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REVIEW OF FEDERAL FARM POLICY

MONDAY, MAY 1, 2006

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON CONSERVATION, CREDIT,
RURAL DEVELOPMENT, AND RESEARCH,
COMMITTEE ON AGRICULTURE,
Harrisburg, PA.

The subcommittee met, pursuant to call, at 11:30 a.m., at the
Farm Show Complex, Harrisburg, PA, Hon. Frank D. Lucas (chair-
man of the subcommittee) presiding.

Member present: Representative Holden.

Staff present: Josh Maxwell, subcommittee staff director.

OPENING STATEMENT OF HON. FRANK D. LUCAS, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF OKLA-
HOMA

Mr. Lucas. This hearing of the committee on Conservation, Cred-
it, Rural Development and Research will come to order. Good
morning and welcome. I would like to thank everyone for joining
us today at the Farm Show Complex. I find it fitting that we hold
today’s hearing at this marvelous 25-acre facility that is dedicated
to promoting Pennsylvania’s diverse agricultural production. The
Agriculture Committee is devoted to reaching out to all regions of
this Nation, to listen to comments and concerns of producers that
are affected by farm policy. The full committee has begun this proc-
ess earlier this year and has already traveled to North Carolina,
Alabama, Georgia, Nebraska and will be heading to Colorado and
Texas, among other States, in the near future.

Mr. Holden and I have traveled here today so that Pennsylvania
producers may voice their concerns on conservation, credit, rural
development issues, as well as other important issues that must be
addressed. The testimony we hear today and the information we
gather over the remainder of this year will be used by the commit-
tee to draft legislation for the next farm bill. The shape of the next
farm bill will be unclear until we receive a budget number next
year. I would anticipate that the next farm bill will be written
under much tighter budget constraints than the previous bill. This
makes hearings such as this one today even more important as pro-
ducers can make record of their priorities and improvements for
the 2007 farm bill.

Many producers have also called for an extension of the current
farm bill. While I agree that the 2002 farm bill is very successful
and popular with the agricultural sector, many of my urban col-
leagues, perhaps, would not agree. With rising deficits and the goal
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to reduce Federal spending, opening up the current farm bill would
very well be a bulls eye to cutting funding, not to mention making
it vulnerable to amendments on much more stringent environ-
mental regulation. I will work with my colleagues in the Agri-
culture Committee to develop sound policy that provides producers
with a safety net in the face of rising energy costs, unfair trade
barriers and government regulation.

I ask that you inform your representatives of the importance of
having a farm bill that provides you, the producer, with the ability
to continue to provide food and fiber security to this Nation.

Before I begin, I would like to thank Mr. Holden for hosting the
subcommittee here in Harrisburg, for the staff of the Farm Com-
plex and the Pennsylvania Department of Agriculture for their
hard work in making the arrangements for today’s hearing. And I
would also like to thank our witnesses, who have taken time away
from their farming operations to testify before the subcommittee.
With that, I most assuredly look forward to our testimony and I
turn to my ranking member, the gentleman from Pennsylvania,
Mr. Holden, for any comments he may offer.

OPENING STATEMENT OF HON. TIM HOLDEN, A REPRESENTA-
TIVE IN CONGRESS FROM THE COMONWEALTH OF PENN-
SYLVANIA

Mr. HOLDEN. Well, thank you, Mr. Chairman, and thank you for
bringing the subcommittee here to Pennsylvania so we have a
chance to, as you mentioned in your opening statement, look at
what we were able to do in the last farm bill and what we need
to do in the next farm bill as we look at all regions of the country
and Mr. Chairman, I appreciate your leadership. We have been at
this for some time now and it has been a great privilege and honor
to serve with you as your ranking member, and I also want to
thank you for your indulgence, as I mentioned last week, my open-
ing statement might be a little longer than usual, so I appreciate
that.

But Mr. Chairman, I look forward to hearing from our witnesses.
Besides our well-qualified panel of witnesses, I would like to recog-
nize Pennsylvania’s secretary of agriculture, Dennis Wolff, who just
had to leave for another meeting; the executive deputy secretary,
Russell Redding; deputy secretary for agriculture and consumer
protection, Bill Wehry; and deputy secretary for marketing and eco-
nomic development, Cheryl Cook—Mr. Chairman, you might re-
member Secretary Cook testified at our rural development hearing
a few weeks ago in Washington—who are here in attendance with
us.
Mr. Chairman, agriculture is a vital component of the economic
health of Pennsylvania and the northeastern States. The region’s
agriculture base is highly diverse; dairy, specialty crops, forest
products and some traditional program crops form all the major
part of the farm economy. The Northeast is home to more than
135,000 small and mid-size farms and has a total population of
more than 60 million people. The livelihood of 4 million people in
the region relies on agriculture, yet Northeastern farmers receive
less than 1 percent of Federal agriculture subsidies.
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The current farm bill has some successes we can point to; the
dairy safety net, through the Milk Income Loss Contract Program
and the largest investment in conservation in the history of recent
farm bills. When we consider the next farm bill, I think we need
to examine whether current conservation programs are working for
all regions and the rising cost of energy and its effect on our farm
families. Further, we should include specialty crops on our agenda.
Pennsylvania is representative of the importance of specialty crops
to the entire Northeast region. Specialty crops are taking on in-
creased importance in Pennsylvania as more growers are producing
for local and metropolitan markets in order to survive.

Specialty crops in Pennsylvania include everything from mush-
rooms to potatoes, from pumpkins to tomatoes. Jack Shafer is here
today to talk about the variety of specialty crops that he grows.
Specialty crops represent 32 percent of Northeastern agriculture,
but only 21 percent in all of the United States. Generally, the in-
dustry has competed well with little Government intervention.
However, our growers share problems with the rest of the Nation,
including high energy prices and natural disasters. Production and
sale of higher value specialty crops also offers a critical means of
compensating for the Northeast high agriculture land values, which
are 150 percent above the national average.

The Federal Government spends only about 3 percent of program
crop dollars on specialty crops. Specialty crop producers across the
Nation would benefit from the advancement of specialty crop pro-
grams to enhance production and marketing for this important in-
dustry. Specialty crop growers do benefit from conservation pro-
grams authored by USDA. Conservation programs assist our farm-
ers and ranchers in strengthening their environmental steward-
ship, which is so important for looking after land and water that
we will pass on to future generations. I look forward to hearing
from Glenn Seidel about his experience with Federal conservation
programs.

By investing in environmental protection of land and water, the
public benefits from an overall improved quality of life. Our Na-
tion’s farmers and ranchers produce more than traditional food and
fiber; well-managed agricultural land also produces healthy soil,
clean air and water, wildlife habitat and pleasing landscapes, all
of which are increasingly valued by rural and urban citizens, alike.
The conservation title of the current farm bill has dedicated over
$17 billion for conservation, an increase of 80 percent.

During the farm bill debate, one of the major issues discussed
was the original inequity of farm bill programs. Most farmers in
the Northeast region do not benefit from traditional agriculture
programs; they simply do not grow traditional crops in the num-
bers other regions do. Conservation programs offer them a way to
continue in farming. The Farm and Ranch Lands Protection Pro-
gram is a Federal farmland preservation program that reimburses
agencies up to 50 percent of the easement purchase price. Pennsyl-
vania lost 134,900 acres of prime farmland from 1992 to 1997.
Since 1996, the program, in partnership with State and local gov-
ernments and non-governmental organizations, has kept over
440,000 acres of productive farmland in agriculture uses across the
Nation.
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Farmland preservation is an excellent way of preserving farm-
land for many years to come and helps provide a means for main-
taining a viable rural economy. Conservation programs such as the
Environmental Quality Incentives Program are very important to
dairy farmers in the Northeast region. The structure of dairy farms
has taken a dramatic shift over the past decade. As a representa-
tive from a traditional dairy State in the Northeast, my biggest
concern has been how to stabilize and keep small dairy operations
in business. Pennsylvania is the Nation’s fourth largest dairy pro-
ducer. Dairy is the No. 1 agriculture industry in the State, rep-
resenting 40 percent of revenue; and I am pleased to have dairy
farmer Greg Hostetter here today to tell us about his dairy oper-
ation.

By some means, we must maintain opportunities for farmers like
Greg to obtain credit. Congress created the Farm Credit System
with the statutory mandate to serve agriculture as a permanent,
reliable source of credit even in difficult times. There is inherent
risk involving agricultural lending and the Farm Credit System
plays an important role in agriculture risk management. I think we
can improve the Farm Credit System to allow agri-businesses to
better manage their risk and continue to provide food and fiber se-
curity to our Nation.

I look forward to considering any suggestions that the witnesses,
especially Karl Laudenslager, may have to what Congress can do
to ensure the Farm Credit System continues to be successful for
farmers. In the way of encouraging success for our farmers, I am
excited to be from the State that is leading efforts to lessen our Na-
tion’s dependence on imported oil. Pennsylvania is at the forefront
of promoting renewable energy such as ethanol, biodiesel made
from agriculture products like corn and soybeans. Biodiesel offers
advantages to the United States since it is a cleaner burning alter-
native to petroleum based diesel. It is made from renewable re-
sources like soybeans, reduces certain air emissions and it works
in any diesel engine with few or no modifications.

Independence Biofuels has opened a biodiesel injection facility in
Highspire in my congressional district, not too far from here. This
fuel blending facility is the first in the Nation that can combine
biodiesel with petroleum based diesel or other fuels before they are
put into tanker trucks. I am also pleased to be able to attend the
recent ribbon cutting ceremony for a new biodiesel plant here in
my district in Middletown, also just up the road. AGRA Biofuels
has the ability to process and produce 3 million gallons a year
when operating at full capacity. The plant will employ approxi-
mately 50 people and Don Coccia, from AGRA Biofuels is here to
offer his testimony today.

The new renewable standard in the 2005 energy bill, gasoline
will be required to contain 7.5 billion gallons of renewable fuel an-
nually by 2012, but I think we can do more to increase our use of
these renewable fuels and become energy independent. Increasing
use of biofuels will stimulate economic development in our rural
communities. Rural development programs are vital to ensuring
that our traditionally agriculture-based communities do not simply
vanish because of farm and job loss. Rural development initiatives



5

help to advance our rural communities, develop new markets and
provide for economic growth.

Keith Masser is here with us today to talk about his experience
with the USDA value-added grant, which helped him to start a po-
tato dehydration facility in Schuylkill County. Keith’s terrific
project was recently featured in USDA’s Rural Cooperatives maga-
zine. Value-added grants help producers add value to their prod-
ucts before marketing them, for example, by dehydrating fresh po-
tatoes and increase the price paid to the farmer. USDA rural devel-
opment importantly promotes economic development, helps commu-
nities undertake community empowerment programs and supports
essential public facilities and services.

USDA’s Community Facilities Program is vital for sound commu-
nity development. It is probably the most successful USDA pro-
gram in Pennsylvania. Increasing grant funds as well as direct
loans available under Community Facilities Programs is a No. 1
funding need. The multi-year backlog is real and significant, cur-
rently with a waiting list of over 2 years. This program is essential
for providing rural communities with the resources to prosper.
When rural communities expand and improve drinking water and
wastewater treatment facilities, they can provide cleaner water,
protect the environment and attract industry to provide off-farm in-
come.

Mr. Chairman, we have an obligation to enhance the quality of
life in the Nation’s farmers who are dependent on rural economies
for their employment and economic support. We also have an obli-
gation to the people of America to ensure a safe, affordable and
abundant food supply. One major question we need to ask our-
selves during the next farm bill is how do we structure and protect
crucial assistance to our rural and farming communities and to our
consumers. Mr. Chairman, again, thank you for coming here today
and we look forward to the testimony from our witnesses.

Mr. Lucas. Thank you, Mr. Holden.

A little background for our witnesses here; while Congress tends
to be a place full of all sorts of partisan rancor, you will note, if
you have ever been an insomniac and stayed up late at night and
watched C-SPAN, that the House Agriculture Committee is one of
the most bipartisan groups. We tend to work very closely together
without regard to party or region; since we represent such a small
part of America, we have to pull together. Isn’t that right, Tim?

Mr. HOLDEN. Absolutely, Mr. Chairman.

Mr. Lucas. And with that, I would like to invite our first panel
who are seated at the table; Mr. Donald Coccia, founder and chair-
man of the AGRA Biofuels LLC, Middletown, Pennsylvania; Mr.
John Shafer, specialty crop producer from Tamaqua; you would
think with 39 Indian tribes in Oklahoma, I could pronounce that.
Sixteen in my district and a few of yours, by the way, from genera-
tions gone by. And Mr. Gregory Hostetter, dairy producer from
Jonestown, Pennsylvania. Mr. Coccia, start when you are ready,
sir.
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STATEMENT OF DONALD COCCIA, FOUNDER AND CHAIRMAN,
AGRA BIOFUELS LLC

Mr. CoccIiA. Thank you very much. Good morning, Mr. Chair-
man, Ranking Member Holden and members of the subcommittee.
It is a great pleasure to be here today.

It is a great pleasure to be here today to discuss the issue of agri-
culturally based alternative fuels and biodiesel production, in par-
ticular, with you. By way of introduction, my name is Don Coccia
and I am the founder and CEO of AGRA Biofuels, where AGRA
stands for America’s Greatest Renewable Alternatives. I appear
here today not long after accomplishing the surprisingly challeng-
ing task of building Pennsylvania’s first commercial biodiesel pro-
duction facility. The facility was dedicated in January of this year
with the distinct honor of Representative Holden’s presence at that
event. Today my testimony is meant to support Representative
Holden’s leadership and to share ideas and concerns earned
through my recent real-world experiences.

If T could leave just one thought with you here today, it is this:
opportunity. There is just an unbelievable opportunity in develop-
ing this industry, both for the Nation and also for farmers. There
are also a lot of challenges, though, that I want to talk about and
specifically talk about in the production area that we are in. With-
out a doubt, my testimony really should say that it was just too
hard; it was too hard to build a biodiesel facility. In an industry
and a facility that the country desperately needs, it was too dif-
ficult, it was too uncertain, it was too expensive, it was too time
consuming to build our facility, it really was.

I thought that we would be embraced with open arms by regu-
lators, by communities, by financing institutions, by insurance in-
stitutions and in fact, we found just the opposite. Every step of the
way was an absolute burden. In building what we thought was to
be something that was to benefit the United States, was to benefit
something that is very important and really the foundation, I
think, of our economy, the energy situation. So why should that be
important? Why should it be important that it was so burdensome
for us to actually build this facility?

And on the one hand, there really is a lot of good that we can
say about that because it is an extremely growing, fast-growing in-
dustry that provides a lot of opportunity, but the problem is that
so many times when we confront anyone involved in the industry,
it is an issue of first impression, whether it is a local regulator,
State regulators, Federal regulators or anyone in-between in the
private industry, it is always an industry of first impression and
that is a result, really, of our growth.

So we began by building this facility in the hope that we could
prove that alternative energy really served as an answer to the en-
ergy needs and the energy concerns that we have here in the
United States today. We specifically researched all the alternative
energies and came up with biodiesel; biodiesel because it provides
opportunities immediately to actually help farmers, to create do-
mestic production and has very few problems in actually introduc-
ing either alone, all by itself or in combination with regular petrol
diesel in producing a fuel that we can use immediately.
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We went about building the facility quickly so that we could
prove that and in fact, we observed exactly what I talked about;
uncertainty, problems at every turn that we still experience today.
Our budget is actually 500 percent. We are 500 percent over budget
as of today to build the facility and still waiting on some certain
permits to get to full production. So my testimony today is to say
this, there is a wonderful, almost unbelievable economic oppor-
tunity for us. And there have been programs that have been very
helpful in getting the industry to its exponential growth in the last
few years.

But what we need to now is to commit ourselves 100 percent, as
the president, I think, has in the unbelievable, to me, even 2 years
ago that I would see him in front of the Renewable Energy Associa-
tion billboard, just last week. But to commit ourselves to develop-
ing the infrastructure, the administrative infrastructure that very
much like we have in the State now, we have the Governor’s Action
Team and we have PennTech, that provides technical assistance.

The Governor’s Action Team has the ability to bring together,
with responsibility and authority, all of the regulatory bodies that
are necessary to get something done and that is what we need to
do at the Federal level. We need to create almost a new energy ac-
tion team to provide one place, whether it is the authority, the re-
sponsibility and the information to actually get so that we are in
a template position of building one new facility after another. This
will lead to a number of different initial alternatives from financ-
ing, insurance ability, crop development and just a whole host of
re}?llbeneﬁts to the farming community and to our Nation, as a
whole.

So in conclusion, I would just like to say it is an exciting time
for alternative energy development. What we need to do now is to
actually develop the infrastructure so that farmers can come and
they can build these facilities and actually, we can take a large
step forward towards American energy independence. Thank you
very much.

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

Mr. Lucas. Thank you. Mr. Shafer.

STATEMENT OF JOHN SHAFER, SPECIALTY CROP PRODUCER,
TAMAQUA,PA

Mr. SHAFER. Good morning, Chairman Lucas, Congressman
Holden, members of the subcommittee. Thank you for the oppor-
tunity to testify here today on the topic of specialty crops. My name
is Jack Shafer and I am a semi-retired farmer from Tamaqua,
Schuylkill County, Pennsylvania. I say semi-retired, as I am very
fortunate to be transitioning the farm over to my son, who will con-
tinue the family tradition. Forty years ago I joined the farm in a
partnership with my father. Our farm raises pumpkins, as well as
corn, soybeans and beef cattle. Our pumpkins are mostly retail,
sold at a roadside stand during the months of August, September
and October, targeting the autumn and Halloween markets. In our
not-too-distant history, the farm also grew cabbage and other fresh
market vegetables.
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I take pride in my professional affiliations and in my agricultural
accomplishments. I am involved in numerous agricultural organiza-
tions, one of which is the Pennsylvania Farm Bureau, and I am a
member of the Board of Directors of the Schuylkill/Carbon Farm
Bureau and in 1995 I was honored as the Soil and Water Conserva-
tionist of Schuylkill County. I have also served as an agriculture
ambassador to China on a tour. The testimony I offer here today
reflects my personal opinions, as well as features to be included in
the farm bill legislation. But I would note that nearly all of my
views are the same as the policy positions of the Pennsylvania
Farm Bureau.

