other countries really looking, whether it is
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Japan and Taiwan on beef or Korea and Japan and other countries
on rice, we have got to be sure we are not constantly in the situa-
tion where any excuse is an excuse to put up a non-tariff barrier.

Thank you, Mr. Chairman.

Mr. HAYES. Thank you, sir.

John, do you have another question?

Mr. BoozMAN. No.

Mr. HAYES. Jo Ann?

Mrs. EMERSON. I would like to make a comment on non-tariff
barriers if I could just for a second, and a couple of other things.

I realize, and most people probably do not other than our produc-
ers, that we do not deal with the issue of non-tariff barriers when
we get to the World Trade Organization, but somehow, I hope
whenever we decide to write a new farm bill, let us just go on the
premise that we are doing it, starting it I guess in February-March
time frame—that we somehow can address this whole issue of non-
tariff barriers because of hormone-fed beef or because there is a
teeny, tiny trace amount in long grain rice from the southern part
of the country. I mean this is getting a little ridiculous and some-
how we have to knock some common sense into these guys or just
pull out of the stupid organization. And I do not mean to press the
scary war, but seriously

Mr. HAYES. Tell us what you really think. [Laughter.]

Mrs. EMERSON. But second, I think it is real important to ad-
dress also Roy’s question to Will with regard to access. I mean yes,
there are countries and organizations, whether it be EU or whether
it is Costa Rica or Mexico with regard to the rice situation we have.
But we also are cutting our nose off to spite our own face by keep-
ing our producers from having access to markets who would will-
ingly purchase from us, like Cuba.

Thank you, Mr. Chairman.

Mr. HAYES. Billy, expand on what you said a minute ago, buying
extra cattle is one thing, but it also might keep those from dump-
ing when there is a drought if they anticipate—if you cannot feed
the cattle, it kind of drives the marketplace down, so that is a very
good idea.

Quick question I had for Ron and Billy. Both of you mentioned
the need to keep the conservation programs focused on soil con-
servation first, wildlife habitat secondary. What is the personal ex-
perience that caused both of you to be on that same page, anything
in particular?

Mr. HARDECKE. I just see the—well, I serve on the local soil and
water district in my county and you see constant draw from non-
ag requests for funding of all kinds.

Mr. HAYES. So you see the requests and what they are for.

Mr. HARDECKE. Yes. And here in Missouri, the Department of
Conservation has a tremendous amount of money that they give to
wildlife programs. So I think that we need to look back at the in-
tent of the NRCS program was to benefit agriculture, not to be an
all-encompassing for everyone. There are many other sources avail-
able to the other conservation type programs that are not available
to agriculture.

Mr. THIEL. There is a lot of people buying ground just for recre-
ation, kind of taking it out of farming and they know they can get
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it all paid for, or the improvements paid for, through the wildlife
aspect of it. I think it ought to stay more for farmers.

Mr. HAYEs. Wildlife leases a significant portion of agricultural
income in Missouri?

Mr. THIEL. Not in my area.

Mr. HAYES. Land down south—when I say down south, South
Carolina is down south to me—leased a few years ago for $2 to $4
an acre. Now people from Florida are paying $20 an acre for land
that is not fit to hold the world together. Ain’t quite figured that
out. [Laughter.]

Anyway, is there anything that you all would like to ask us—we
have been asking you all questions—as we wrap this up? Com-
ments?

Mr. HARDECKE. I wanted to comment on the animal ID, there
was a lot of discussion on that in the first panel. I appreciate your
commitment to making that system work. I think that there has
been a lack of response by USDA and they need to make it clear,
because if this system will not work for the producers, it will not
work.

I think we need to keep in mind as we go through something this
big, and I think, Mr. Chairman, you indicated that the Government
does not need to do everything. Well, we have got to remember we
have a Clean Water Act, a Clean Air Act and an Endangered Spe-
cies Act that were enacted for good intentions. But at this point,
we cannot get them back and redo them like we would like to. So
we have to make sure this is done right and in workable form be-
fore we go forward.

