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Mr. Chairman and members of the committee: My name is Steve Rome and I am honored by the opportunity to testify before you this morning. I am involved in an irrigated farming operation with my two brothers in Southwest Kansas near Hugoton. We are third generation United States citizens. I think our family has an appreciation for the immigration situation which is very important to the economy of Western Kansas. My grandfather immigrated to the United States from Germany through Russia in the late 1800’s. My father had to learn English when he started school, and as Dad would tell us, if the nuns caught you speaking German, you would be reminded to speak English by a ruler on your knuckles. 

When we took over the farm in 1982, we farmed about 1200 acres. Today we farm approximately 12,000 acres with about 75% being irrigated by center pivots. Some would say this is a large business and I suppose it is, and I’m not sure if the risk is always worth the return. Nevertheless, this is a family farm. I hear so many people say we need to save the family farm but I never hear anyone say we need to save the family grocer, hardware store, pharmacy, lumber yard etc. We have figured out the “how to sell more for less” part of Sam Walton’s business plan, but we are unable to figure out to exert the influence on our suppliers or pass on our increased cost to our customers.  Without farm subsidies and an understanding lending institution our farm would probably not exist today and according to our insurance agent we have one of the highest APHs of all of his customers. Most of the writers whose articles I read in farm publications always talk about not being afraid to sell at a profit. I wonder how they possibly know what that is when they very seldom discuss the cost of production in the articles only the price of the commodity. Last year, I would have bet right up until we put the combine in the field that we had an average to above average crop. I was fooled along with our crop consultant, county agent and the rest of the industries that try to guess how good of a job of production we did for the year. Our yields were off 20% which nobody anticipated. Success or profit is always a two part equation “price x yield”. Unfortunately this type of loss usually puts us at a level with crop insurance where all we lose is the profit! I keep telling my brothers we need to put a sign along the highway that reads “We are giving you the opportunity to second guess us at least one more year”. 

We use crop insurance to help manage our risk and give us the opportunity to pre-market our planned production. With crops like wheat that we have not been able to maintain yields on, the insurance program becomes less effective in risk management.  This is because we have suffered several years with below average yields caused by drought, diseases and freeze damage. It would seem that crop insurance could be designed to insure anticipated revenue, and not have coverage to cover less and cost more when we have a crop loss.

 I serve on the Kansas Corn Growers Board and have heard Ken McCauley explain NCGA’s plan for some type of a revenue plan that would limit or do away with direct payments and create something that would be a safety net when yield or prices were low. I have not studied this enough to have an opinion whether this is a good solution. We do think the programs could be made simpler and easier to explain to an out of state landowner. Surely there is a better word than counter cyclical. We have a landowner that was a college professor and then a consulting geologist. He is a very intelligent and detailed person but he drives the poor ladies in our local FSA office insane trying to figure out how his payments were determined and if they are correct.

Agriculture is the life blood of western Kansas. Our farm is located on top of two finite and depleting resources, the Ogallala Aquifer and the Hugoton Natural Gas Field. The recent increase in grain prices has farmers apprehensively excited about the future of our industry. We have not even completed one growing season with the increased grain prices we have seen from the growth in the ethanol industry and we are already concerned about what the higher prices will do to our long time customers in the livestock industry. 
 


I have served on several committees to discuss how to maintain the water supply that has made our economy what it is. We killed lots of trees creating reports but have done little to stop the decline. Most farmers have implemented practices (strip till, no-till, raising cotton, center pivots) to make their business more efficient and hopefully save water, but the reality in my mind is that it is no different than the natural gas industry. They are both finite resources but one we are attempting to remove as rapidly and completely as possible but with water our goal is to maintain the resource infinitely. For those of us who are investing in production agriculture, it almost seems to be a hypocrisy. It is difficult to make long term investments with this uncertainty and it varies from state to state which also makes it difficult to attract new industry to our area when they see the differences in water law. I have told the people on the committees that it is my goal to run out of water the day before the second coming of Christ. Even though I say that with tongue in cheek, I believe anything beyond drinking water should be treated as a resource not unlike natural gas, oil etc. I serve on our county economic development board and we think Stevens County is one of the final two choices for a cellulosic ethanol plant but I have not heard one presentation on the economics of switch grass production. I also have not heard from NRCS on what concerns they might have about the removal of the entire above ground residue as it would apply to conservation plans.

The letter I received inviting me to testify asked about the challenges facing Kansas farmers. If you are a grain producer and don’t happen to live close to one of the communities that was hit with a tornado that spread the town through out your fields, or your wheat was not frozen earlier this spring, or your fields are not so wet that you can’t get a planter across them, then this a better year compared to the last several. We have had a little moisture and the grain prices look decent. If you are a livestock producer and had to put up with all the snow and ice this winter and are now looking at record high grain prices you might not think times look so good.


 In closing I would like to say that with current economics, most farmers have less concern about a subsidy program than they have in the last few years. The main concern most of us have is with the investment it takes to run a farming operation, changes in policy can have a devastating effect on the profitability our industry. Most of us would be more than happy to get our profit from the marketplace but with the risk of inputs, rent, and land costs increasing, most of us are still skeptical that can be done. I would like to have some of the magazine and newspaper writers tells us exactly what it is to compete in a fair world market. I’m not sure that exists. 


I have heard many K-State economists say “on average we drive the profits on most businesses to zero.” It appears it will continue to be more difficult to be above average in the future. I still remember the comment our banker made when we brought in one of our first farm payment checks. He said “I see you received your welfare check.”  I said I thought we worked way too hard for this to be called welfare. It appeared to me those payments were as much of a benefit to his business as they were to mine. I read many articles in the newspapers that make me think the non-farming just consider this a form of welfare. We think the subsidy program should not be based on what a person’s income is, but should be a tool to help make sure we have a viable food production system in this country.

In my opinion, we as a country cannot afford to have a national policy that relies on other countries for our food or energy supplies. 

In reflecting back on the past 25 years, I sometimes wonder if we would have made the same decision to get involved in this business. We are against payment limitations. It sometimes appears my brothers and I are being penalized by trying to run an efficient operation. By running our business as a partnership, we can spread the cost of expensive equipment over more acres. But we would not make the list of operations that receive a large amount of government payments if we each had our own operation. I am not sure it is wise or good business to have part of the farm program that helps “beginning farmers” get into a business that is so capital intensive and has such huge risks involved with it. With most of our retirement tied up in the value of land, and the State of Kansas having so much influence on that value with where they try to take water law, it makes for many sleepless nights.  


I thank you for the opportunity to address you today.