The 2002 farm bill, as a whole, wasn’t too bad for farmers. It set
a floor under prices and the larger farms had a really good safety
net there. Unfortunately, in the Northeast, we do not have exten-
sive farmland. A lot of the acreage is divided among many farmers
and farmers that grow and raise vegetable and fruit crops, mainly
the vegetable crops, have to rotate several years, 2 to 3 years, to
produce their crops and this is where a mix of commodity crops fall
into the scenario.

The idea of having limited crop or vegetables into large acreage
is a great idea that was pursued many years ago. The main prob-
lem I see with agriculture today is in 1963, I could have brought
a brand new Chevy car for $2,300 and 2003 I bought a brand new
Chevy car and it cost me $23,000. It really leaves us in a limbo.
It really affects our bottom line and we have to grow more crops
in order to stay in the mix of things. A recent study I read about
the other week that the farmer only gets 18 percent of the consum-
er’s dollar; the average person consumes approximately $3,500
worth of food, which comes to about $10 a day; it is either prepared
food or unprepared food. The 2002 farm bill, as it relates to the av-
erage consumer cost in agricultural USDA terms, $70 for the year,
which is very small.

CRP and CREP programs have a negative effect to producers and
growers. The lands which are signed up in these programs are
mainly under-funded, funded to the landowner, not to the producer.
The producer is left hanging out there. In my area, we have a lot
of smaller farms that other farmers took over and use them as an
economic base and several of these farms have eroded and left us
out there in limbo.

Regarding fruits and vegetables as a specialty crop, there is a lot
of labor needed to plant these crops and harvest these crops; it is
not mechanized, or to the point it should it be. Here is where immi-
gration, which has been a hot topic the last several months in
Washington. Agriculture has been good to me over the years and
if I ever had the chance to go around again, I would be a farmer
all over again. The rest of my comments can be found in my sub-
mitted report and I thank you for the time allotted to me.

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

Mr. Lucas. Thank you, Mr. Shafer. Mr. Hostetter.

STATEMENT OF GREGORY HOSTETTER, DAIRY PRODUCER

Mr. HOSTETTER. Good morning, Chairman Lucas, and my con-
gressman, Tim Holden. It is an honor and privilege to address this
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committee on the issues that affect my livelihood, farming. My
name is Greg Hostetter and I am in the dairy business with my
father. We have 90 head of dairy cattle and crop 150 acres of al-
falfa, corn and soybeans. My wife and I have a 5-year-old son and
we will be taking over the dairy farm in the next few years when
my father retires. Presently, I serve on the Board of Directors of
the Lebanon County Farm Bureau. My work on many proactive ag-
ricultural campaigns has led me to become chairman of the PA
Farm Bureau Promotion and Education Committee, a member of
the PA Department of Agriculture Agriculture Education Advisory
Board, and the Lebanon County Farm Safety Committee.

I was asked to testify, as a dairy farmer, about the issues con-
cerning my family. I will also speak about how we use these pro-
grams in the farm bill and their importance to farmers like me. I
will start with MILC, M-I-L-C and currently, MILC-X. This is the
most important program to me and all the dairy farmers I know.
The current cost of production in Pennsylvania is $18.11 per cubic
weight. When the market price of class 1 falls below $16.94, the
MILC program kicks in and helps farmers like me to cover part of
my expenses to produce milk without going into debt, but I still
need to use my cash reserves during these low market periods. But
it is because of programs like MILC and MILC-X, that my farm has
been able to stay in business. Without the MILC program, it would
be hard to ride out the low market, so yes, I strongly support con-
tinuation of the dairy price support program at the current level.

Many farmers are concerned about the National ID program. I
share some of their concerns. Let me be clear; I know that provid-
ing safe, affordable food supplied to America’s families is top prior-
ity, but my concern is that the National ID program needs to be
easy to use and confidential with cost sharing from Government,
industry and producers.

Johnes’ Disease is still present in dairy herds today, according to
my veterinarian. Our herd has never seen any suspicious animals,
probably because we have had a closed herd since 1991, but you
never know when things change. So I support some type of funding
to help farmers who voluntarily want to test or think they should
test for Johnes’ Disease.

Direct Counter Cyclical and Loan Deficiency Program: in 2000 I
started using these programs and have found them very helpful,
especially LDP for when grain prices fall below the loan rate. I find
being able to fax my request for LDP very farmer friendly because
I don’t have to make a trip to the office when we are busy; it is
easy to sign the paper and send it in. I also like using DCP. The
only negative comment I have is that we are paid on old history.
For instance, I receive a wheat payment when I no longer plant
wheat anymore. Instead, I plant more corn. It does not reflect my
current crop information. And my local FSA office is very easy to
work with and they do a good job helping us with the paperwork
and everything else that needs to be done.

National Farm Policy must be balanced. Congress must take into
consideration the regional differences that exist. The Northeast
producers are the closest and most able to meet the agricultural de-
mand of 25 percent of Americans who live in the mid-Atlantic and
Northeastern States. Farm policy must reflect the unique needs
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and limitations of the Northeast farmers. Congress must look into
the green box and blue box programs that would protect the North-
east dairy farmers and ensure the availability of fresh, nutritious
dairy products.

Mr. Chairman, thank you for holding these regional field hear-
ings here in central Pennsylvania and allowing me to share with
you and the committee how my family uses and needs these pro-
grams. Again, it is an honor to be part of this process for the next
farm bill.

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

Mr. Lucas. Thank you. Mr. Coccia, you talked about how tough
it was to get in the biofuel industry. You mentioned everything
from State and Federal regulations and just for my perspective,
which was the most challenging part, explaining to your finance
sources what you were going to do or dealing with State and Fed-
eral regulations or adopting technology that would cash flow well,
it seems? What part of the process was particularly difficult, from
your perspective, in making this happen?

Mr. Coccia. The most difficult was, without a doubt, the regu-
latory concerns that we had. When you come into a new industry,
which this really is, for the United States; we are actually 10 years
behind Europe in implementing and producing biodiesel. Germany,
for example, I think has almost 6,000 retail pumps and I was fortu-
nate enough to travel throughout Europe, Mexico and Central
America and see what the biodiesel industries are doing there. And
what is happening is, and what I am very concerned about, is that
we will be a distinct competitive disadvantage to these countries
because of the regulatory concerns. It came at us from all direc-
tions, from Federal, which we still have a problem getting our
hands around, to the State and now even, to this day, the local
code enforcement.

You can’t actually hold these people to what they tell you up
front; they don’t know what the industry is; don’t worry about it,
we are behind you 100 percent, the President is behind you, the
Governor is behind you; go, go, go. We build, build, build and they
come in with cease and desist letters, which we have received four
of, to date. And I have actually had conversations with consultants
who have talked with regulators and come to me in person because
they didn’t want to call or write to create a trail, to say I am not
sure I gave you the right advice and they are taking a different
track now.

And I don’t know what you want to do about these issues of first
impression to everyone, and it is not just regulators. It turned out
that I actually, trying to find insurance, stopped us dead in our
tracks. We actually had a verbal promise to have insurance and an
insurer said I didn’t realize you were doing that; the term is biodie-
sel, there is diesel there; unfortunately, we have to put you in a
refinery category. I said it is vegetable oil processing; that is all we
are doing. They pulled it and we actually had to stop the construc-
tion company, the laborers at the gate because we did not have in-
surance as required by our lease.

So it is a continuous educational process with everyone that we
confront, and it is a great thing from the sense that the industry,
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there is a lot of interest; people are really excited about it, but we
have to build the, I call it the administrative infrastructure, when
every step of this is not so painful, so that when a farmer says boy,
I would really like to look into this, who do I contact, he doesn’t
have to recreate the will to find out who I contact or how do I fig-
ure out the economics of this; whether it works or whether it
should be ethanol or whether it should be methanol digesters, what
should I do?

He has a source to go to and find out all of this information and
right now, it is just not there and we can attribute that to growing
pains, which I would like to do, but we have to confront it head
on to develop what I call a new energy action team, whether it is
in DOE, at Department of Energy, or whether it is somewhere else,
somewhere where all the resources are marshaled and anyone that
wants to get in it, whether it is a farmer, a farmers’ cooperative,
private industry, they can go to it and they can go to this source
and have all the information they need to do this.

I will give you one other example. We put on our website and on
our brochure that we would be happy to give tours of the facility.
If we had, I think, three full-time people, we could not keep up
with the requests; from universities, from private industry, from in-
vestors, from farmers, from farmers’ cooperatives. I can’t under-
stand why the Federal Government somehow is not helping to roll
out this technology, even if it is with a partnership with potential
producers, so that you say OK, we will give you a certain amount
of money, but the quid pro quo is, what you give us in return is
that you will let, because everyone is so secretive about their tech-
nology, you will let people come in and actually see it. We will have
regional facilities to come and see how this is done and that is not
being done, and we really don’t have the wherewithal or the re-
sources to commit three full-time people to just giving tours. That
is how excited, I think, the American people are and industry is,
to get involved in this.

Mr. Lucas. Fair enough. Mr. Shafer, you mentioned the fact that
the 2002 farm bill wasn’t too bad. I appreciate that comment be-
cause all of my life as a farmer, by the time we made it to the end
of a farm bill, it was “who were the dirty scallywags that wrote
that dastardly document?” This is kind of an unusual set of cir-
cumstances, but within that farm bill there are a lot of policy ques-
tions to be discussed as we move forward, and you touched briefly
on CRP and CREP and a number of other programs that are gener-
ating a lot of discussion across the country; CRP, in particular, be-
cause there are some in the committee who talk about adjusting or
modifying the definition of what should qualify for the Conserva-
tion Reserve Program, which could, in effect, wind up moving acres
around to different parts of the country.

That said, CRP, in areas where there have been substantial en-
rollments now for 20-some years, there are a number of feedbacks
about how it has reduced the number of farmers, made it more dif-
ficult for young farmers to get into; it had an affect on small towns.
Could you touch, for a moment, your opinion about how we balance
the good that programs like CRP do with what they can do on the
other side of the coin, too? Because you are talking about switch-
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ing, moving your farm to the next generation. And then we will
have a follow-up right behind you there on that topic, too.

Mr. SHAFER. Well, the way I see it, in our area it is the second,
third generation off the farm that inherited the farm; their parents
or their grandparents passed it down and so forth, and they are the
ones that are participating in these programs. The active farmers
want nothing to do with it. In fact, when this program came up,
I looked into it myself, or during my own operation, I own 400
acres and it would have been a substantial amount given the going
rate in our county, between $90 and $100 an acre.

And after I took off taxes and other mentionables, unmention-
ables, why I felt there wasn’t enough there for me to even stay on
the land. And if I wanted to pass it on to my son, who was inter-
ested at the time in farming and still is, there was no set plan on
doing this, I couldn’t see no end sight. Plus the machinery I had
invested, close to $150—200,000; in 10 years, when it came out of
the program, it would be virtually worthless and if I sold it in the
meantime, how would I replace it down the road 10 years hence?

So this was my big disagreement. The people that went into it,
it is sort of marginal acres, sort of non-marginal acres; some of
them, the whole farm went into it; others just picked out portions,
and it was land I had farmed. This one farm, in particular, where
there was a pasture; we used to mow it two times a year for the
original owner; it was handed down two generations and now they
got money for planting trees on this pasture and everything and in
my way of thinking, it was growing up in trees, anyhow. Why did
we have to have a program and pay these people who are just the
}‘andowners to come in and do it, so this is where I am coming
rom.

I am not against conservation at all, but I am for the producer;
the producer has to be the end one to continue our viable situation.

Mr. Lucas. So you are implying that money like this might be
better spent on farmland protection programs, a slightly different
way of going about it than CRP?

Mr. SHAFER. OK, yes. Is that satisfactory? OK.

Mr. Lucas. Mr. Hostetter, you talked about the challenges of
flexibility and if you had an acreage built up or history built up on
one particular crop, shifting to another, that has been one of the
challenges the 1996 farm bill and the 2002 farm bill, with its main
focus on flexibility and ability to use those resources in whatever
way, I don’t think we have a good answer yet for how to address
what you are talking about, but if you could, for just a moment,
you are a dairyman, touch on the National ID program. How dif-
ficult is something like that going to be for you to implement on
your farm?

Mr. HOSTETTER. It is probably not the difficulty of it. It would
be a lot of the unanswered questions like our cattle stay on our
farm until we are done with dairy production; they go to the live-
stock market, so do we just tag them just to go to slaughter house
for a few days? Or we market calves that we don’t need or send
to the slaughter market, do we tag them and then some of those
go for slaughter or do they go and somebody raises them, what
would be the current cost of that system just for a few days or a
few weeks versus one that would go on through their whole
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lifehood and then maybe as far as how long is that animal going
to be tracked, then, if we send it from our farm and somebody
raises it and sells it to another farm, would it be their offspring
that would come down with something? Is it going to get tracked
back to our farm? And who would be controlling the records? Who
would be keeping control of the information and just all the record-
keeping of how you keep everything together?

Mr. Lucas. Very good point. Mr. Holden?

Mr. HOLDEN. Thank you, Mr. Chairman. Mr. Coccia, you talked
about the energy action team. How would that differ from the Na-
tional Biodiesel Board that is already in place?

Mr. Coccia. The National Biodiesel Board right now has done a
fantastic job in taking an industry that basically did not exist and
making it aware, making the country aware, now, of a product that
has a real viable possibility of creating significant sources of fuel
that are grown and produced domestically. So what the National
Biodiesel Board has done is they have actually have been a con-
sumer awareness; they have done a lot of lobbying and actually,
through this committee, created some really successful programs;
the CCC Bioenergy Program that produced additional production
capacity; there is a blender’s credit and a small producer’s credit
and then educational assistance. Those have been fantastic pro-
grams.

If you just look at the track record of the growth of the industry,
which has been exponential, since just the first National Biodiesel
Board Conference 2 years ago that I was in in Palm Springs, to see
this industry grow up in 2 years has been unbelievable and the Na-
tional Biodiesel Board really takes a lot of credit for doing that.
But what is happening now is that we go from consumer awareness
and the ability to make it economically feasible, to actually getting
into the technical development of getting producers, three levels;
feed stock research, which means that soybeans are bred to actu-
ally create more oil because right now soybeans will generate about
50 gallons of oil to an acre. I actually had a good year last year
with 62 gallons. On the horizon, as foreign competition of crops
that are exponentially more productive than soybeans, and I am
talking specifically about palm oil and detropha, that grow very
easily and instead of 50 gallons an acre, it is a thousand or more
gallons per acre.

We have production, so you have the feedstock development, the
oil that we need, we have the production and the technology, the
real issues about how the equipment works and technical things
like do we use ethanol instead of methanol in creating the biodiesel
and centrifuges instead of gravity; all the technical issues. And the
third thing is appliance development. Imagine homes that we could
actually have that would be running off the grid and running on
biodiesel so that the biodiesel, clean burning biodiesel domestically
produced, off the grid, could actually be run in appliances devel-
oped for the home. It is possible and it is there.

The National Biodiesel Board does lobbying, it does consumer
awareness and education. It does not take the commercial producer
and give them that technical development and research backbone
that the industry really needs now to go into the next development
phase, which is across the board, across the country, thousands of
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gacillities to really make a dent on our foreign imports of liquid
uels.

Mr. HOLDEN. Do you see biodiesel catching up to ethanol?

Mr. CocciA. I have actually had some very interesting conversa-
tions with the USDA and their trade policy folks about this com-
petition between ethanol and diesel and the thing that I want to
continue to stress is that ethanol replaces gasoline; diesel replaces
diesel, which includes home heating oil. Home heating oil is just
diesel fuel. The two are not substitutes for each other. And you get
a situation I hear all the time and I have seen in a lot of these
testimony where legislators are trying to find the winning horse.
We don’t want to invest in this technology or that technology be-
cause it may not be the technology that completely replaces oil.

And the way that I look at it instead is that energy is a mosaic
and the more balanced we can make that mosaic; right now there
is one piece in the mosaic and it is crude oil, and around the edges
is a little bit of wind, there is a little bit of solar, there is a little
bit hydroelectric. As we begin to develop each of these industries,
each of these new energy forms, we begin to develop new indus-
tries. Biodiesel will be an industry; ethanol will be an industry; hy-
drogen will be an industry and what happens is in the mosaic,
crude oil will shrink; all of these other energy sources will begin
to build and we will have a nice balance so when you have a
Katrina and it wipes out gas and oil production in the Gulf, there
are other energy sources that takes its place. We are not so de-
pendent on one energy source.

So the competition between ethanol and biodiesel, I don’t see un-
less legislators and regulatory bodies artificially introduce it be-
cause it is two industries, it is two products and both of them can
stand on their own and really contribute to our energy independ-
ence.