And something that I have been very concerned with that has
not been mentioned is the liability portion. Mr. Boozman had men-
tioned that. But as I see it, if we do not get protection as producers
from any consequences beyond our term of ownership of that ani-
mal, that could lead to a consolidation of the industry very quickly.
So I think that USDA needs to go back and—a lot of the concerns
have come out of that 2005 draft plan. They need to go back and
issue a new document to repeal that or replace that and let people
know what is going on.

And I think I see—I raise hogs, we sell hogs and we have been
selling on the carcass basis for over 20 years, they still lose prob-
ably 10 percent on most every week. Well, that ID system has been
in place for more than 20 years and if we have not got that right,
we are undertaking a lot more with all these other species. So, as
we go forward, I encourage you and I am glad to hear that you are
pushing to get it done right.

Mr. HAYES. I could get Pam to testify there is at least once a
week, Pam, where are they, have they done anything yet. And I re-
member very well the day Secretary Johanns came to the office and
said yes, I will support the voluntary program. And I quickly re-
ferred to Missouri and said OK, Mr. Secretary, show me. And he
has done that, but he has got a lot of things that he is pulling in
his sled to get to the finished line.

Another comment from anybody else?

Mrs. EMERSON. Mr. Chairman, can I ask Cory one question?

Mr. HAYES. Please.
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Mrs. EMERSON. Do you know—I guess one of our largest wine
competitors would obviously be France or Australia.

Proportionately speaking, how much does the Government put
into research in those countries as compared to us? Do you know
those figures or could you get those for us?

Mr. BOMGAARS. I could get those for you.

Mrs. EMERSON. As well as the other types of things that they do
to help. And I think they probably help subsidize their wine grow-
ers a little bit.

Mr. BoMGAARS. The wine growers a little bit, but they are main-
ly funding grape research. Australia is the best example, they are
now one of the leading exporters of wine in the world. I think 25
percent of our market in wine is from out of the country, and Aus-
tralia has a big chunk of that. I cannot tell you the numbers.

When I am doing research or looking up concepts of wine making
or grape growing, almost all of the information I am getting is out
of Australia now.

Mrs. EMERSON. OK.

Mr. BOMGAARS. So if you look on the Web or you look at articles.
And they have some of the best—their international wine grape ini-
tiative, they have met their goals 10 years ahead of schedule, so
their 20/20 vision has been accomplished early.

Mrs. EMERSON. Well, perhaps you can get for the committee
some more information about what Australia does versus the
United States. At least that gives us a good comparison.

Mr. BomGaAars. OK.

Mrs. EMERSON. Thank you.

Mr. BOMGAARS. You are welcome.

Mr. HAYES. I want to again thank you all and just kind of in
summation, North Carolina has been using corn to produce alcohol
for years. [Laughter.]

It has not helped the price of corn, they did not call it ethanol.
I think Boozman has got a still over there somewhere too.

But you all have been tremendous today, cannot thank you
enough. I have never been more encouraged, excited and optimistic
about the future of agriculture. The challenges are great, the prob-
lems that you face are so, so numerous, but as you look at alter-
native fuel and what that can do for our economy and for agri-
culture, if you look at what is being done in nutrition, ways to pre-
serve food using modern technologies so that youngsters can keep
healthy snacks in their lunches and just absolutely if you are a cre-
ationist, creation is still going on. We do not need the Government
to manage the shortage, if you are on the other side of that debate.
But again, with the cooperative spirit and enthusiasm and excite-
ment that you all bring to the table, not to mention courage and
commitment, we have a bright future ahead. America has been
good to the world and I think part of that is because of the farm
community. Endangered Species Act, the farmer ought to be on top
of that, all the others coming off the bottom, using sound science
as a basis for that.

But again, thank you all so, so much for what you do. And Roy,
thank you for letting me come, hope I get to come back at various
other times during certain seasons of the year. [Laughter.]

But would you like to wrap up?
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Mr. BLUNT. Thank you, Mr. Chairman, very much for holding the
hearing today. We want you to come back and we will find exactly
the right time and opportunity for you to come back. But it was a
great hearing, thanks to you and your staff for all the work you are
doing to try to put together the right farm policy for the future, and
I know that Jo Ann and I and John are pleased with your leader-
ship and grateful you would come and have this hearing here that
could involve the people that we work for in such a real way in the
next farm bill.

Mr. HAYES. Thank you, sir. Great working with you, great to be
here and folks, honestly, these folks do a wonderful job and we ap-
preciate the relationship we have with them and all the things they
do for the State. I told somebody, Roy, if you are in a duck blind
and you have got a constituent on each side of you, you can give
really give them undivided attention unless a duck comes by.
[Laughter.]

Mrs. EMERSON. We are having a dove hunt in a couple of days
if you want to stay around.

Mr. HAYES. That would be good too.

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 questions posed by a member
of the panel. Call us, talk to us, let us know, we are available, they
are available. The best information we get is from you.

Without further ado, the field hearing of the Subcommittee on
Livestock and Horticulture is adjourned. Thank you.

[Whereupon, at 12:22 p.m., the subcommittee was adjourned.]

[Material submitted for inclusion in the record follows:]

STATEMENT OF BILLy THIEL

I would like to thank you for the opportunity to comment on Federal farm policy
as we look towards the development of the 2007 farm bill. My name is Billy Thiel
and I raise corn, soybeans and cattle on a farm near Marshall, Mo in partnership
with my family. We are investors in Mid-Missouri Energy, a farmer-owned ethanol
plant in Malta Bend, Mo. I also have the opportunity to serve as a member of the
board of Directors of the Missouri Corn Growers Association and Missouri Corn
Merchandising Council.

Rural America is undergoing a time of tremendous change and progress fueled by
the development of the renewable fuels industry. The impact of farmer-owned,
homegrown fuel production is bringing opportunity back to our rural economies. The
role of America’s farmers is changing, growing to encompass providing food, fiber
and fuel for our country. This dynamic growth is changing the way that many of
us look at Federal farm policy.

Our family, as well as most farmers that I talk with, are generally satisfied with
the programs and safety net provided by the 2002 Farm Security and Rural Invest-
ment Act. The farm bill established policy that enables American farmers to be glob-
ally competitive and responsive to market signals while environmentally respon-
sible. The programs provide producers access to global markets, access to capital,
advances in technology and risk management.

The eventual outcome of the Doha Round of WTO negotiations is a critical compo-
nent to future farm policy. As important as additional market access is, we must
make sure that the farm safety net remains in place for American farmers. Our ne-
gotiators have shown that the U.S. will not unilaterally disarm our farm support
programs and jeopardize our country and our farmers. American producers will be
best served by an extension of the commodity title of the 2002 farm bill until a WTO
agreement is reached. It is nearly impossible to formulate comprehensive new policy
with unknown farm subsidy and trade variables.

If a WTO agreement is reached, and a green box compliant revenue program is
necessary, protection must be provided at the farm level using production history
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unique to each grower. Farm level coverage and farm level triggers are paramount
as there is too much production variability within counties. With a farm level trig-
ger, when a farm is off its average production, producers are covered and no one
is left out.

I am sure that the members of this committee realize the value of foreign market
access programs. While working through such programs and the WTO process we
must ensure that the domestic transportation system of rivers, rails and roads that
gives the U.S. our competitive advantage isn’t neglected. Grain belt agriculture re-
lies on efficient, low cost transportation provided by the river systems. The Missouri
River should be managed for transportation and flood control and the Mississippi
River system needs the money necessary to upgrade its outdated and decaying locks
and dams. Expanded WTO concessions, coupled with a shaky commitment to im-
proving our own competitive advantage, are a recipe for disaster.

While the general satisfaction level with the current bill seems high, the 2002 bill
is not perfect. While the farm bill’s direct and counter-cyclical payments have served
to provide a safety net when market forces and production factors have combined
to depress yields and commodity prices. However, years with large crops and low
prices allow raiding of the marketing loan program while growers in short crop
areas are largely left out of the safety net. Since loan deficiency payments are based
on current year production, revenue suffers from reduced production as well as
lower farm program benefits.