Mr. HOLDEN. Well, you are right on target. We are too much de-
pendent upon foreign energy, 56 percent dependent upon foreign
energy. I know the chairman is too young to remember, but I re-
member the Carter administration when we were having gas lines
and we were only 32 percent dependent on foreign energy, so we
certainly are going in the wrong direction and we need to turn that
around and really appreciate your testimony. Just one final ques-
tion for you, Mr. Coccia. Any reason farmers should be concerned
with increased demand would drive up the cost for feed?

Mr. CocciA. No. There are some questions about how the eco-
nomics will actually play out because if you understand the way oil
works now, soybean oil works now, you start with the bean; the
bean is crushed and you get two products, meal and oil out of it.
Right now the beans are crushed to get primarily meal and basi-
cally, on a contractual basis for chicken feed, because the chickens
actually cannot tolerate well the oil content of the bean. The oil is
actually a byproduct that adds icing on the profit cake. Now, what
may actually happen, as we develop higher oil content in the
beans, is that the market may actually change. If you could actu-
ally, and there is research that I read just recently as last week,
that the oil bean, they can actually now genetically alter it or just
selectively breed to increase the oil content by up to three times,
from 50 gallons to 150 to 200 gallons.
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And what you may see is that the market may actually be moved
now, instead of by chicken production, which is what the price of
our soybean oil most often is based on, you may actually see soy-
bean markets moved by the oil content, which is very, very inter-
esting, dynamic and really a source, I think, of some real profit op-
portunities for farmers. But I should also tell you and warn you
about these competitive crops overseas that I studied extensively,
and we will really have to be aggressive to keep American farmers
and American industry on the cusp of new technology in developing
feedstocks to supply the oil we need.

The real Achilles’ heel to this whole system that we have enough
oil. Farmers in the United States could not possibly produce
enough and where will it come from? Well, it is either going to
come from offshore sources or it is going to come from better crops,
whether those crops are soybean, better soybeans, the dream of
soybeans about the size of pumpkins all with oil in them or the
really exciting research that I have seen is actually in aquaculture
based feedstocks and that is a fancy word for micro-algae, that has
an almost unlimited supply. You mentioned President Carter and
unfortunately, I am old enough to remember the lines, too, but 20
years ago, he actually funded, or his administration funded, a
micro-algae aquaculture based feedstock project that ended right
before 2000 that proved now, with technology that has been devel-
oped since, that there is almost an unlimited supply of vegetable
oil in aquaculture based feedstock.

So I am really not trying to oversell it, but there is a real signifi-
cant opportunity here, between these agriculturally based crops, to
supply a significant portion of our energy needs and we are either
going to do it because it is going to be the large, and energy pro-
duction now is the largest industry in the world; this is going to
be the biggest job creator, the biggest economic driver for the fore-
seeable future and if we don’t do it, China, India, Europe, Central
America, Mexico and every other place I have seen research going
on, facilities going up, is going to do it.

Mr. HOLDEN. Thank you. Mr. Shafer, the chairman and I were
talking to Deputy Secretary Redding earlier about crop insurance
in Pennsylvania, how we are pretty proud of what we have been
able to get from 22 percent participation up to around 50 percent
participation, but I know you know that it is not perfect and I just
wondered if you could tell us some of the successes and some of the
challenges particularly these specialty crops face in trying to obtain
crop insurance here in Pennsylvania?

Mr. SHAFER. I guess it was about 4 or 5 years ago Schuylkill
County was one of the three or four counties in the United States
picked out to do insurance research, per se, on cabbage. I partici-
pated in the program, went along with it for 3 years. I gave them
all the information that they wanted or needed to set down the
rules and regulations for the insurance industry. By the third year
we had a fairly good drought. In our vegetable operation I had
enough irrigation to protect half of my crop and the other half of
the crop was in limbo. I had insurance on what I thought, in the
insurance industry, that would be, the insurance was for every
farm that I rented or plot of land. And I had a loss on one farm,
but I had very good successes on the other and when I applied for
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an adjustment or whatever, they said no, these aren’t the rules and
regulations you have to go under and I was caught in the middle.

And at that time, the program that Pennsylvania had, I was over
the limit for my gross income. I had to hook up with a major insur-
ance supplier like Rain and Hail out of North Carolina. And any-
way, until it all boiled down, my gross income for cabbage that year
was still over $300,000 and what they wanted to pay me was a
merely $14,000 for my crop loss. Well, I was way over and just by
losing one farm to this crop, why it really turned them off, but or
turned me off. The difference was, I figured, they should have at
least boned up for this one farm, but they didn’t want to hear
about it. They threw everything into the mix and I went back and
forth with the agent, went back and forth with the company and
went back and forth with the adjustor to no avail, so that really
turned me off against it.

Now, saying that, I was at a county board meeting the other
night and I polled all the people that were there, and everybody
had crop insurance and was well-satisfied. They weren’t specialty
crop farmers, they were mainly grain farmers, so I guess I am out-
numbered on this situation, but I got

Mr. HOLDEN. I knew how they felt about it.

Mr. SHAFER. Yes.

Mr. HOLDEN. So I wanted to give you the opportunity to get it
on the record.

Mr. SHAFER. I advised my son, I said don’t take the ignorance
from your father and just separate yourself from it at all, because
you are starting out and you do need a safety net someplace, so
maybe I am just one in a thousand, maybe I am 1 in 5, I don’t
know, but I had a bad experience and I lived through it.

Mr. HOLDEN. Well, we are going to keep trying to work with you.
We are pretty proud that we have got that participation up 30-
some point, so we will—

Mr. SHAFER. Well, you have to work with my son now.

Mr. HOLDEN. OK.

Mr. SHAFER. But I support him. I turned the business over to
him, but I still didn’t turn the land over to him. He needs to the
land to farm, so that is the one good or bad asset with agriculture;
you still need the land to produce. Thank you.

Mr. HOLDEN. Mr. Hostetter, you mentioned the most important
program you believe is the MILC program, the M-I-L-C program.
How user friendly is it? How much of a bureaucracy is it? Was it
a bureaucratic problem trying to resign up or was it a smooth tran-
sition or just give me your feelings about the whole program. I
know in your testimony you said how important it is, but just give
the committee a feel for how it works.

Mr. HOSTETTER. No, it is very user friendly and easy to do. You
take in your milk receipts for the months that you want to collect
and the county has it posted it what the payment rates are. You
go in and you show them that and you sign and you get your check
later on.

Mr. HOLDEN. And when we had the lots, there is no problem?

Mr. HOSTETTER. No, you just had to go in and resign up for the
MILC-X.
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Mr. HOLDEN. As we gather information across the country, and
you alluded to some of this in your testimony and so did Mr.
Shafer, anything besides the MILC program, as we write the next
farm bill, that will be important to Pennsylvania, Lebanon County
producers, that we need to look at?

Mr. HOSTETTER. No, none. Only the ones that I mentioned be-
cause in Lebanon County, I would say out of all my neighbors, they
are all dairy farmers except for one hog operation, which I rent his
land, and a chicken farmer, so the MILC program is pretty impor-
tant to most of Lebanon County.

Mr. HOLDEN. I want to thank you, Mr. Chairman.

Mr. Lucas. Indulge me, Mr. Holden, of the opportunity of one
last question to Mr. Hostetter and Mr. Shafer. Tell me about land
prices in your area, how they have gone over the last 10 years and
of that, up, down, sideways, what is reflected in development ver-
sus one farmer, two farmers bidding at a public sale when those
do occur? Thumbnail sketch. Nothing scientific, just a thumbnail
sketch, gentlemen.

Mr. HOSTETTER. OK. Well, my grandpa paid $17,000 for the farm
we are at and then my father was in the $200,000 range when he
purchased it from his father.

Mr. Lucas. How many acres?

Mr. HOSTETTER. That is 102 acres. And now we just had a neigh-
boring farm that sold for $1.2 something million. And that was to
another farmer paid that; it wasn’t for development, either.

Mr. SHAFER. In our area, thanks to rural development, should I
say, why, we were blessed with a sewage system. That sewage sys-
tem took 4,000 feet frontage of my farmlands. All my neighbors
said boy, your farms are really valuable now. The acreage went
from about $3,000-3,500 up to $20-25,000 for a half acre for a
building lot because now they could go on sewage and they didn’t
need as much land to do it, so I guess it is a thorn in one side and
a blessing on another, it all depends who you are. Anyway, right
across from the farm there is a couple small developments. These
entrepreneurs, why, put out or drew up land plots for half an acre
and put them on 10 acres or so and they are right across the street
from my main operation.

It is going slow at the present time and but about 10 years ago,
I guess, there was a neighbor farmer had sold out across the other
road from me and he has a whole line of houses going right up the
main highway. And I know most of the new people now and I am
the kind of person that can mingle with other people and they told
me please, Mr. Shafer, do not sell that land behind our house for
another development? It is really an irony that they want the good
open spaces and so forth and so on. But getting back to the rural
development act, why, it was a help for our smaller communities
that have been established 80 to 100 years, sewage was running
down the street and so forth and so on and it probably improved
our quality of life in that area quite a bit.

Mr. HOLDEN. Mr. Chairman, I just want to take this opportunity
to get on the record that we did at the rural development hearing,
how important those projects are at rural America. Air Products is
able to expand as a result of that, too, Jack; you know that.

Mr. SHAFER. Yes, I know.



18

Mr. HOLDEN. But we do have a serious budget problem that we
need to look at, particularly with the grant end of the funding of
it.

Mr. Lucas. Very true.

With that, the subcommittee wishes to thank the panel for your
insight, your testimony and all of your written testimony, also, will
be part of the record.

I now call forward our second panel.

Mr. Karl Laudenslager, dairy producer, Halifax, PA; Mr. Glenn
Seidel, livestock producer, Wolemsdorf, PA. Are you sure these are
the same Indian names we have in Oklahoma? Mr. Keith Masser,
president of Sterman Masser Potato Farms, Sacramento, PA. And
whenever you are ready to go, Mr. Laudenslager, you may begin.

STATEMENT OF KARL LAUDENSLAGER, DAIRY PRODUCER,
HALIFAX, PA

Mr. LAUDENSLAGER. Mr. Chairman and members of the commit-
tee, my name is Karl Laudenslager and I have a 700 cow dairy in
Halifax, Dauphin County, Pennsylvania. I am a customer and
owner of the MidAtlantic Farm Credit. I became a member and
owner of the Farm Credit about a year ago. At that time, I was
working with a commercial bank for my financing. I was also in the
midst of dissolving a partnership with my brother because of some
management issue. We were having performance issues with our
operation. At the same time, my lender decided that it no longer
wanted to support agriculture in my area. I called Farm Credit and
talked to one of the loan officers. He was very knowledgeable about
farming and he understood the performance issue that my oper-
ation was having. He created a financial package that allowed me
to refinance my debt and dissolve the partnership with my brother.
I was very, very glad that Farm Credit was there to help me when
I needed it.

MidAtlantic Credit is a farmer-owned cooperative and is a mem-
ber institution of Farm Credit System. They have a portfolio of
more than $1.6 billion, with more than 15,500 loans. This year my
association returned $28 million of patronage to its members. I
picked up my patronage check 3 weeks ago at the annual stock-
holder meeting and I can tell you that it was icing on the cake of
a strong relationship with Farm Credit. At the annual stockholders
meeting, one of the MidAtlantic board members gave us a presen-
tation on the System’s HORIZONS Project. As you know, Farm
Credit worked hard to meet the mission that Congress gave them
90 years ago to help ensure the quality of life in rural America and
on the farm.

Since Congress created the Farm Credit System, remarkable
changes have taken place in agriculture. At that time 35 percent
of the Nation’s population lived on farms and about 60 percent
lived in rural communities. Today, only 2 percent live on farms and
the rural population represents less than 25 percent of the total
U.S. population. Average farm sizes have nearly tripled during the
same period from 150 acres in 1916 to about 440 acres today. Obvi-
ously, my own farm is a good example of this change. Ninety years
ago no one would have dreamed about milking 700 cows. While my
operation has changed because I have needed it to grow, it has also
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been a challenge to continue to farm in an area that is more and
more urban. That is why the HORIZONS Project is important to
me, personally.

The HORIZONS Project was designed to help identify the
changes that agriculture has faced and then looked at ways that
Farm Credit needed to change so that they will continue to meet
its mission and serve rural Americans like myself. Part of the HO-
RIZONS Project included a great amount of research on agriculture
and changes in rural America. Farm Credit recently released a re-
port entitled 21st Century Rural America: New Horizons for U.S.
Agriculture. With your permission, Mr. Chairman, I would ask that
this report be made part of the official hearing record.

Mr. Lucas. So ordered.

Mr. LAUDENSLAGER. The HORIZONS Project has eight key find-
ings that I hope the Agriculture Committee will take into account
as you consider approaches the 2007 farm bill. Those findings are
explained in detail in the HORIZONS final report. One of the most
revealing facts found during the analysis of the project was that
less than 10 percent of all farms remain farming-only businesses
today. The overwhelming majority of all farmers, especially small
operations, rely on off-farm employment to stay in agriculture.
Over and over, we have heard knowledgeable people from both in-
side and outside of Farm Credit tell us that rural America has
changed dramatically. Where before, rural communities depended
upon agriculture to survive, agricultural producers today depend on
economic opportunities in rural communities to stay on the farm.

Mr. Drabenstott, an economist at the Kansas City Federal Re-
serve Bank, summed it up by saying, “The rural economy has been
through tremendous change. It will undergo even greater change in
the future. The old rural economy is fueled by commodities; agricul-
tural, industrial, mineral, timber. Globalization creates a new im-
perative. The most successful regions will grow entrepreneurs, lots
of them.” To succeed in this new environment, agriculture and
rural communities need reliable access to capital, financial services
and the expertise necessary to sustain a strong economic future.
Farm Credit can help ensure that access.

With small changes, Farm Credit can play an even more vital
role in helping strengthen agriculture and rural America. As a
farmer who relies on Farm Credit, I believe that the Farm Credit
System should be able to serve the evolving financial needs of
farmers. A year ago, I was grateful that Farm Credit could help me
continue to farm in Dauphin County. I hope that you will work
closely with Farm Credit in the coming months to explore policy so-
lutions that will enable agricultural producers, rural businesses
and rural communities to more fully access the financial resources
of the Farm Credit System. I think rural Americans deserve a fi-
nancial partner like Farm Credit. Thank you again, Mr. Chairman,
for allowing me to testify here today.

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

Mr. Lucas. Thank you. Mr. Seidel.
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STATEMENT OF GLENN SEIDEL, LIVESTOCK PRODUCER,
HEIDELBERG TOWNSHIP, PA

Mr. SEIDEL. Good morning. My name is Glenn Seidel. My wife,
Jane, and I own and operate a 118-acre farm along the
Tulpehocken Creek in Heidelberg Township, Berks County, Penn-
sylvania. We live there with my mother, Grace. You committee
members already know the farm bill and what is wrong and right
concerning agriculture. I could give you statistics from now until
the cows come home, which if milked twice a day, is about 10
hours. But I will be brief and discuss only two of my concerns.

First is farmland preservation, particularly in the Northeast
United States. Unless something is done and done soon, a lot of our
prime farmland will be lost. We talk about national security; we
toss the term security about in a cavalier way, but I am here to
tell you that if the preservation of prime farmland is not done now,
it is right now an urgent national security issue. The following is
a list of reasons why we need agricultural land preservation. (1)
For food production so we can eat. (2) Biomass for fuel. (3) Carbon
sequestration to combat global warming. (4) Water quality and
quantity so we can drink and industry can thrive. (5) Nutrient re-
utilization/pollution control/recycling since our agricultural lands
provide a natural recycling medium for all kinds of organic mate-
rials, including our own biosolids. (6) Oxygen regeneration so we
can breathe. (7) Commerce so we have commodity products to pay
for our trade imbalance. (8) Risk management in the event of a
natural or a manmade catastrophe, productive agricultural land
disbursed throughout the United States only makes good sense. (9)
Fiber for clothes and (10) for open space to promote aesthetics and
for sanity. Congress must prepare and implement a plan to pre-
serve our farmland and now.

My second concern for Congress to address is conservation and
technical assistance to promote the conservation practices. In the
list mentioned above, for agricultural land preservation, every item
requires conservation planning and technical assistance to conduct
that planning. As increased demands are placed on every acre of
farmland, the need for conservation and technical assistance only
increases. Conservation is not a one-time capital occurrence. It is
an annual necessity. As agriculture becomes more intense, the need
for best management practices to be implemented for soil, nutrient,
air quality and water resource management only becomes more de-
manding.

Congress should ensure that the best management practices
strategies are developed and that these strategies are properly
funded and deployed. Our Government agencies should review con-
servation plans and assist conservation plan implementation. Also,
Government agencies function as a historical repository of informa-
tion concerning the implemented farm conservation practices on ag-
ricultural land. Without NRCS, FSA and Conservation Districts,
continuity would be lost as our farmland passes from one genera-
tion to another or from one landowner to another.

In summarizing, (1) Congress needs to urgently promote prime
agricultural land preservation and (2) Congress needs to continue
and to increase funding not only for conservation practices, but also
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for the technical assistance to implement these practices. Thank
you.

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

Mr. Lucas. Thank you. Mr. Masser.

STATEMENT OF KEITH MASSER, PRESIDENT, STERMAN
MASSER POTATO FARMS

Mr. MASSER. Good afternoon, Mr. Chairman, and Ranking Mem-
ber Holden.