As significant as the WTO is, it is not nearly as important as an energy title in
the 2007 farm bill. The demand for corn created by the ethanol industry will influ-
ence prices more substantially than will increased exports resulting from a WTO
agreement. More can be done to cultivate domestic markets rather than dealing
with all too fickle foreign markets which may or may not materialize with a WTO
agreement.

The growth of renewable fuels has been a blessing for rural America. Our rural
economy is providing more opportunity for U.S. farmers through self-reliant energy
development. The expansion of the farmer-owned ethanol industry can be considered
one of the brightest spots in rural economies today. This success can be attributed
the entrepreneurship of American farmers as well as the assistance of targeted re-
search and business development investments. Programs such as the CCC Bio-
energy program have been instrumental in kick-starting the renewable fuel industry
and funding should be continued to sustain the momentum of the ethanol industry.

The Federal Renewable Fuel Standard (RFS) was a monumental accomplishment
which provides a baseline for renewable fuel usage nationwide. Congress should be
open to a wise and prudent increase of the standard as needed to help move the
renewable fuels industry out of its infancy and into maturity. As our farmers move
closer to providing the energy needs of our nation through ethanol and biodiesel pro-
duction, an expansion of the RFS will ensure that our homegrown products have
a position in the marketplace.

The livestock industry is a vital component of our American agriculture system
that does not always receive adequate attention in discussions of Federal farm pol-
icy. It is also a segment of agriculture that is coming under increasing criticism
from radical groups. Government policies must ensure a vibrant and growing live-
stock industry in our country. As our ethanol industry continues to grow, so does
the need for domestic animal production. Without livestock to consume the abun-
dant quantities of distillers dried grains and other byproducts, biorefineries will be
seriously hindered. Animal agriculture and renewable fuels go hand-in-hand and we
must develop sound, science-based policies that support current and future growth.

The market development programs included in the farm bill have been a tremen-
dous success which has provided a substantial return on investment. The USDA
Value-Added Producer Grant Program has encouraged the development of farmer-
owned ventures and would provide an effective model for future programs. Addi-
tional programs should be developed and implemented to encourage farmer owner-
ship of our ethanol and other value-added industries. Without farmer ownership,
ethanol plants become simply another market looking for the lowest cost corn inputs
and lose much of their value to rural areas.

The Federal crop insurance program can be improved with modifications to the
program that would offer better protection to our farmers without substantial cost
increases.

More uniform crop coverage should be offered to producers as many high risk des-
ignations all too often exclude growers that would otherwise participate in crop in-
surance. A subject close to the hearts of Missouri farmers is coverage for losses
caused by the man-made spring rise on the Missouri River. Farmers in the Missouri
River valley are being put into an impossible position. The inflexibility of the U.S.
Fish and Wildlife Service, U.S. Army Corp of Engineers, and USDA through this
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whole process has been monumental. Although we have made it through one spring
rise without substantial harm, do not assume that government imposed flooding and
crop damage will not happen.

Crop insurance is invaluable to producers in years of devastating crop losses. Pro-
ducers cannot control the dual risks of weather and price. However, adequate reve-
nue-based risk management tools can help producers avoid the effects of low yields
and low prices. The subsidy structure of the Federal crop insurance program should
encourage producers to insure adequate revenue to avoid devastating losses but
must not artificially stimulate production. In addition, a supplemental policy should
be developed that would provide better protection against multi-year crop losses and
significant, but shallow repetitive crop losses.

Generally speaking, the Conservation Title of the current farm bill effectively
meets its goal of keeping the most sensitive land out of production. We seek to
maintain current and future funding levels at their maximum level. However, direct
payments in the commodity title of the bill should not be sacrificed by replacing
them with increased conservation funding. Current conservation programs are criti-
Eal tools in dealing with the environmental issues that agriculture will face in the
uture.

The 2007 farm bill should reinforce the original commitment of the Conservation
Reserve Program (CRP) to soil conservation rather than wildlife habitat. With that
focus in mind, we should continue to enroll and give deference to taking the most
environmentally fragile acres out of production. If soil conservation is the primary
focus of the program, allowing farmers to periodically mow CRP acres makes more
sense than requiring tillage of those acres.

We need to collectively evaluate the future of the vast resources of the nearly 40
million acres held in CRP. Do we have a long term plan for this resource? Where
are we going? Will this be maintained as a land bank? Will it be returned to produc-
tion? Can those less fragile acres be developed as a cellulosic ethanol reserve bank?

The Conservation Security Program (CSP) provides attractive incentives for pro-
ducers which make participation worthwhile and offers opportunities to create win-
win scenarios for wildlife and crop farming. However, its limited geographic scope
leaves most producers out of the program. This program does offer.

Again, I believe that 2002 farm bill is, for the most part, meeting the needs of
American agriculture by acting as an effective safety for our food, fiber and fuel pro-
ducers. It is an honor to have the chance to share my thoughts on such an impor-
tant topic with you today. Thank you for coming to Missouri to gather farmer input
on the future of the farm bill. The farm bill provides valuable tools which ensure
the continued growth and success of America’s agriculture industry. I appreciate
your time and attention.

STATEMENT OF GENE PHARR

Mr. Chairman and Members of the Committee, thank you for the opportunity to
testify today. My name is Gene Pharr. I am a poultry and cattle farmer from Lin-
coln, Arkansas. I own and operate five (43ft x 500ft) broiler houses. Poultry is the
primary source of income on our farm. I have been an active participant in the Envi-
ronmental Quality Incentives Program (EQIP), as I used the cost-share program to
build a 40ft x 60ft stacking shed and use alum to tie up phosphorus in the broiler
litter. Neither of these two practices contributes much to my bottom line but they
allow me to help protect the water quality that leaves my farm.

Poultry farmers have been blamed for polluting the water in northwest Arkansas
but I can remember how muddy the Illinois River used to be after a rain when most
of the land was tilled each year. The availability of poultry litter has turned the
eroding hillsides into beautiful permanent pastures which allow little soil erosion
f\gvhen 1t rains. These pastures support more cattle to improve the profitability of the
arms.

Arkansas produces over 1.2 billion broilers each year and ranks second in the Na-
tion in broiler production. The state ranks third in turkeys and fifth in egg produc-
tion. The poultry industry accounts for nearly fifty percent of Arkansas agriculture,
based on the value of production. Many poultry farmers are in trouble due to rapidly
increasing prices of energy.

Outdated U.S. energy policies led to over-dependence on foreign sources to meet
our country’s energy needs and resulted in severe energy price volatility. High en-
ergy costs remain a major uncertainty as farmers try to cope with the high cost of
production. In my case propane is the major energy cost and the cost has nearly
tripled in the 7 years that I have had my houses. Electricity has recently risen dras-
tically because of transportation problems with coal, forcing the use of higher cost
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electricity generated by natural gas. The rise in energy cost has put most poultry
producers in a bind where they can barely survive.

In addition to the financial hardship of rapidly rising prices we face an uncertain
future as the Attorney general of Oklahoma has attacked the poultry companies
claiming poultry litter is hazardous material. The EPA currently is trying to deter-
mine if the ammonia that comes from our houses exceeds a threshold that was de-
signed for releases from industry, not from bacterial action in animal manure.

The 2002 farm bill was carefully crafted to provide a safety net to farmers and
ranchers while also supporting the rural economy. The conservation provisions re-
sulted in the “greenest” farm bill ever. The farm bill strengthened our economy by
encouraging more than $62 billion in agricultural exports in 2005. Current farm
programs enable the U.S. to export production from approximately one out of every
four acres. More than 17 percent of the total American workforce produces processes
and sells the nation’s food and fiber. By any measure, agriculture is the backbone
of our nation’s economy and an invaluable component to our national security.

The authors of the 2002 farm bill should be commended for the increase in fund-
ing working land programs, such as EQIP and CSP. I believe it is important we
maintain a balance between the working land conservation programs and land re-
tirement programs.