Thank you for the opportunity to share my experiences working
with the USDA Rural Development Programs and to provide input
into the development of the next farm bill. I am an eighth genera-
tion in my family to own and operate a farming operation in west-
ern Schuylkill County, Pennsylvania. After receiving an agricul-
tural engineering degree from Penn State, I worked for Proctor &
Gamble as a project engineer at a nearby plant in Mehoopany, PA
that converts hardwood trees into personal care paper products. In
1976 I joined and eventually purchased my family’s farming oper-
ation, Sterman Masser, Incorporated. Today this company farms
3,600 acres of potatoes, hay and small grain crops. It also packages
and distributes over 5,000 truckloads of potatoes, onions, sweet po-
tatoes and sweet corn to supermarket chains annually.

In 2004 I developed and built a $12 million potato processing fa-
cility, Keystone Potato Products. This company converts raw pota-
toes into dehydrated potato products using landfill gas as its en-
ergy source for the steam used in the dehydration process. I will
talk more about this project through our rural development experi-
ences.

The third company I operate as president is the Pennsylvania
Cooperative Potato Growers located in Harrisburg here; organized
in 1922, this cooperative is a non-profit organization helping grow-
ers market their potatoes. Nationally, I recently was the president
of the National Potato Council, an organization that provides a
voice for 6,000 growers making up the U.S. potato industry on
trade, environmental and legislative issues. I also served as chair-
man of the U.S. Potato Board, a national promotional organization
funded by all U.S. potato growers to create demand for potatoes
and potato products.

Regionally, I share the agricultural advisory committee to the
Susquehanna River Basin Commission. This committee provides
input on agricultural issues related to the mission of the SRBC.
Statewide, I serve on the board of directors of the Pennsylvania
Vegetable Growers Association and the Pennsylvania Potato Re-
search Program. Locally, I chair the Hubley Township Board of Su-
pervisors since 1977. I chair the Schuylkill County Preservation
Board and serve on the Schuylkill-Carbon County Pennsylvania
Farm Bureau board of directors for the last 30 years.

When developing Keystone Potato Products, an application from
the Pennsylvania Potato Cooperative was submitted to the USDA
Rural Development Program. The Pennsylvania Potato Growers
Co-op is part of this company and there were 90 percent of the
funds were available to cooperatives versus 10 percent to private
individuals; that is the way we went, in that direction. However,
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we had to submit this application three times before a grant was
finally approved. We started in, the first application was in 1999;
it was not approved. The next application was in 2000; it wasn’t
approved and finally, in 2001, we had a $450,000 grant application
that was approved. We needed this seed money to initiate the de-
velopment of this project.

After the third application, we got this grant and we eventually
built this project and we created 25 full-time jobs in rural western
Schuylkill County. It helped create a market for potatoes that oth-
erwise could not have been used. Most of those potatoes are going
for cattle feed which had a good use and we were competing, the
mid-Atlantic growers were competing with western potato growers
who had processing plants available to them to utilize their off-
grade part of their crop. The value-added grant helped propel the
utilization of methane gas from a nearby landfill to fuel a boiler to
provide steam for this process which was previously flared to the
atmosphere. This is the only monies we got granted to us for this
portion of the project and this, truthfully, was the most technical
and expensive part of our project, trying to convert this landfill gas
into usable energy to generate our steam.

The project could have been implemented 3 years earlier, saving
us construction costs. The project was initially estimated at $6 mil-
lion; by the time we got this grant and got the project going, it cost
us $12 million. And I only mention this, had the funds not been
available or had they been delayed even one more year, this project
wouldn’t exist today and so it is crucial that these funds stay in
place for this type of project. It would be very helpful if these mon-
ies were allocated to different States, so when we got this grant in
2001, we were, and you probably heard this from your previous
rural development hearings, but Pennsylvania got 4 grants that
year and since then we haven’t been very successful in getting
grants from that time.

So we need to continue this funding and we need to continue it
at levels of the past so that these types of projects can continue.
And we also got a USDA loan guarantee for our bank loan in this
project and truthfully, it was a tradeoff whether we will consider
it because it is a 2 percent, we got a $5 million loan from the bank,
2 percent is, that is $100,000 we had to pay for a guarantee and
it is difficult to evaluate that as a good source, but we did it be-
cause of our investment portfolio the way we put this project to-
gether and we wanted to have a loan guarantee that was outside
of our existing investors so that we wouldn’t have to have any of
our investors personally guarantee the project for that portion of
the loan.

I want to talk a little bit about the Conservation Reserve Pro-
gram and the Conservation Reserve Enhancement Program which
have been useful in protecting sensitive farmland. However, we
need to ensure that these programs do not have the Government
compete with farm operators for productive farmland. In the past,
farmland in Pennsylvania with good production potential and mini-
mal environmental risk was accepted into these programs. With
the ever-increasing energy costs, producing crops close to the mar-
kets will become more economical and we need to have this produc-
tive farmland available to do that.
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The last article in Reader’s Digest came out and there was an
article in there saying that, discussing organic foods, fruits and
vegetables and saying that if you have a preference between
organics and locally produced fruits and vegetables, buy locally pro-
duced fruits and vegetables because the detriment to the environ-
ment is more harmful to buy organic produce grown in California
shipped to the east coast because the hydrocarbon offset to the en-
vironment, so I thought that was very intriguing, as well as the
ever increasing costs of our energy costs and the transportation
costs going up, it is becoming ever more beneficial to be growing
fruits and vegetables close to the markets. Here in Pennsylvania,
we are on top of, well, we sent out within 3 hours 30 percent of
the potato consumption in the United States here.

So as a member of the National Potato Council we have devel-
oped 2007 farm bill policy recommendations. These recommenda-
tions I have in my written statement; I won’t go over those rec-
ommendations now, but those recommendations basically are devel-
oped for specialty crop producers and we support those, so thank
you for allowing me to testify and I will be glad to answer any
questions.

[The prepared statement of Mr. Masser is on file with the com-
mittee.]

Mr. Lucas. Thank you. On the CRP topic, Keith, as we discussed
earlier, and this is something that I have a great personal interest
by the nature of the way the acres are scattered out; how would
you propose doing a better job of allocating at the present time? No
county can have more than 25 percent of its cultivatable acres in
CRP. There is the index on environmental quality; there is a num-
ber of factors. Any suggestions on how you would tweak the pro-
gram to do——

Mr. MASSER. I would—yes. We need to make sure that farmland
that shouldn’t be farmed would be put into that program. The buff-
er strips are on the streams, sensitive areas, I don’t have a problem
with that. But when nice level 50 acre strips that could be easily
farmed are put into wildlife preserves and paid $100 an acre when
we were paying $80 an acre for farmland, when that type of ground
is put into the program, that is not very good use of our funds. And
it puts us in competition with the Federal Government.

Like it was said previously, a lot of this farmland is owned by
people who aren’t farming anymore; they are owned by members
of families who have jobs elsewhere and they are looking for the
highest dollar volume, the highest return on their dollar for their
farmland and if they are getting more money from the Government
and the Government allows them to put fields that aren’t highly
rotable or otherwise environmentally sensitive in the program, we
need to rectify that.

Mr. Lucas. Obviously, Glenn, you have a strong interest in a
wide ranging number of these conservation programs. The 2002
farm bill with its 10 percent, basically, being set aside of the $168
billion available to us over the life of the farm bill for conservation
programs was the best funded farm bill on the conservation side
in a long time, but if anything, as the new bill went into place and
people realized that there was a potential opportunity to actually
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sign up for the programs, the potential enrollment numbers ex-
ploded and once again, we are behind the curve.

As we go into a tough budget year next year to write this farm
bill, from your perspective, can you give me a thumbnail sketch of
where you would prioritize, if we have so many dollars and some
people would say, in the true Federal spirit, we would just cut ev-
erybody a percentage to match up, but that is not always the most
efficient use of resources. Are there particular areas, is farmland
protection more of a priority than CRP or whatever? Just a thumb-
nail.

Mr. SEIDEL. With everybody who has testified here so far, if we
don’t have the farmland, nobody else is going to be able to function.
And so I think the No. 1 thing that we have to do is some way get
more public empathy for, and not that it is not there already, for
maintaining our farmland. It is an ethical issue, really. We have
to have the realization that we need this land. It is already devel-
oped its best potential. It took 200 years in this area to get the
farmland to where it is; all the rocks that were picked and all the
trees and the leveling. I am sure it is the same thing in your area.
The prairies were not flat. And all at once we go in and develop
it in a way that is not agricultural.

And in some ways, when the strip mall goes in, we need the
same legislation with strip mining, that it has to be reclaimed
eventually. There is a lot of land that is out there that has been
used by development and it is just sitting there anymore and I
think that is a real shame. Along with that, it does us no good to
just have farmland if we don’t do the conservation practices on it.
We tried that before. We plowed everything up but didn’t have con-
servation. The two go hand in hand. I don’t know how you can sep-
arate the two out and that is why I chose those two things to talk
about. There are lots of things you could talk about in agriculture,
but if we don’t have the land and the ethics and the conservation
practices to go with that land, no one can have fuel or fiber or any
of the things we talked about. A specific thing that you should con-
centrate on? I don’t know if there is one thing because it is a di-
verse problem.

Mr. LucaAs. The reason I asked that question, of course, many
programs like EQIP, which provide farmers, ranchers, livestock
people, crop people with the ability to manage the challenges of
their land universally popular. But in some areas, such as for in-
stance, CRP and farmland protection, one is an easement program
where, in effect, you are paying someone to commit to a certain
course of action, maintaining production, but a certain course of ac-
tion versus a program where you are, in effect, paying people not
to utilize the property for a period of time. It just sometimes seems
as though that they have a different net effect and if you are trying
to achieve a little bit of what Keith was talking about, there may
be farmland protection that would be more productive in areas like
this, for instance, than perhaps CRP.

Mr. SEIDEL. I think the key word in the CRP is the letter R, it
is a reserve, which means it can come out of production, too, and
we sometimes forget that the land that goes to the CRP or CREP
already did meet some very strict criteria. Some of the people that
are opposed to the programs, I think do not fully appreciate the
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stipulations that went into that for that land to go into the pro-
gram to begin with. It is a matter of education, to a degree, why
that land has been chosen.

Mr. Lucas. Karl, you mentioned the HORIZONS Project at Farm
Credit where they are looking at ways to improve, they say, the
ability to meet producers’ needs. Can you tell me how well Farm
Credit has met your needs and do you think there are things they
could be doing that would help you and other farmers like yourself
that they are not able to do now that come to mind?

Mr. LAUDENSLAGER. I am a full-time farmer, but a lot of farmers
now are part-time farmers and most of their income is coming off
of other stuff and they can get out of their criteria at that point
bﬁcause a lot of farms are doing businesses on the side other
than——

Mr. Lucas. So you think the flexibility on the criteria would help
part-time farmers greatly?

Mr. LAUDENSLAGER. Yes.

Mr. Lucas. OK. Mr. Holden.

Mr. HOLDEN. Thank you, Mr. Chairman. Karl, you mentioned
how Farm Credit served you and how pleased and satisfied you are
with the job that they are doing. I am just curious. Are there any
banks doing any agricultural lending in your neck of the woods
now or mostly everybody just uses Farm Credit?

Mr. LAUDENSLAGER. Well, there are still some local banks doing
some, but some are local.

Mr. HOLDEN. Small portfolios?

Mr. LAUDENSLAGER. Yes, small portfolios and the small banks,
you can run out of money on them and they can’t handle your loan.

Mr. HOLDEN. No stability, no long-term commitment, then, and
therefore

Mr. LAUDENSLAGER. Well, a bank can only loan 10 percent of
their cash reserves or whatever it is and if you borrow a lot of
money, they can’t loan you the money because they can’t do it. The
Federal Reserve doesn’t let them loan that much money to one in-
dividual.

Mr. HOLDEN. You told us your story how your farm has grown
over the generations and just curious, you are probably one of the
larger dairy operations in my congressional district. I am just curi-
ous, what are the most significant challenges you face in your oper-
ation?

Mr. LAUDENSLAGER. Houseing development.

Mr. HOLDEN. OK, developments. That is my next question for
Glenn.

Mr. LAUDENSLAGER. Yes, and that is going to be a big problem
where I am at because I am just 30 minutes from the north of town
here and migrant help is a problem because I do have migrant help
down on the farm, Mexicans milking, and we have to figure out
what to do with them in this country.

Mr. HOLDEN. Glenn, you pretty much answered this with the
chairman’s question, but I remember in the negotiations for the
last farm bill how we were trying to see that we get a significant
investment for farmland preservation. I remember, Mr. Chairman,
when you and I signed that conference report, we had a billion dol-
lars in it. Going down Pennsylvania Avenue, we lost $15 million
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and we ended up with $985 million, but it still was a very signifi-
cant investment in farmland preservation and Glenn, as I men-
tioned in my opening remarks, Pennsylvania is the leader in farm-
land preservation in the country; a little argument between Berks
and Lancaster County, which county is the leader. I am going to
say Berks is the leader.

Maybe you could just, because it really does work, the program
does work and maybe I realize the chairman probably understands
this, does understand this, but for the record, maybe you could just
tell us how it works in Berks County and why they have been able
to be so successful. It is the third leading agriculture producing
county in the Commonwealth, I believe, and at the same time we
are doing such a great job at preservation.

Mr. SEIDEL. I think Berks County currently has the most land
preserved under a State program, almost 50,000 acres. The way it
works in Berks County, a certain amount is, there is a ranking sys-
tem that is nonbiased as to who gets selected and then they pay
only a specific amount for that land, which is $2,500 now, up from
$2,000 last year. They have increased it a little bit. It is fixed, un-
like some of the counties where the amount that they pay is very
variable and much higher. So I think part of the success of Berks
County’s program has been that they did not make the amount
very high, but they offered it to a lot of people and people have
taken it. I don’t know if that answers your question.

Mr. HOLDEN. Yes, it does. But there is still a significant, very
significant waiting list, am I correct?

Mr. SEIDEL. That is correct. I think there is something like
maybe 240 farms in Berks County which are——

Mr. Lucas. Per farm, per acre?

Mr. SEIDEL. Yes, that is per acre. It is about $2,500 per acre in
Berks County.

Mr. Lucas. And then that is a permanent easement?

Mr. SEIDEL. That is a permanent imperpetuity, yes, compared to
maybe $12,000, $18,000 in some of the southeast counties; it is a
lot higher. I am talking about Montgomery, Chester, places like
that. It has been a very successful program.

Mr. HOLDEN. You say 240 farms waiting?

Mr. SEIDEL. I think there is something like 240 right now. It var-
ies from year to year as they take farms in and out. The number
of the waiting list hasn’t particularly diminished over the years; it
seems to stay about the same. A lot of people want to get into the
program; the funds to do it just aren’t available. And I think the
other part of that is follow-up with this land that is going to be pre-
served some way. It is going to have to be monitored to make sure
that it isn’t developed on. When we make the big investment, there
is a smaller investment in farmland preservation, which is follow-
up to make sure that that land, indeed, is being preserved.

But I think it is very critical to everything about agriculture and
this business about diversification throughout the country, I really
think that the Northeast, which is blessed with the right amount
of rainfall, the right type of soil, we shouldn’t sacrifice that just to
put all our eggs in one basket in the Midwest because, as I said,
if we have a natural disaster or a manmade disaster, our goose is
going to be cooked, just like it was with Russia and Chernobyl,
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which its anniversary was just recently, where 40 percent of their
agricultural land was wiped out in one event. We shouldn’t be so
stupid to concentrate our agricultural production in only a few
areas.

Mr. HoLDEN. Keith, I want to get the statistic right. Within 3
hours 30 percent of the potato consumption in the country?

Mr. MASSER. Yes.

Mr. HOLDEN. Your 3-year process with USDA, was the delay, the
bureaucratic delay, primarily a funding problem for USDA or was
it

Mr. MASSER. No, I think it was a selection problem, just not hav-
ing the project selected and the third application round, I think the
Rural Development offices got regionalized and we were able to
present our project in a verbal format instead of electronic format
only and I think we were able to promote the project better on the
third application round.

Mr. HOLDEN. And you said the year you received the grant, three
other grants were awarded in Pennsylvania, correct?

Mr. MASSER. I think that is correct. The deputy secretary can
confirm that, but I am quite sure.

Mr. HOLDEN. OK. And to your knowledge, there hasn’t been any
since?

Mr. MASSER. Not to that level. There may have been some, but
I followed it fairly close, but it definitely hasn’t been 4 per year.
There may have been one or two since then, but I am not sure of
any.

Mr. HOLDEN. Well, Mr. Chairman, as you know, as we go
through our annual process with the appropriators, but we do have
a funding problem with a lot of the programs you and I care deeply
about, value-added and rural utilities, as I talked about before and
I know we will continue to address that. But I would just like to
mention on the loan guarantee program, I know, Keith, you had
some concerns about it, but that has been a very, very successful
USDA program. You and I remember the days when USDA
thought they could be direct lenders and we know what happened
there. We had a 40-some percent default ration and now in the
loan guarantee program it is less than 6 percent, so it has been
very successful all across rural America, so with that

Mr. MASSER. Just make it cheaper to access, that is all.

Mr. HOLDEN. Cheaper to access. Mr. Chairman, thank you.

Mr. Lucas. Thank you, Mr. Holden, and you are exactly right
and a brief comment about the challenges of funding; not only do
we need to secure a number this time next year and how many dol-
lars we have to work with and not only do we then have to work
through our international trade agreements and craft a bill that all
regions and all commodity groups can support, but then we spend
the next 5 years, as Tim and I have spent the last 5 years, trying
to protect what we have done, as he referred to rural development.
The same could be said about agricultural research. We, in the last
farm bill, pushed as many things as we could over into the manda-
tory spending side along with the commodity title under the as-
sumption that that would assure us a stream of resources well
after the farm bill. We discovered after that that our friends in the
Appropriations Committee could, amazingly, under the right set of
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circumstances, reallocate some of our mandatory money. So now
Tim and I work on better ways to well off those important dollars
and we are able to secure those. You don’t have any additional
questions?

Mr. HOLDEN. No.

Mr. Lucas. With that, without objection, the record of today’s
hearing will remain open for 30 days to receive additional material
and supplemental written responses from witnesses to any ques-
tion posed by a member of the panel, and we wish to thank this
panel and the previous panel. This hearing of the Subcommittee on
Conservation, Credit, Rural Development and Research is ad-
journed.

[Whereupon, at 1:03 p.m., the subcommittee was adjourned.]

[Material submitted for inclusion in the record follows:]

STATEMENT OF GREGORY E. HOSTETTER

Good morning Chairman Lucas, and my Congressman Tim Holden. It is an honor
and privilege to address this committee on the issues that affect my lively hood:
farming. My name is Greg Hostetter, I am in the Dairy business with my father.
We have 90 head of dairy cattle and crop 150 acres of alfalfa, corn, and soybeans
in the northern part of Lebanon County—just 25 minutes east, from where we are
today. My wife and I have a five year old son and we will be taking over the Dairy
farm in the next few years when my father retires. Presently, I serve on the Board
of Directors for the Lebanon County Farm Bureau. My work on many proactive Ag
campaigns has lead me to become Chairman of the PA Farm Bureau Promotion &
Education Committee; a member of the PA Department of Agriculture—Ag Edu-
cation Advisory Board; and Lebanon County Farm Safety Committee.

I was asked to testify as a Dairy farmer about issues concerning my family. I will
also speak about how we use the programs in the farm bill and their importance
to farmers like me.

I will start with MILC and currently MILC-X—this is the most important pro-
gram to me and all the Dairy farmers I know. The current cost of production in
Pennsylvania is $18.11 per cwt. When the market price of class I falls below $16.94,
the MILC program kicks in and helps farmers like me to cover part of my expenses
to produce milk without going into debt. I still need to use my cash reserves during
these low market periods, but it is because of programs like MILC and MILC-X that
my farm has been able to stay in business. Without the MILC program, it would
be hard to ride out the low market. So, yes, I strongly support continuation of the
Dairy price support program at the current level.

Many farmers are concerned about the National ID program and I share some of
their concern. Let me be clear, I know that providing a safe and affordable food sup-
ply to America’s families is a top priority, but my concern is that the National ID
program needs to be easy-to-use and confidential with cost sharing from govern-
ment, industry, and producers.

Johnes’ Disease is still present in dairy herds today, according to my veterinarian.
Our herd has never had any suspicious animals, probably because our herd has
been a closed herd since 1991. But you never know when things change, so I support
some type of funding to help farmers who voluntarily want to test or suspect they
should test for Johnes’ Disease. Helping farmers to test their herds will help to en-
sure a continued disease free supply to the American market.

Direct counter Cyclical and Loan Deficiency Program: In 2000, I started using
these programs and have found them very helpful, especially LDP for when grain
prices fall. T find being able to fax my request for LDP very farmer friendly because
we don’t have to make a trip to the office. I also like using the DCP. The only nega-
tive comment I have is that we are paid on old history, for instance, I receive a
wheat payment when I no longer plant wheat—instead I plant more corn. It does
not reflect my current crop information. My local FSA office is very easy to work
with, they do a good job.

National Farm Policy must be balanced. Congress must take into consideration
the regional and commodity differences that exist. Northeast producers are closest
and most able to meet the agricultural demands of the 25 percent of Americans who
live in the Mid-Atlantic and Northeast states. Farm Policy must reflect the unique
needs and limitations of northeast farmers.
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Congress must look into green box and blue box programs that would protect
northeast dairy farmers and ensure the availability of nutritious fresh dairy prod-
ucts.

Mr. Chairman, thank you for holding a regional field hearing here in central
Pennsylvania and allowing me to share with you and the committee how my family
uses and needs these programs. Again, it is an honor to be part of this process for
the next farm bill. I will be happy to try to answer any questions you and the com-
mittee might have.

STATEMENT OF CARL LAUDENSLAGER

Mr. Chairman and members of the committee, my name is Karl Laudenslager and
I have a 700 cow dairy in Halifax, Dauphin County, Pennsylvania. I am a customer/
owner of MidAtlantic Farm Credit.

I became a member/owner of Farm Credit about a year ago. At the time, I was
working with a commercial bank for my financing. I was also in the midst of dissolv-
ing a partnership with my brother. Because of some management issues, we were
having performance problems with our operation. At the same time, my lender de-
cided that it no longer wanted to support agriculture in my area.

I called Farm Credit, and talked to one of their loan officers. He was very knowl-
edgeable about farming, and he understood the performance issues that my oper-
ation was having. He created a financing package that allowed me to refinance my
debt, and dissolve the partnership with my brother. I was very glad that Farm
Credit was there to help me when I needed it.

MidAtlantic Farm Credit is a farmer-owned cooperative and a member institution
of the Farm Credit System. They have a portfolio of more than $1.6 billion dollars,
with more than 15,500 loans. This year, my Association returned almost $28 million
dollars of patronage to its members. I picked up my patronage check three weeks
ago at our annual stockholder meeting, and I can tell you that it was the icing on
the cake of a strong relationship with Farm Credit.

At the annual stockholders meeting, one of MidAtlantic’s board members gave us
a presentation on the System’s HORIZONS project. As you know, Farm Credit has
worked hard to meet the mission that Congress gave them 90 years ago—to help
ensure the quality of life in rural America and on the farm.

Since Congress created the Farm Credit System, remarkable changes have taken
place in Agriculture. At that time, 35 percent of the Nation’s population lived on
farms and about 60 percent lived in rural communities. Today, only about two per-
cent live on farms and the rural population represents less than 25 percent of the
total U.S. population.

Average farms sizes have nearly tripled during this same period—from 150 acres
in 1916 to about 440 acres today. Obviously, my own farm is a good example of this
change—90 years ago, no one would have dreamed about milking 700 cows. While
my operation has changed because I've needed it to grow, it has also been a chal-
lenge to continue to farm in an area that is more and more urban. That’s why the
HORIZONS Project is important to me personally.

The HORIZONS project was designed to help identify the changes that agri-
culture has faced and then look at ways that Farm Credit needs to change so that
it can continue to meet its mission, and serve rural Americans like myself.

Part of the HORIZONS Project included a great amount of research on agriculture
and changes in rural America. Farm Credit recently released a report, entitled “21st
Century Rural America: New Horizons for U.S. Agriculture.” With your permission,
Mr. ghairman, I would ask that this report be made part of the official hearing
record.

The HORIZONS project has eight key findings that I hope the Agriculture Com-
mittee members will take into account as you consider approaches for the 2007 farm
bill. Those findings are explained in detail in the HORIZONS final report.

One of the most revealing facts found during the analysis of the project was that
less than ten percent of all farms remain “farming-only” businesses today. The over-
whelming majority of all farmers, especially small operations, rely on off-farm em-
ployment to stay in agriculture. Over and over, we have heard knowledgeable peo-
ple—from both inside and outside of Farm Credit—tell us that rural America had
changed dramatically. Where before, rural communities depended on agriculture to
survive; agricultural producers today depend on the economic opportunities in rural
communities to stay on the farm.

Mark Drabenstott, an economist at the Kansas City Federal Reserve Bank,
summed it up by saying, “the rural economy has been through tremendous change.
It will undergo even greater change in the future. The old rural economy is fueled
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by commodities; agricultural, industrial, mineral, timber. Globalization creates a
new imperative. The most successful regions will grow entrepreneurs “lots of them.”

To succeed in this new environment, agriculture and rural communities need reli-
able access to capital, financial services and the expertise necessary to sustain a
strong economic future. Farm Credit can help ensure that access.

With small changes, Farm Credit can play an even more vital role in helping
strengthen agriculture and rural America. As a farmer who relies on Farm Credit,
I believe that the Farm Credit System should be able to serve the evolving financial
needs of farmers.

A year ago, I was grateful that Farm Credit could help me continue to farm in
Dauphin County. I hope that you will work closely with Farm Credit in the coming
months to explore policy solutions that will enable agricultural producers, rural
businesses and rural communities to more fully access the financial resources of the
Farm Credit System. I think rural Americans deserve a financial partner like Farm
Credit.

Thank you again, Mr. Chairman, for allowing me to testify here today.

STATEMENT OF JOHN K. SHAFER

Good Morning Chairman Lucas, Congressman Holden, embers of the Subcommit-
tee. Thank you for the opportunity to testify here today on the topic of specialty
crops. My name is Jack Shafer, and I am a semi-retired farmer from Tamaqua,
Schuykill County. I say semi-retired, as I am very fortunate to be transitioning the
farm over to my son, who will continue the family tradition. Forty years ago, I
joined the farm in a partnership with my father. Our farm raises pumpkins as well
as corn, soybeans, hay and beef cattle. Our pumpkins are mostly retail sold at our
roadside stand during the months of August, September and October, targeting the
autumn and Halloween markets. In our not too distant history, the farm also grew
cabbage and other fresh market vegetables.

I take pride in my professional affiliations and in my agricultural accomplish-
ments. I am involved in numerous agricultural organizations one of which is the
Pennsylvania Farm Bureau—and I am a member of the Board of Directors of the
Schuykill/Carbon County Farm Bureau. In 1995, I was honored as the Soil and
Water Conservationist of Schuykill County. I have also served as an agricultural
ambassador on the China Tour. The testimony I offer today reflects my personal
opinions of what features should be included in farm bill legislation. But I would
note that nearly all of my views are the same as the policy positions taken by the
Pennsylvania Farm Bureau on the farm bill.

GLOBAL TRADE AGREEMENTS

First and foremost, American agricultural policy must reflect the fact that Amer-
ican farmers are competing in a global market. In order to effectively serve our agri-
cultural producers, Congress must strongly consider an extension of the current
farm bill until the WTO comes to an agreement. Passage of a farm bill without a
WTO agreement is putting the cart before the horse, and disarms U.S. trade rep-
resentatives in global trade negotiations. In order for American farmers to compete
in a global economy we need a level playing field. Formulating domestic policy prior
to world agreements on trade would be terribly damaging to the American farmer
and the U.S. economy.

REGIONAL AND COMMODITY DIFFERENCES CONSIDERATION

National Farm Policy must be balanced. Congress must take into consideration
the regional and commodity differences that exist. Northeast producers are closest
and most able to meet the agricultural demands of the 25 percent of Americans who
live in the mid-Atlantic and Northeast states. Farm Policy must reflect the unique
needs and limitations of northeast farmers.

IMPORTANCE OF SPECIALTY CROP PRODUCERS

It is important to note that specialty crop farmers produced nearly one half of the
monetary value of all crops produced in the Nation. Yet, our national farm policy
has long overlooked the needs of fresh fruit and vegetable producers. The farm bill
must develop and sustain specialty crop programs and align them with the agree-
ments made at the WTO. The allocation of Federal resources must be aimed at ad-
dressing the issues of concern to specialty crop growers, given the impact we have
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on the agricultural economy. Specialty Crop growers do not want direct payments;
rather we seek opportunities to participate more fully in farm bill programs.

RESTRICTIONS OF PLANTING FLEXIBILITY

Growers of specialty crops need continued protection when competing against pro-
ducers of “program crops” who receive a subsidy whether or not that program crop
is planted. The planting restriction for fruits and vegetables has acted as a safety
net for specialty crop producers who do not receive direct payments. Researchers
have predicted that even a one percent increase in fruit and vegetable planting
would result in no less than four percent decrease in prices. The profitability, and
ultimately—the survival, of fruit vegetable producers is put into jeopardy. Congress
must look into “green box” and “blue box” programs that would protect specialty
crop producers and ensure the availability of nutritious fruits and vegetables.

CROP INSURANCE

While there are about twenty different ways to obtain crop insurance for corn pro-
duction through seven different crop insurance programs, very few specialty crops
are even eligible for crop insurance coverage. It is difficult for me to find fairness
in this situation. My personal experience with crop insurance has been anything but
positive. Years ago, I participated in a pilot program on coverage for my pumpkin
acreage, but was not pleased at all with the results. Since this experience I have
not purchased crop insurance on any of my eligible acreage. That said, I do see the
instances where it would be quite helpful, for specialty crop producers to be pro-
tected from natural disasters through affordable and effective crop insurance. I also
feel there is a definite need for increased explanation and education of RMA prac-
tices and rules so that all involved—the agent, the producer and the adjuster—un-
derstand in practical terms the extent and limitation of insurance provided. I am
aware of at least one instance where a fellow grower paid premiums for many years
on a crop that was not eligible for crop insurance in the first place.

CONSERVATION PROGRAMS

Many non-farm interests are trying to use the upcoming farm bill as a vehicle for
advancing their environmental views and interests. We as agricultural producers
bear a large burden of stewarding the land—the source of our livelihood. However,
we must remember that this is a farm bill and not a conservation bill. The conserva-
tion programs that are included in the farm bill must be directed toward production
agriculture, and must be compatible with farmers’ ability to use their lands in farm
production.. Too often funding for conservation programs is being directed in places
where agricultural producers are not benefiting. The number of agricultural con-
servation programs that go unfunded or without cost-sharing is extremely high.

Programs like CRP and CREP are well intentioned but are harming Pennsylvania
agriculture in two ways. First, much of the CREP land in the Commonwealth does
not fall in the category of “marginally productive” or “highly erodible.” Farmers
needing rented ground to remain viable and profitable are forced to compete with
the Federal Government for access to rental acreage that is quality farming ground,
but Uncle Sam is able to pay more in rent. What’s worse, many of the CREP lands
are not managed properly, particularly with noxious weeds control.

The Conservation Security Program (CSP) is quite effective, but is under-funded.
It provides an incentive for producers to engage in positive conservation practices
and is directed toward farmers. Conservation funding should promote active land
management rather than land retirement programs like CRP and CREP. CSP pro-
motes active land management. CRP and CREP can lead, unfortunately, to land
degradation.

I want to thank the subcommittee for conducting this hearing and taking into ac-
count the issues that agricultural producers are facing. It is my sincere hope that
Congress takes a balanced approach to the farm bill, recognizing the regional dif-
ferences and commodity differences that exist in American agriculture. It is so very
important to pass into law a farm bill that allows flexibility for state and local lead-
ers to fund and implement conservation programs most beneficial and effective to
that specific location. Specialty crop producers cannot be ignored or overlooked. We
need viable risk management tools to ensure profitability and the survival of the
specialty crop farmer. Most importantly, however, is the need to align our farm pol-
icy with that of agreements made on our behalf at the international level, and the
need to delay in writing specific language of the next farm bill until we know the
parameters by which global trade will occur. Thank You.
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STATEMENT BY GLENN SEIDEL

My name is Glenn Seidel. My wife Jane and I own and operate a 118-acre farm
along the Tulpehocken Creek in Heidelberg Township, Berks County, Pennsylvania.
We live there with my mother Grace.

Committee members already know the farm bill and what’s wrong and right con-
cerning agriculture. I could give you statistics from now until the cows come home,
which if milked twice a day, is about 10 hours. But I will be brief and discuss only
two of my concerns.

First is farmland preservation, particularly in the Northeast United States. Un-
less something is done, and done soon, a lot of our prime farmland will be lost. We
talk about national security. We toss term security around in a cavalier way. But
I'm here to tell you that the preservation of prime agricultural land is right now
an urgent national security issue.

The following is a list of issues and reasons why we need agricultural land preser-
vation:

e Food production, so we can eat

e Biomass, for fuel

e Carbon sequestration, to combat global warming

e Water quality and quantity, so we can drink and industry can thrive

e Nutrient reutilization/pollution control/recycling, since our agricultural lands
provide a natural recycling medium for all kinds of organic materials including our
own biosolids.

* Oxygen regeneration, so we can breathe

e Commerce, so we have commodity products to pay our trade imbalance

e Risk management, in the event of a natural or manmade catastrophe, produc-
tive agricultural land disbursed throughout the country only makes good sense.

o Fiber, for cloths

* Open space to promote aesthetics, culture and sanity

My second concern for Congress to address is conservation and the technical as-
sistance to promote those conservation practices. In the list mentioned above for ag-
ricultural land preservation, every item requires conservation planning and the
technical assistance to conduct that planning. As increased demands are placed on
every acre of land, the need for conservation and technical assistance only increases.
Conservation is not a one-time capital occurrence. It is an annual necessity. As agri-
culture becomes more intense, the need for best management practices to be imple-
mented for soil, nutrient, air-quality, and water resource management only become
more demanding. Our current programs must not only continue, but must also ex-
pand. Congress should ensure that best management practice strategies are devel-
oped and that these strategies are properly funded and deployed.

Our Government farm agencies should review conservation plans and assist con-
servation plan implementation. Also governmental agencies function as a historical
repository of information concerning the implemented conservation practices on ag-
ricultural land. Without NRCS, FSA and Conservation Districts, continuity would
be lost as our farmland pass from one generation to another or from one landowner
to another.

In summarizing:

Congress needs to urgently promote prime agricultural land preservation; Con-
gress needs to continue and to increase funding not only for conservation practices,
but also for the technical assistance to implement these practices.

STATEMENT OF DONALD A. CoccIA

Good morning Mr. Chairman, Ranking Member Holden and members of the sub-
committee. It is a great pleasure to be here with you today to discuss the issue of
agriculturally based alternative fuels and biodiesel production in particular from a
truly grassroots perspective.