I know the budget situation is drastically different going into the 2007 farm bill
debate in comparison to the 2002 farm bill. I feel that the conservation provisions
of the farm bill are important to help producers afford to be good environmental
stewards.

I would like to address The Environmental Quality Incentives Program (EQIP)
within Title II of the 2002 farm bill. EQIP provides poultry producer’s critical finan-
cial support on conservation practices such as; stacking sheds, amendments to treat
animal manures, fence, stream crossing, and others. EQIP funds should not be used
for wildlife habitat over conservation needs since there are other programs to fund
habitat.

I would like to see the program continued within the 2007 farm bill, though, with
price adjustments included so that the escalating prices of materials are accounted
for. For example, my EQIP contract calls for alum for 3 years at $250.00 per ton.
This amount initially covered the cost of the alum. Now the cost is nearly $500.00
per ton. The new contracts cover the cost and the existing contracts haven’t been
adjusted.

The Conservation Security Program (CSP) is a working land conservation pro-
gram that rewards farmers and ranchers for being good stewards of the land. It pro-
vides financial and technical assistance to promote the conservation and improve-
ment of soil, water, air, energy, plant and animal life.

CSP works great in conjunction with EQIP, as it rewards the farmer and rancher
for being a good conservationist and helps offset expenses for ongoing projects. The
one problem CSP has is that not everyone is eligible to participate. I feel the pro-
gram should be open to all farmers and ranchers across the United States.

The Conservation Reserve Program (CRP) is a land retirement conservation pro-
gram , which addresses soil, water, and related natural resource concerns. The pro-
gram is funded through the Commodity Credit Corporation (CCC). The Commodity
Credit Corporation (CCC) makes annual rental payments based on the agriculture
rental value of the land, and it provides cost-share assistance for up to 50 percent
of the participant’s costs in establishing approved conservation practices. Partici-
pants enroll in CRP contracts for 10 to 15 years.

The Conservation Reserve Program reduces soil erosion, protects the Nation’s
ability to produce food and fiber, reduces sedimentation in streams and lakes, im-
proves water quality, establishes wildlife habitat, and enhances forest and wetland
resources. It encourages farmers to convert highly erodible cropland or other envi-
ronmentally sensitive acreage to vegetative cover, such as tame or native grasses,
wildlife plantings, trees, filter strips, or riparian buffers. Farmers receive an annual
rental payment for the term of the multi-year contract. Cost sharing is provided to
establish the vegetative cover practices.

At the end of the CRP contract, farmers would like to have the option to re-enter
into another contract. The advantage for re-entry is the same for establishing the
conservation project in the beginning.

I would ask that consideration be given to support the use of animal manure to
replace chemical fertilizers. Poultry litter is in excess in some watersheds like the
Illinois and is being moved to areas where crops are grown and phosphorous is
needed. The high cost of fuel limits how far it can be moved. Currently the value
of broiler litter is about $40-50 per ton just for the N-P-K, not counting the organic
matter and other beneficial soil nutrients. Could something be done such as elimi-
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nating Federal fuel taxes on fuel being used to move excess litter out of impaired
watersheds such as the Illinois River?

I support full research and development for the increased production of all forms
of renewable fuels from agricultural resource for energy use, including biomass,
which includes waste wood products. I favor biodiesel incentives through tax credits
of at least 10 years in duration and through other appropriate measures such as
a renewable fuels standard.

Mr. Chairman, the 2002 farm bill not only established a safety net for our produc-
ers, but it also provides leverage for international trade negotiators and needed con-
servation program support. I support the concepts of the 2002 farm bill for inclusion
in the 2007 legislation.

STATEMENT OF HOWARD HARDECKE

Mr. Chairman, members of the Committee, I appreciate the opportunity to ex-
press my opinions concerning the upcoming 2007 farm bill. My name is Howard
Hardecke, and I am a rancher and farmer from Bolivar, Missouri. I have been in
ranching for 33 years and have actively kept abreast of happenings in the agri-
culture arena and the beef industry in particular. I am the immediate past presi-
dent of the Missouri Cattlemen’s Association and am currently serving on Congress-
man Roy Blunt’s Agriculture Advisory Committee and on the Governor of Missouri
Matt Blunt’s Agriculture Advisory Committee. I am witnessing as an individual pro-
ducer before this committee today.