My name is Don Coccia, and I am the founder and CEO of AGRA Biofuels, LLC
(AGRA, America’s Greatest Renewable Alternatives). I appear here today not long
after accomplishing the surprisingly challenging but gratifying task of building
Pennsylvania’s first commercial biodiesel production facility. Our production facility,
named in memory of my father Joseph A. Coccia, and his now decades old dream
of a national foundation dedicated to “Peace Through Energy” is located ten miles
south of here in Middletown, Pennsylvania. The facility has an annual production
capacity of nearly 3 million gallons of biodiesel and was dedicated in January of this
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year with the distinct honor of Representative Holden’s presence at that event. On
behalf AGRA Biofuels and the entire biofuels industry I would like to thank Rep-
resentative Holden for his leadership in first recognizing and now supporting the
opportunities presented for both the Nation as a whole and the agricultural commu-
nity specifically by the biofuels industry. Today, my testimony is meant to support
his leadership and to share ideas and concerns earned through my recent real-world
experiences to improve, promote and advance the cause of alternative energy and
our nation’s energy independence through the advancement of the biofuel industry.

The Importance and Commitment to America’s Energy SupplyThere are two pri-
mary reasons that explain my dedication to participating in solving America’s en-
ergy needs. The first was strictly a family financial decision and an experience I'm
sure many Americans have or will have to unfortunately relive. I opened my heating
bill in 1999, realized that heating oil had more than doubled in less than a year,
and, I dedicated myself to finding something else. That quest soon led me to a 1-
paragraph article describing the USDA Beltsville Agricultural Center and their use
of vegetable oil based heating oil. My direct contact with them introduced me to bio-
diesel and began the journey, which led ultimately to the formation of AGRA
Biofuels. It’s fair to say, the USDA is directly responsible for introducing me to the
opportunity of biodiesel.

While investigating the opportunities biodiesel presented, I also learned of the
profound importance energy assumes in the United States. Energy, its availability,
affordability and consumption are vital if not the foundation to the American stand-
ard of living and economic well-being. In fact, a host of reasons now convince me
that energy related issues are perhaps the most important issues of my generation:

-First, the stability and strength of the U.S. dollar is closely tied to the oil market
because of the fact that all oil contracts worldwide are denominated in U.S. dollars
and because U.S. oil imports have a significant effect upon our balance of trade.

Second, while we are now importing nearly two-thirds of our oil requirements,
those providing the oil are most often located in the most politically unstable and
openly anti-American locales. To an increasingly larger extent we are effectively
leaving the control of a large portion of our economy to foreign unfriendly control
by relying upon foreign sources of energy.

Third, energy and its related activities underlie directly and disproportionately
the majority of our environmental and pollution concerns.

-Fourth, energy is the world’s largest market and new energy technologies being
developed today will most likely prove the largest economic and job creation oppor-
tunities for the future.

And finally, there is a direct link between a country’s standard of living and the
availability and use of energy. As standards of living grow throughout the world and
especially in large, extremely fast growing economies like China and India, the com-
petition for limited crude oil reserves will grow with a resulting upward pressure
on prices. It’'s no coincidence that President Hu Jintao of China left the United
States last week and proceeded directly to Saudi Arabia and oil producing countries
in Africa to sign oil development and supply agreements. We increasingly will be
faced with stiff competition from other interests and nations for the available
sources of foreign-based energy.

Based on these events and observations, and after years of industry related edu-
cation, investigation and research I dedicated myself to participating in solving
America’s energy needs. America now, spurred on by currently historically high en-
ergy costs is likewise committing itself to the challenge of developing new domestic
energy supplies and breaking, as President Bush has said, our “addiction to oil”
which increasingly is being supplied from foreign sources.

Alternative Energy and Biodiesel Alternative energy provides the most promising
opportunities for meeting or replacing a large percentage of our energy needs. How-
ever, it’s unlikely that any one magic bullet exists today that will completely solve
our energy supply concerns. The energy market itself is more akin to a mosaic with
many components. Unfortunately, that mosaic currently is dominated by one piece,
crude oil. The challenge now is to diversify that mosaic with new sources of alter-
native energy and to grow other currently available sources with the goal to signifi-
cantly reducing that crude oil component and creating a balanced energy mosaic pic-
ture. The rationale of waiting until a “winning horse” can emerge to replace crude
oil should instead be replaced by the idea that many technologies, simultaneously
developed, can collectively diminish the primary role that crude oil now plays.

In our case, we investigated the most currently promising alternative energy tech-
nologies to determine which held the most promise for IMMEDIATE application and
effect. We were keenly aware that alternative energy had developed a reputation for
promising future benefits with little practical application now. After much research
and investigation we concluded that biodiesel presented the best opportunity now
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and went about educating ourselves on all aspects of the technology and an industry
that in the United States had just begun.

Our education into Biodiesel revealed a promising technology that could be easily
and quickly employed. In fact, the technology of making biodiesel was first discov-
ered in 1865 and is theoretically very simple. To make biodiesel you simply remove
soap (glycerin) from vegetable oil or animal fats to make it thinner. That’s it. An
alcohol like methanol or ethanol replaces the soap and the resulting product, biodie-
sel, can be used either alone or in combination with petrol diesel anywhere petrol
diesel is currently used. The bottom line is, petrol diesel has the consistency of
water, diesel engines have over the last 100 years been optimized to run on fuel
of this consistency, biodiesel processing converts oils and fats into that same consist-
ency so they can be used just like petrol diesel. Additionally, our research revealed
that biodiesel’s other benefits include:

- No additional infrastructure or equipment investment is required to use it, just
“drop-in” or “fill and go”,

o It can be produced domestically utilizing American farm inputs,

® Biodiesel use provides significant environmental benefits,

e Diesel technology is as much as 20—40 percent more efficient than similarly
sized gasoline engines.

The only concern with biodiesel at that time was its pricing. This final hurdle was
addressed through two programs that the Federal Government then provided and
which we still strongly support today. The combination of the CCC bioenergy pro-
gram to encourage additional production capacity and the blenders credit for the
ﬁrlst time made biodiesel economically feasible and price competitive with petrol die-
sel.

AGRA Biofuels and the Production of Biodieselln June of 2005 we organized
AGRA Biofuels with the goal to construct a biodiesel processing facility in Central
Pennsylvania. At the outset, we purposely wanted to site and construct a processing
facility quickly so that we could demonstrate to consumers, investors, and, local,
state and Federal leaders like you that biodiesel production can be accomplished
quickly and contribute immediately to our crude oil supply concerns. Our message
and goal became our marketing slogan “Right Here, Right Now, Right for America”.
Little did we know what we were in for.

We naively believed that a facility in an industry so desperately needed by the
Nation would be relatively readily embraced and encouraged. We were wrong. The
fact that the industry was so new made every activity one of first impression to
whomever we were dealing with and most often a challenge for them to neatly place
in an already established “protocol” or standard operating procedure. Every activity
from leasing a facility, to insuring it, to obtaining financing, to permitting at every
government level proved an unbelievablely difficult, frustrating and expensive task.
A few examples may explain our difficulties and why a six-month project continues
nearly a year later today with over a 500 percent cost overrun and new regulatory
surprises everyday:

-We initially envisioned utilizing used restaurant oils as a potential feedstock for
our facility. Unfortunately, Pennsylvania is the only state in the union that regu-
lates the processing of used restaurant oil or “yellow grease” for processing into bio-
diesel. Although a permitting process existed initially to utilize yellow-grease, the
process was uncertain as to outcome, extremely expensive and likely to take years
to complete. After much time, effort and expense, however, I am proud to say, that
working closely with the administration of Governor Ed Rendell we have been able
to at least provide an interim solution. In concert with the staff of Pennsylvania’s
Department of Environmental Protection (DEP), headed by Secretary Kathleen
McGinty and the Department of Agriculture headed by Secretary Dennis Wolff, we
provided extensive comments on a new general permit that now allows the commer-
cial production of biodiesel using yellow grease under a DEP initiated general per-
mit. We are hopeful that under that general permit we will be permitted to process
yellow grease soon.

-In an effort to insure our facility we ran into serious roadblocks due primarily
to a misunderstanding of the facility and the industry. Insurers classified biodiesel
not as processed vegetable oil but rather as a hydrocarbon based fuel, especially
since the name included the word diesel as in bio-DIESEL. In fact, insurers classi-
fied us most often as a crude oil refinery, even though the raw materials used and
the environmental and processing risks are completely different and much less ap-
parent. Our facility contains no crude oil and does not employ high temperatures
or pressure in our processing. In the end, I was forced to conduct nearly daily con-
ference calls for months with dozens of insurance companies and become an insur-
ance expert before we were lucky enough to identify a broker and an insurance com-
pany that would work with us.
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-Code enforcement officers and those responsible for applying and enforcing regu-
lations are most often not familiar with the biodiesel industry nor have a procedure
to process and accept a facility involved in a new industry. The exercise of interpret-
ing regulations and obtaining permits then becomes an expensive and drawn-out
procedure and I'm afraid an opportunity to open a never ending process where no
one is willing to make final decisions or establish precedents. In such a vacuum,
regulators regularly resort to the most restrictive interpretations to avoid repercus-
sions thereby endangering the success of any project.

-Even though we now have millions of dollars of equipment in place in our facility,
traditional lenders still have no incentive or inclination to put forth the effort to de-
termine a valuation for our equipment or inventory. In the end, financing is still
largely an exercise in obtaining private funding.

All of these roadblocks can be attributed to the growing pains of a rapidly expand-
ing industry but to be effective quickly in establishing a vibrant alternative energy
industry I believe that all of these issues and dozens more like them will most effec-
tively be addressed by a central organization. In my mind the terms that will de-
scribe success in building the alternative energy industry is responsiveness and pre-
dictability when undertaking an alternative fuels project. This is especially true in
the case of potential small producers that may not be able to absorb the cost and
time commitments of developing alternative energy projects. New fuels, new tech-
nologies and new ideas and improvements will continuously be introduced and I be-
lieve that to be successful, we must build the infrastructure that embraces them,
evaluates them, assists in developing them and gets them in production and to the
consumer in the least amount of time and with the least amount obstacles.

The Biodiesel Industry Beyond ProductionBeyond the actual making or production
of biodiesel which AGRA Biofuels now participates, the industry also consists of two
other segments, feedstock supply which provides the raw materials for our facility
and post production blending, distribution and marketing. The industry can be seen
as a continuous energy supply system that begins with feedstock, which in turn sup-
plies production, which in turn supplies the distribution to consumers. Therefore to
build a successful biodiesel industry each of the three successive steps to biodiesel
utilization must be developed. The feedstock must be made available, the production
facilities must exist and the distribution infrastructure must be available to deliver
the fuel wanted by consumers, consumer demand which in turn is developed
through effective consumer awareness, marketing programs and state-of-the-art ap-
pliances, engines and vehicles.

BUILDING THE FUTURE

The future of America’s energy independence I believe will be rooted today in the
activities done now to create a foundation for implementing alternative energy tech-
nologies. We must continue the programs that have proven so successful to this
point in really just a few years to creating exponential growth within the biofuel
industry. These include the funding of the CCC bioenergy program and the small
producers tax credit and blenders credit programs.

In addition to these existing programs, I also believe that we must support each
of the industry’s three segments to keep biodiesel in particular competitive and im-
portantly domestically produced. Traditional feedstock like soybean oil, for example,
which serves as the vast majority today of the biodiesel raw material is expected
to soon experience significant competition from foreign oils that are vastly more pro-
lific and therefore less expensive. The Nation must invest in ensuring that domesti-
cally grown feedstocks can compete effectively against this challenge and that new
technology can be deployed quickly so as to encourage increasingly larger amounts
of production to expand feedstock supplies. This not only will include research into
developing more productive oil producing traditional crops, but also in encouraging
farmers to grow the crops. In the end, the Nation will also have to invest in develop-
ing new and novel forms of feedstock of which aquaculture based feedstocks such
a micro algae appear to offer nearly limitless potential. Additionally, although the
feedstock may be grown, we must also ensure that the infrastructure exists to proc-
ess the crops into oil and into a form that can be used to produce the biofuel.

Therefore, there is a definite need for Congress in the next farm bill to expand
incentives for oil crop production and processing. For in addition to the obvious en-
ergy and environmental benefits provided by the production and use of biodiesel,
there are tremendous gains that can be made for the Agriculture sector of our econ-
omy. Using soybeans and other feedstock and oil crops for biodiesel production does
much more than use surplus agricultural commodities; it adds layer upon layer of
economic value. Various economic studies have shown that increased use of fats and
oils for biodiesel production increases the value that farmers receive for their crops,
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at the same time making protein meal cheaper for domestic livestock producers and
more competitive in the international protein markets for food and fuel. This could
lead to actually increasing agricultural processing here in the United States, while
at the same time making our farmers more profitable in the global food markets.

From a production prospective, I believe that the infrastructure must be devel-
oped to make the industry highly responsive. That is, organizations and stakeholder
partnerships must be created and funded to marshal the resources that enable ev-
eryone willing to participate to have access to the knowledge and procedures to eas-
ily, efficiently and quickly institute any alternative energy initiative. In effect, we
must create a reproducible template that family farms, cooperative or private enti-
ties can use to implement and sustain alternative energy projects. The template
must provide access to the finances, knowledge, regulatory procedures and technical
support necessary to make the industry viable, fast growing, responsive and com-
petitive.

Finally, from a postproduction perspective, educational awareness, technical sup-
port and appliance development programs must be developed to ensure the adequate
supply and increasing demand for biofuels. For example, less expensive equipment
must be developed and additives researched that permit cold weather utilization of
biodiesel with and without blending with petrol diesel. Additionally, I firmly believe
that with the proper research and development funding, the technology exists and
can be easily developed to significantly expand the use of biodiesel in traditional
HVAC, and stand alone energy generation within the home. Imagine the positive
effect of a home in the near future burning clean biodiesel that is completely off-
grid and generates all of its energy needs through biodiesel and the utilization of
highly efficient clean-burn diesel technology.

ConclusionTherefore, as a result of our experience, I am here today to ask for con-
tinued support of the biodiesel production industry as it relates to agriculture. As
you consider the 2007 farm bill, please consider the Federal policy measures that
have been successful in the progress made developing this industry. They include
extension of the biodiesel blender’s and small producers credits, extension of the bio-
energy program for biodiesel and extension and expansion of the biodiesel fuel edu-
cation program.

Beyond that, I would urge Congress to explore possible initiatives to increase soy-
bean and other oil crop and feedstock production, deployment grants for new feed-
stocks, guaranteed loans for facility construction or expansion and greater incen-
tives for end-use research development and deployment. Additionally, I would argue
that all of these goals could be accomplished through a newly created organization
that brings together government, research and industry participates in a partner-
ship format and committed to the goal of technical development and technical sup-
port to each segment of the biodiesel industry.

Mr. Chairman, I appreciate the opportunity to appear before you here today to
discuss this important issue. We welcome the opportunity to continue working with
Rep. Holden and members of this committee as you move forward, and I'll be happy
to answer any questions you might have. Energy independence is not beyond our
grasp. In fact, it is with a certain irony that we sit here this morning in the same
state that gave birth to the oil industry, discussing the potential of a re-birth of oil.
Right here. Right now, Right for America.

Thank you very much.

STATMENT OF THOMAS A. GILBERT

Thank you for the opportunity to submit comments regarding USDA farm bill con-
servation and rural development programs and their critical importance in Pennsyl-
vania and throughout the Northeast. The Wilderness Society is a national non-profit
conservation organization working to protect America’s wildlands and wildlife. The
farm bill is an important tool to conserve and maintain family farms and private
forestlands, and to support rural resource-based economies, especially in the North-
east.

Productive farm and forest lands are essential to the economic vitality and quality
of life of Northeastern communities. They are vital sources of farm and forest prod-
ucts, clean air and water, carbon sequestration, wildlife habitat, scenic beauty and
opportunities for outdoor recreation. Unfortunately, private farm and forest lands
are facing tremendous development and economic pressures that threaten their fu-
ture ability to provide these goods and services to the residents of this densely popu-
lated region. Pennsylvania alone loses more than 49,000 acres of farmland every
year, and the same phenomenon is occurring throughout the Northeast as develop-
ment sprawl increasingly expands to suburban and rural areas.
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While Pennsylvania leads the Nation in the number of farms and acres of farm-
land preserved, many of the state’s most pressing environmental challenges—such
as clean water—are left unmet because over 1,200 producers are annually rejected
when they seek stewardship incentives from USDA. The next farm bill should sig-
nificantly increase funding to the Farm and Ranchland Protection Program, and to
USDA conservation programs, such as EQIP and WHIP, that provide technical and
financial assistance to farmers for improved stewardship of their lands and the envi-
ronmental benefits they provide.

The same pressures are facing private forestlands throughout the Northeast and
mid-Atlantic, and many family farms are a mix of agricultural lands and woodlots.
A recent USDA Forest Service report, “Forests on the edge” projected that over 40
million acres of private forestlands, primarily in the East, will experience increased
housing density by 2030. The report warns that that these increases in housing den-
sity will result in “decreases in native wildlife populations, loss of biodiversity, in-
creased opportunities for invasive species, reductions in water quality and aquatic
diversity, decreases in timber production, increased fire risk and greater loss of life
or property from wildfires, changes in scenic quality and recreational opportunities,
and fewer options for timber management, recreation and other uses whose eco-
nomic benefits rely on large forested areas.”

The Forest Legacy program, authorized through the 1990 farm bill, has been an
effective tool to assist states in conserving private forestlands through purchase of
lands or development rights from willing landowners. But demand for the program
far exceeds available funding, as participating states submitted over $200 million
in project requests for FY 2007. The proposed Suburban and Community Forestry
and Open Space Program (S941/HR3933) could provide an important complement to
the Forest Legacy Program to assist local governments and private land trusts in
conserving threatened suburban and community forests, including family farms that
are a mix of agricultural lands and woodlots.