Speaking as a Missouri cattle producer, we are the second leading cow producing
state in the United States. Our cash receipts in 2004 was $821 million, or 19 per-
cent of the states total cash farm receipts. We have beef cattle in all of Missouri’s
114 counties, with most of the top ten counties in south Missouri. The majority of
the cattle in Missouri are within a 100 mile radius of where we are right now. You
are in cattle country. We are dependent upon this nation’s agricultural system and
infrastructure to feed, transport, and market our cattle in order to provide beef for
America’s table. As such, we are very interested in seeing this segment of agri-
culture remain healthy and viable.

As you may well know 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 nation’s largest segment of agriculture, the cattle industry is focused on con-
tinuing to work towards agriculture policy which minimizes direct Federal involve-
ment; achieves a reduction in Federal spending; preserves the rights 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 producer or commodity
over another. I would like to address several sections of the 2002 farm bill and how
;urrelétuand future challenges might be addressed during the formulation of the next
arm bill.

CONSERVATION AND ENVIRONMENT

Conservation and environmental issues are two areas where Federal agriculture
policy and the beef industry can work together to ensure the future of the cattle
business in the U.S. Being good stewards of the land makes good environmental
sense and is fundamental in making our industry strong. USDA’s conservation pro-
grams are a great asset to cattle producers. We want to see them continued and
refined to make them more producer friendly and more effective in protecting the
environment in a sensible way.

One concern of mine involves various USDA conservation programs such as CSP
and CRP. To enroll in these programs requires the producer to stop productive eco-
nomic activity on the land enrolled. I believe economic activity and conservation can
go hand in hand. I would like to see the next farm bill allow managed grazing on
land enrolled in CRP. This will have tangible benefits on environmental quality, for
example, helping to improve lands threatened by invasive plant species.

Environmental issues are a huge challenge for our industry. And I understand we
need to have regulations to protect resources and that those producers who know-
ingly pollute and violate the Clear Air and Clear Water Acts should be prosecuted.
However, the use of vehicles such as the EPA’s Superfund to sue agriculture produc-
ers for the manure in their operation is egregious and threatens the future of agri-
culture producers both large and small. This, combined with EPA’s talk of regulat-
ing agricultural dust and other naturally occurring substances makes us all con-
cerned for our industry. And, although I know these items are not addressed in the



111

farm bill I ask that members of this committee step in and help agriculture produc-
ers in their fight to have effective and sensible environmental regulations.

TRADE

U.S. cattlemen have been and continue to be strong believers in international
trade. We know that 96 percent of our customers are outside of the U.S. borders,
and so we encourage the Committee to have a strong and vigilant oversight of the
enforcement of any trade pact to which American agriculture is a party.

I would like to see aggressive negotiating positions to open markets and to remove
unfair trade barriers to our product. I also support Congressional and regulatory ac-
tion to address unfair international trade barriers that hinder the exportation of
U.S. beef. The beef industry certainly appreciates your work in helping to reopen
the foreign markets that were closed to U.S. beef after the discovery of BSE in a
Canadian cow in Washington state. We ask for your continued support in seeing
that sound science is being followed in bringing down these artificial trade barriers.

ANIMAL ID

One of the most controversial and divisive issues currently in the beef industry
is the issue of animal identification. I believe that a national ID system is necessary
in trying to deal with, and mitigate the effects of animal health emergencies on our
business and trade. I strongly feel that a privately held animal identification sys-
tem, like the one that exists now under the administration of the U.S. Animal Iden-
tification Organization (USAIO) 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. Confidentiality
of the information is paramount and is one of the greatest concerns for producers.
This privately held data base will keep the information much more safe than a pub-
lic or USDA system would.

RESEARCH

In regards to animal health emergencies, I 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.

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 