The Wetlands Reserve Program should be expanded to 5 million acres to maintain
wetlands that are vital for wildlife, filtering pollutants from our water supplies, and
controlling floods. In general, easement and reserve programs should place greater
emphasis on permanent and long-term conservation agreements, since this is a more
effective use of public funds, and land values will only continue to rise resulting in
higher costs to conserve critical lands and resources in the future.

Throughout the nation, rural communities are struggling with economic transi-
tion. Changing technology has reduced the labor needed for agriculture, forestry,
and wood products production, and some resource-based rural economies are coping
with mass out-migration of young people who see few opportunities. At the same
time, rural places are attracting entrepreneurs and retirees seeking a high quality
of life, and an influx of new residents is stressing the services and the traditional
culture of some rural communities. Whether shrinking or booming, rural economies
need assistance that matches their unique needs. Both technical assistance and
funding offered by USDA’s rural development programs are critical to helping rural
t(flwns diversify their economic base, provide critical infrastructure, and cope with
change.

Thank you again for considering my comments on the critical importance of USDA
farm bill conservation and rural development programs to the Northeast.
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1300 Longworth Building, Hon. Frank D. Lucas (chairman of the
subcommittee) presiding.

Present: Representatives Moran, Osborne, Goodlatte [ex officio],
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Pelham Straughn, Tyler Wegmeyer, Callista Gingrich, clerk; Jamie
Weyer, Nona Darrell, and Anne Simmons.

OPENING STATEMENT OF HON. FRANK D. LUCAS, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF OKLA-
HOMA

Mr. Lucas. This hearing of the Subcommittee on Conservation,
Credit, Rural Development and Research to review conservation
issues will come to order. And I would note for all of our witnesses
and friends in the gallery that we had a rather exhaustive full com-
mittee hearing on the joys and wonders of horse slaughter-related
issues in a markup earlier this day, so don’t be surprised if it takes
a little bit for some of my colleagues to work back in after a 3%
hour process.

With that, good afternoon and welcome to the subcommittee’s
hearing to review conservation issues.

Today’s hearing is the first of several that this subcommittee will
hold to review the conservation title in preparation for the next
farm bill that will be written by the House Committee on Agri-
culture.

The 2002 farm bill is the greenest one to date. This legislation
created new voluntary incentive programs and increased funding
for conservation programs by more than 80 percent. This historic
legislation increased the acreage allowed for sign-up under land re-
tirement programs such as CRP, WRP; also dramatically increased
the annual funding for the Environmental Quality Incentives Pro-
gram and other incentive and cost-share programs.

In addition, the 2002 farm bill created a new Conservation Secu-
rity Program, further moving the trend of the conservation title to-
wards more working lands programs. Farmers and ranchers,
through the assistance and incentives of these programs, have vol-
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untarily worked to help reduce soil erosion, increase wetlands, im-
prove water quality and preserve farmland and wildlife habitat.
The environmental gains produced are a testament to our produc-
ers who are truly the most dedicated conservationists.

However, as we have learned throughout the past 2 years, the
conservation title is not without its challenges. I have had my
doubts about CSP from the very beginning, and it comes as no sur-
prise that this program has not been implemented as Congress in-
tended it to be.

CSP was meant to be a flexible national program, but due to con-
straints, yes, imposed by Congress and the administration, this
program has been a very targeted and complex program. I intend
to take a very serious look at this program during this and future
hearings.

To ensure the future relevance of conservation programs, we
must make sure that they meet the ever-changing needs of produc-
ers. Contracts for over 28 million acres in CRP are set to expire
before 2010. The FSA has worked diligently, reenrolling much of
the acceptable land. This brings to mind a few questions. At what
acreage should we cap CRP? What will be done to the land that
comes out of retirement? And how do we ensure that our truly sen-
sitive lands remain in the programs to meet our soil, water and
wildlife habitat conservation goals?

There are already many ideas floating around on how conserva-
tion programs can help solve our Nation’s energy crisis. I have even
heard members of the subcommittee state that they will advocate
the planting of switchgrass on CRP acres.

Let me be very clear. I am not advocating any change in the way
CRP or any other conservation programs work. Many of these ideas
will be put forth today, and I will be open to discussing the many
policy options that will be brought to the table in today’s hearings
and in future hearings.

I cannot speak about conservation without the issue of technical
assistance rearing its ugly head. I suspect we will hear much about
that today. Providing the participants of conservation programs
with the necessary financial and technical assistance is essential to
the success of conservation programs. I have worked hard to make
sure that each conservation program has adequate TA funds, and
I will continue to examine the progress of using technical assist-
ance, technical service providers in lieu of NRCS and FSA staff, as
well as working to streamline the application process. The delivery
system is the lifeline to ensuring the success of conservation pro-
grams.

The final picture of the next conservation title is still very un-
clear. It comes as no surprise to anyone inside and outside the
Beltway what the budget situation is. It remains very tight. Writ-
ing a farm bill and a conservation title within our existing budget
constraints is a reality we must face. So before we start developing
new programs and looking for ways to spend additional dollars, we
must first look at—look within the current programs to make sure
they are producing the environmental benefits we intended.

Programs must be examined for common goals and, if necessary,
combined to prevent overlap and redundancy. Combining programs
does not mean that their activities conducted by the present pro-
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grams will cease. It simply means we are streamlining the process,
the implementation, the administration of programs to make more
money available for on-the-ground activities.

Most importantly, it is imperative that we allow these programs
to be accessible to all qualified parties by reducing backlogs. Pro-
grams under Title II had a sizable reduction after budget reconcili-
ation; however, proponents of these programs must do a better job
of making their priorities known—and I want to say that I use this
phrase loosely, but I will not say that—known to the appropriators.

Today Mark Rey, the Under Secretary for Natural Resources and
the Environment, and Teresa Lasseter, the Administrator for the
Farm Service Agency, will testify about the implementation and
management of the conservation programs. We will also hear from
conservation producers and wildlife groups that represent the very
constituents these programs affect.

When preparing for this hearing, I gave my witnesses a very
simple task: Tell us what in the 2002 farm bill is working, what
is not working, and what priorities you have for the conservation
title of the next farm bill. Today’s testimony will be broad, but ex-
tremely helpful as we continue to work to outline the next con-
servation title. And I most assuredly look forward to today’s testi-
mony.

And with that I would like to turn to the gentleman from Penn-
sylvania for any opening comments he might have.

OPENING STATEMENT OF HON. TIM HOLDEN, A REPRESENTA-
TIVE IN CONGRESS FROM THE COMMONWEALTH OF PENN-
SYLVANIA

Mr. HOLDEN. Thank you, Mr. Chairman. I would like to thank
you for holding this hearing today, and I look forward to hearing
from all of our witnesses, but especially Berks County Commis-
sioner Judy Schwank. Commissioner Schwank is involved with
many conservation issues in my district and hails from the leading
county in Pennsylvania for farmland preservation.

Mr. Chairman, the current farm bill was the largest investment
in conservation in the history of recent farm bills. The conservation
title of the current farm bill dedicated over $17 billion for conserva-
tion, an increase of 80 percent. We funded the most significant pro-
grams in order to preserve farmland and to improve water quality
and soil conservation on working lands. We addressed environ-
mental concerns and sought to make conservation a cornerstone of
agriculture for producers in all regions of the country.

We are also able to address some of the farm bill’s inequities for
regions that do not benefit from traditional agriculture programs,
such as the Northeast. Conservation programs offered farmers in
those areas a way to continue farming. Conservation programs as-
sist our farmers and ranchers in strengthening their environmental
stewardship. That is important in looking over land and water that
we will pass on to future generations.

Our Nation’s farms and ranches produce far more than tradi-
tional food and fiber. Well-managed agricultural land also produces
healthy soil, clean air and water, wildlife habitat and pleasant
landscapes, all of which are valued by rural and urban citizens
alike.
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So, Mr. Chairman, I commend you for having this hearing today,
and I look forward to hearing the testimony from our witnesses.

Mr. Lucas. Thank you, Mr. Holden.

Any other statements for the record will be accpeted at theis
time.

[The prepared statement of Mr. Cueller follows:]

PREPARED STATEMENT OF HON. HENRY CUELLAR, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF TEXAS

e Chairman Goodlatte, Ranking Member Peterson, tank you for holding this hear-
ing on USDA’s conservation programs.

e These programs are some of the most important administered by USDA because
they not only directly benefit individual farmers and ranchers but also protect our
shared natural resources.

e Through technical assistance from NRCS, farmers and ranchers in my district
have protected declining species on over 13,000 acres and established wildlife as a
primary resource concern on nearly 344,000 acres.

e NRCS technical assistance programs have also permitted district farmers to in-
crease irrigation efficiency saving some 1,046 acre feet of water.

e But despite these achievements, I am concerned that without an adequate num-
ber of staff or technical service providers, delivering technical assistance will become
increasingly difficult.

e Because of their importance and size, conservation programs, whether adminis-
tered by NRCS or FSA, deserve a close and careful examination to ensure they are
delivering expected results.

e I look forward to hearing from our distinguished witnesses.

e Thank you again, Mr. Chairman for holding this hearing.

Mr. Lucas. We are pleased to have at the table our first panel,
the Honorable Mark Rey, Under Secretary for Natural Resources
and Environment, the U.S. Department of Agriculture here in
Washington, DC; and Ms. Teresa Lasseter, Administrator, Farm
Service Agency, USDA,

Dr. Rey, please begin when you are ready.

STATEMENT OF MARK E. REY, UNDER SECRETARY, NATURAL
RESOURCES AND ENVIRONMENT, U.S. DEPARTMENT OF AG-
RICULTURE

Mr. REY. Thank you, Mr. Chairman, and thank you for the op-
portunity to appear here today to discuss the conservation pro-
grams included in Title II of the farm bill. The 2002 farm bill com-
mitted more than $17 billion over 10 years for conservation and
emphatically demonstrates your commitment to working agricul-
tural land.

Working lands conservation programs are unique among agricul-
tural programs in that they are specifically designed to produce
multiple benefits. First, farmers or ranchers who install conserva-
tion practices improve their land and enhance their natural re-
sources. Second, the public also receives many benefits through a
cleaner env1r0nment increased biological diversity and a scenic
landscape. Conservation investments also lead to stronger rural
economies.

Since 2002, NRCS has provided assistance to 1 million farmers
and ranchers. Working with our partners we have applied con-
servation on more than 130 million acres of working farm and
ranchland under EQIP alone, plus 60 million acres enrolled in land
retirement and easement programs. We have also helped farmers
apply for more than 14,000 comprehensive nutrient management
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plans, and over the past 4 years we have invested $6.6 billion di-
rectly with farmers and ranchers, matched by landowners and
partners who have added an additional $2.8 billion for a total in-
vestment of more than $9.4 billion through 2005.

The 2002 farm bill brought us new programs and new opportuni-
ties. NRCS has responded with new tools and streamlined agency
management to serve farmers and ranchers more effectively and ef-
ficiently. For example, from 2003 through 2006, we have worked
with over 2,100-plus technical service providers providing the
equivalent of over 1 million hours of assistance to supplement our
staff in serving our customers.

Let me briefly review our achievements in the major farm bill
programs.

Under the Conservation Security Program, we began with 18 pio-
neer watersheds in 2004, and now serve 280 watersheds nation-
wide, covering 14.6 million acres and rewarding nearly 19,000
stewards.

From the Wildlife Habitat Incentive Program we have invested
more than $165 million in 9,500 agreements covering 1.4 million
acres of improved wildlife habitat.

Our portfolio of easement programs, designed to protect and pre-
serve prairie grasses and wetland systems and preserve working
farms and ranches, has provided protection for nearly 380,000
acres through the Grassland Reserve Program, 750,000 under the
Wetland Reserve Program, 450,000 acres in the Farm and Ranch
Lands Protection Program; and, of course, our biggest program, the
Environmental Quality Incentive Program, where we have invested
nearly $3.1 billion, has benefited close to 185,000 participants from
fiscal years 2002 through 2006 alone.

NRCS has also worked to help livestock producers meet their en-
vironmental challenges, applying more than 14,000 comprehensive
nutrient management plans since 2002.

Undergirding all of these programs is our mainstay program that
provides planning assistance and conservation technical assistance
to a wide variety of landowners.

I want to touch also on some management reforms that have ei-
ther increased our efficiency or helped us direct more dollars and
better service to our customers.

First and foremost, we have increased transparency, resulting in
greater accountability and a better understanding of our programs
by our customers and those who evaluate the efficiency of our pro-
grams.

We have streamlined payment processes and reduced paperwork
for customers, saving nearly 330 staff years alone.

We have established a process for rapid watershed assessments,
reducing that process from several years to 6 months. And in addi-
tion to the efficiencies of the new tools, we have developed the Web
Soil Survey. Our soil survey data are now available over 24/7 via
the Web. We have provided as much information in the last 10
months through the Web as we have done through the last 5 years
via printed copies.

We have also developed a trio of 3-click Web tools to help farm-
ers save dollars and energy by determining how much they could
save by switching from no till, improving fertilizer management, or
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increasing irrigation efficiency. Conservation programs on working
agricultural lands benefit both producers and the public, support-
ing sustainable agriculture and enhancing the environment.

As we move forward, NRCS will emphasize cooperative conserva-
tion, a watershed approach, and market-based approaches to help-
ing people help the land, in addition to those that I have summa-
rized and those efforts that are included in my statement for the
record.

Thank you, Mr. Chairman and the members of the subcommit-
tee, for the opportunity to testify.

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

Mr. Lucas. Thank you, Secretary.

Administrator Lasseter, whenever you are ready.

STATEMENT OF TERESA C. LASSETER, ADMINISTRATOR, FARM
SERVICE AGENCY, U.S. DEPARTMENT OF AGRICULTURE,
WASHINGTON

Ms. LASSETER. Thank you.

Mr. Chairman and members of the committee, I appreciate the
opportunity to review the operation of the farm bill’s conservation
programs as implemented by the Farm Service Agency.

I am pleased to report to the committee that there have been sig-
nificant accomplishments under CRP since the 2002 farm bill. FSA
implemented the President’s directive to reenroll or extend con-
tracts on more than 28 million acres of land. These are contracts
scheduled to expire between 2007 and 2010.

With regard to the contracts expiring in 2007, CRP participants
elected to reenroll or extend more than 88 percent of the acreage.
Almost 77 percent reenrolled or extended those acres expiring be-
tween 2008 and 2010.

Earlier this year the Department announced that it accepted 1
million acres in this spring’s general sign-up. This was added to
the 2.9 million acres accepted since 2002. Total enrollment now
stands at about 36 million acres, with annual rental payments to-
taling $1.8 billion.

The country clearly gains from CRP. CRP annually reduces soil
erosion by 454 million tons, stops the escape of nitrogen, phos-
phorus and sediment from fields by well over 85 percent, seques-
ters more than 48 million metric tons of carbon dioxide from the
air we breathe.

CRP also contributes to increased wildlife population. More than
2 million additional ducks survive annually in the northern prairie
because of CRP. Sage and sharp-tailed grouse populations are in-
creasing in eastern Washington because of CRP, and ring-necked
pheasants are again abundant in many parts of the Midwest be-
cause of CRP.

CRP is building upon these successes with several initiatives, in-
cluding enrollment of 100,000 acres in the Presidential Quail Ini-
tiative to create habitat for quail, upland birds and other species.
To foster further goodwill, we will have executed agreements with
Pheasants Forever, Ducks Unlimited, the National Wild Turkey
Federation and the Quality Deer Management Association.
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Fourteen new Conservation Reserve Enhancement Program
agreements, better known as CREP agreements, were signed re-
cently with State Governments. We are after mutually beneficial
results, such as improved water quality and quantity, better habi-
tat for wildlife, and additional erosion controls on more than
800,000 acres.

Recent agreements with Colorado, Idaho and Nebraska should
create a combined enrollment of up to 235,000 acres. Our projected
water savings from these agreements is 360,000 acrefeet of water
annually.

Additionally, FSA is fully engaged in the sign-up and distribution
of $504 million in emergency forestry CRP funds. Our hope is to
restore more than 700,000 acres of private forestlands damaged by
the 2005 hurricanes. Likewise, the Emergency Conservation Pro-
gram provides emergency funding to help farmers and ranchers re-
habilitate farmland damaged by natural disasters, including
drought.

Since the 2002 farm bill, FSA has allocated more than $500 mil-
lion in ECP assistance, including funds appropriated by Congress
for the 2005 hurricanes.

Overall, environmental indicators suggest that we are making
progress in resource conservation. Still there is plenty of work to
do, especially as new issues emerge. For instance, we have shown
that additional trees and CRP grasses help reduce greenhouse
gases through carbon sequestration.

Is there more that we should be doing? Can we produce environ-
mental benefits and grow bio-based fuels on the same ground? Do
we pay farmers to do that?

Other broad policy considerations include identifying specific
goals for water quality, wetlands, wildlife habitat, air quality, soil
erosion, recovery of threatened and endangered species and in-
creased flood control. Attention should also be given to resources
needed to accomplish these goals.

Other program considerations that could be examined are wheth-
er land expiring from a CRP contract should be considered eligible
for reenrollment even if that land is no longer capable of being
cropped due to an easement, conversion to trees or other factors.

Also, should certain conservation practices such as wetlands and
buffers be exempt from the 25 percent county cropland limitation?
Should the statutory standards for a waiver of the 25 percent coun-
ty cropland limitation be modified? Should CRP be modified to sup-
port specific biofuels initiatives?

In concluding, as Congress debates the upcoming farm bill, we
hope consideration is given to improving existing programs, fund-
ing WTO-consistent green payments that enhance environmental
benefits, encouraging private sector markets to enter environ-
mental services, and emphasizing voluntary tools for conservation
over a more regulatory approach.

We look forward to working with you on these critically impor-
tant issues. Thank you.

[The prepared statement of Ms. Lasseter appears at the conclu-
sion of the hearing.]

Mr. Lucas. Thank you, Administrator.
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Mr. Lucas. Let us begin with a discussion about CSP. Mr. Rey,
you said we were going to spend how much money this year on
CSp?

Mr. REY. We will spend, I believe, somewhere in the neighbor-
hood of $239 million on CSP this year.

Mr. Lucas. And that money goes to, you said, 200-some coopera-
tors?

Mr. REY. It will be more than that; 19,000 cooperators.

Mr. Lucas. What percentage would you say of the potential peo-
ple who might be eligible for the program does that 19,000 rep-
resent if—what I am saying is if CSP were available to everyone
who would be eligible in the country, how many dollars would that
$239 million have to become, speculating, of course, from an edu-
cated guess position?

Mr. REY. If we are talking about the nationwide application of
it as opposed to everyone within the targeted watersheds being eli-
gible, our estimates would be that CSP would cost us somewhere
in the neighborhood between 9- and $10 billion a year to admin-
ister.

Mr. Lucas. OK. Because as you noted from my opening com-
ments, I am always very sensitive about having programs that not
everyone, for budget restraints or whatever other reason, are not
able to participate. So probably an additional $9 billion, say, to
make it open to everybody else.

Mr. REY. That is about right.

Mr. Lucas. Let us touch for a moment on that 25 percent crop
limitation. In the third district of Oklahoma, I have a number of
counties that long ago on CRP met that number, and enrollment
was stopped.

Based on your experiences, both of you, in working to administer
these programs, does that seem like a rational percentage number?
Should it be raised? Should it be lowered? From your observations.

Ms. LASSETER. From my observation, we have been able to accept
pretty much what is offered for CRP, and maybe perhaps our 25
percent is working. We certainly need to consider what influence
that has on the county and the economy.

Mr. Lucas. Most assuredly.

Tell me, if you would, for a moment about how GRP has been
implemented. Initially in this committee, in 2002, when it was dis-
cussed as a part of the farm bill, it was viewed as a working lands
program perhaps either to transition CRP property out of—or
leases out of and over into, or as a way to provide opportunities to
expand conversation in the rangeland areas, and from some of the
numbers I have seen, it almost looks like a program now that has
been become more of a green zone farmland protection perspective-
type program. Is that a fair assessment of how the actual imple-
mentation has gone?

Mr. REY. I think there is some similarities in the results that
occur, but I don’t think that is necessarily an accurate assessment
of how the program has been administered.

I think the way the program has been administered is that it has
become one of the preeminent conservation programs in the graz-
ing land or rangeland area, and it has been very popular, particu-
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larly in some of the intermountain Western States that are facing
pressures right now from subdivision development.

Mr. Lucas. Tell me a moment then from the perspective of the
programs that you implement, are there particular areas perhaps
of overlap where we have programs now that exist that seem to do
very similar, if not the same things in the conservation title?

Mr. REY. I don’t think that there is so much overlap in the
functionality of the programs. Where we see some opportunities
and will likely be making some recommendations as the sub-
committee and then the committee considers the 2007 farm bill is
ways to coordinate these programs so that we are targeting their
net effect at a watershed level. But I don’t see them as necessarily
overlapping. I see them as programs that could be better coordi-
nated to achieve larger conservation objectives.

Mr. Lucas. Before I turn to my colleagues, Secretary, you and I
have had lots of discussions about technical assistance cost issues
around the country as a whole. And I have had various concerns
about that.

Do you believe we have made progress on addressing those
across the Nation, making sure the resources are there, able to de-
liver those programs?

Mr. REY. I believe we have. As the year has progressed and we
have realized some benefits through efficiencies, we have reallo-
cated money back out to States to provide additional assistance for
technical assistance, to provide additional funding for technical as-
sistance work.

In Oklahoma, for instance, those efficiencies allowed us to
produce additional—those efficiencies, I should say, allowed us to
produce an additional $4 million for Oklahoma over the last several
months.

Mr. Lucas. Thank you.

I now turn to the gentleman from Pennsylvania.

Mr. HOLDEN. Thank you, Mr. Chairman.

I guess, Mr. Secretary, I should address this question to you. As
you well know, the Agriculture Committee has been traveling
throughout the country preparing for the next farm bill. And we
heard from numerous specialty crop producers that the current
conservation programs are just not flexible enough to meet their
needs.

I am just curious. Do we know who is applying and who is receiv-
ing conservation assistance? And what is your reaction to the alle-
gations by specialty crops producers that the program is not really
meeting their needs?

Mr. REY. We do have data on who is providing, who is benefiting
from these programs. And there is a significant participation by
noncommodity crops in these programs, upwards of over 6 million
acres.

I think that part of the problem with specialty crop producers is
because they are not as used to some of our programs broadly as
some of the commodity producers are, that the—the learning curve
for sign-up to some of the conservation title programs is a little
higher.

Mr. HOLDEN. They are not familiar enough.
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Mr. REY. Right. But they have been coming on line now with
some increasing rapidity, so we feel pretty good now about the fact
that we have got blueberry, citrus, coffee, cotton, grass seed, oil-
seed, just about every manner of specialty crop participating to one
degree or another in the conservation title programs.

Mr. HOLDEN. Thank you.

I guess this is also for you, Mr. Secretary. As I mentioned in my
opening statement, Commissioner Judy Schwank, who is from
Berks County—and I mentioned that she comes from a county that
leads Pennsylvania in farmland protection, and we like to say
Pennsylvania leads the country in farmland preservation. I learned
on my recent trip that Maryland does. But no one from Maryland
is on the committee. So I will still claim that

Mr. REY. You are a close second.

Mr. HOLDEN. We are No. 1.

The question I have is I learned in a field hearing of the full com-
mittee in New York that farmland preservation in New York is not
working as well as we anticipated. And I also know that on the
Senate side, the junior Senator from Pennsylvania has introduced
a farmland preservation bill that is going to correct some problems
he see in the Commonwealth. And through staff I understand that
there was a change made in the decision about the appraisal and
title review of the Farmland Preservation Program.

I am just wondering, why do we make that decision, and who
made it, and is that affecting the areas that we anticipated was
going to benefit from farmland preservation?

Mr. REY. I don’t think it has had an effect in one State relative
to the other. It has had an effect in that it is a new provision or
a new requirement in the program, and so our partners and the
farmers who want to benefit from the program are going to have
some learning curve time associated with adapting to it.

Essentially the change was made as a consequence of audits of
the program that were done by both our own inspector general as
well as your general governmental accounting office, and the net ef-
fect of it was the view that we ought to be using standard yellow
book appraisal procedures in executing this program.

Mr. HOLDEN. Is there a problem getting certified appraisals in
some States? Is that it?

Mr. REY. No. I think the appraisal process outlined in the yellow
book is well enough known so that we are not having problems lo-
cating certified appraisers.

One of the problems we nay be experiencing in some areas, how-
ever, is that applying the yellow book standards, as both the GAO
and the OIG said we should, is decreasing the value of the ease-
ments that we are purchasing. So the amount that we are offering
to farmers is less than would otherwise have been the case had we
stayed with the previous system.

But that overpayment, as the OIG and GAO considered it, was
a bone of some contention. So it may be we are getting some farm-
ers backing away because the incentive we are offering isn’t as big
as it once was.

Mr. HOLDEN. Finally, Mr. Chairman, before my time expires, Mr.
Secretary, as you well know, there has been flooding in the Mid-
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Atlantic and Northeast in June. Is there any emergency conserva-
tion funding that has been on the way there to help out?

Mr. REY. There is nothing in the Emergency Watershed Protec-
tion Program at present. There is, however, money in the Senate
version of the fiscal year 2007 agricultural appropriations bill that
is devoted to that purpose. I think it is about $53%2 million ear-
marked for recent flooding in New England, New York and Penn-
sylvania. Assuming Congress enacts that legislation, we will put
that money to good use.

Mr. HOLDEN. Unfortunately it will probably be after the election.

I will yield back, Mr. Chairman.

Mr. Lucas. The Chair turns to the gentleman from Texas, if he
has any questions.

Mr. CUELLAR. Thank you, Mr. Chairman.

Mr. Secretary, I was looking at your written testimony on page
2 where you talk about new programs, new rules. Basically if we
pass some legislation, then, of course, you have to develop the
rules, you have to publish those program rules, you have to com-
plete the companion policy guidance documents, you have to de-
velop the program manuals, you have to train and update your
workforce, and then, of course, you have to deliver that information
down to the consumer, the farmers and other folks down there.

My question is in order to make sure that when you look at all
the rules and all the regulations—I would like to have very effi-
cient Government. Are you all doing anything to actively reduce,
eliminate, modify any unnecessary rules that we shouldn’t have out
there?

Mr. REY. The short answer is yes.

One of the challenges that was presented by the 2000 farm bill
was to get the regulatory framework out fast enough to get con-
servation work done on the ground, and I believe we succeeded in
doing that.

Now, what we are doing is going back and looking at some of
those rules to see where we can do streamlining and add some effi-
ciencies. And some of those are indicated in my written statement
later on in the later pages. We just cleared yesterday a set of revi-
sions to the Farm and Ranch Lands Protection Program not only
to deal with the appraisal issue that Mr. Holden asked about, but
also to add some additional efficiencies as well, so that we are gain-
fully involved in a second round of looking at these regulations to
see where we can simplify and streamline them.

Mr. CUELLAR. Could I ask you a follow-up on that? Let us say
you had a pie that had 100 percent of all the rules and regulations.
In your effort or your endeavor to reduce those unnecessary rules
and regulations, what would you say you have done already, 5, 10,
15 percent? A rough estimate.

Mr. REY. Probably somewhere in the neighborhood of 15 percent,
12 to 15 percent, would be my guess. It varies from program to pro-
gram.

Mr. CUELLAR. What is your estimate to finish the rest of your
evaluation and elimination of any unnecessary rules and regula-
tions? Because I want to see efficiency in Government. I want the
yellow book test, which is something I support, the yellow pages,
I am sorry; certainly want to get rid of any duplication, unneces-
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sary rules. I certainly want to simplify paperwork. If you can put
it in one page instead of 10 pages, I would rather have that.

And certainly when you talk about grants, anybody that has
worked with grants will tell you it is one of the most challenging
jobs out there. And I have to understand that you have to have pro-
tection and checks and balances, but at the same time we have to
find that balance.

What would you tell me as to what sort of time frame you feel
that you can finish the other 85, 87 percent?

Mr. REY. Well, we are going to continue to work on that right
through your enactment of the next farm bill. So there are still ef-
forts that are under way and are going to continue to be under way
through this year and well into next.

We may come forward in our recommendations to you for the
2007 farm bill with some recommendations for streamlining that
we can’t achieve administratively, that will require future legisla-
tive authority to be allowed to do that.

But I think with the efforts that we have under way in efficiency
measures, that we are probably going to reduce some of the paper-
work by another 10 percent to—10 to 12 percent, between now and
the enactment of the next farm bill, and if the committee is dis-
posed to accept some of our recommendations about other statutory
authorities for streamlining, we can buzz past that threshold and
]};()ﬁ)efully continue on with the new authorities in the next farm

111.

There are many areas, though, like consultation with Fish and
Wildlife Service where endangered species are at issue, or consulta-
tion with a State historic preservation officer where there are cul-
tural resources involved, where we don’t have the authority to real-
ly streamline or simplify anything under existing law. So we will
have to make some recommendations to you about where we think
that might be modified.

Mr. CUELLAR. Mr. Chairman, I would ask for you and the com-
mittee and, of course, our staff to certainly work with the Sec-
retary. I know it is a very difficult issue, but if you do the math,
12 to 15 percent, and then by the next time we do the farm bill
might be another 10 percent. It means we certainly do a lot of
work. So whenever you do that, I will be ready to work with the
committee, to work with the Secretary to reduce that paperwork re-
duction and give them any authorities that they need to get the job
done. Thank you very much for your work.

Mr. Lucas. Gentleman’s request is meritorious.

We turn now to the gentlelady from South Dakota. Thank you.

Ms. HERSETH. Thank you, Mr. Chairman. Thank you for having
this hearing today. I think it is very beneficial for us to supplement
our field hearings across the country, one that will occur in South
Dakota on Monday with a focus on livestock producers and con-
servation programs. And I appreciate the testimony and leadership
of our witnesses today.

I was just in Miller, South Dakota, and some the folks that work
with you, both with FSA and NRCS, joined us for a tour of the very
severe and devastating drought conditions that are plaguing a good
part of South Dakota, really the whole State, but most severely, ac-
cording to the drought monitor, the exceptional drought conditions
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we have in north and central South Dakota. And I appreciate the
working relationship that we have had with both of you and with
our FSA folks in particular to work out some of the initial confu-
sion that may have existed in opening up some of the CRP acres
and how that has been extended within 150 miles of those des-
ignated and eligible counties.

But let me direct my first question to Mr. Rey. What programs
within NRCS or under your purview as Under Secretary can you
identify that might be tapped to assist farmers and livestock pro-
ducers to deal with severe weather events like drought, and what
additional authorities do you think might be helpful? And the ques-
tion to both of you is have you started to engage in discussions
about the need for a permanent disaster program in the next farm
bill? And do you think that would be helpful to sort of have some
automatic triggers here, working with our State technical commit-
tees, of course, as we have done for the recommendations to FSA
in opening up CRP acres?

Just wondering again what might be available in addition to the
ECP funds that become available—however, there is a need for
more—dealing with some of the confusion that results when we
have to on an ad hoc basis, year to year, season to season deal with
drought conditions, and how we might be able to utilize and find
some flexibility within the CRP program to assist livestock produc-
ers.

Ms. LASSETER. Within FSA, of course, we have the ECP fund
when they are available; the Emergency Loan Program, the NAP
program, which is a Noninsurance Crop Disaster Program, Emer-
gency Hay and Grazing Opportunities and the Managed Hay and
Grazing Opportunities. So those are the programs that are cur-
rently available when the circumstances warrant those come in, as
we have worked with you with the hay and grazing most recently.

In regard to disaster programs, certainly the Secretary has held
listening sessions, and those comments are being put together, and
we are willing to provide information and work with Congress on
the next farm bill development.

Mr. REY. With regard to NRCS, you have asked about extreme
weather, so that means both too much rain and too little. When it
is available, we use Emergency Watershed Protection funds to deal
with the aftereffects of flooding, and we use EQIP, the Environ-
mental Quality Incentive Program, to provide some assistance to
farmers in drought situations.

Ms. HERSETH. Just to follow up, can you share with me and re-
mind me what, if anything, the Secretary heard at some of these
listening sessions about proposals or ideas about a permanent dis-
aster assistance program built into the next farm bill?

Mr. REY. To my recollection, that wasn’t a major issue of discus-
sion, although it is something that we are reflecting on, and that
may have been in part because most of our listening sessions were
in the fall last year, and there were somewhat less areas effected
by drought at that moment in time than is probably presently the
case. But I don’t think that we got a lot of dialogue on more perma-
nent disaster relief measures as compared to a number of other
things that we heard about in the rural development conservation
areas and also in the area of new entries into agriculture.
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Ms. HERSETH. My time is almost up, so I will follow up with one
additional question for Ms. Lasseter. The NAP Program came up
in my conversations with the folks that I toured these drought
areas with on Sunday, and there was some sense of that it wasn’t
all that helpful; they didn’t find it to be the most effective program
in part because of the yields or the determinations of how much
coverage they could actually get for grass and pasture.

Can you give me some thoughts on how effectively you think the
NAP Program has worked for producers across the country and
whether or not we need to look at modifications or looking at how
we supplement that program through reforms to the Crop Insur-
ance Program?

Ms. LASSETER. To be honest with you, I am not prepared to talk
the details of NAP with you, but I will be glad to get my staff to
put together any information you would like to have on the NAP
Program.

Ms. HERSETH. I would appreciate it, because I would like more
information from your perspective nationwide how it has worked
for producers, because, again, I got the sense, at least in these
counties that I visited recently, that wasn’t something people found
that they could utilize very effectively. And it would be nice to get
some more details from your perspective how it might be working
elsewhere, and what might be the reasons it might be utilized, and
how we might go about modifying that.

Thank you, Mr. Chairman.

Mr. Lucas. Thank you. The subcommittee is extremely pleased
to have both the chairman and the ranking member from the full
committee here today. We are finishing our first round of questions
on the panel. Would the chairman have anything he would like to
state or question?

The CHAIRMAN. Thank you, Mr. Chairman. I appreciate you hold-
ing the hearing. If I may, I will defer to my colleague from Min-
nesota that just arrived.

Mr. Lucas. Mr. Ranking Member.

Mr. PETERSON. I am glad to be here, and I won’t delay proceed-
ings, because I don’t know what has been asked.

Mr. Lucas. Fair enough, Mr. Ranking Member.

And with that, I think since we have a very elite and focused
group of committee members here today and such an outstanding
panel, I would like to ask a couple more questions, and if any of
my colleagues do, we certainly can pursue that.

But for a moment, Secretary Rey, back to the CSP question
about the cost. If we were to provide enough resources to make it
available to everyone, that $9 to $10 billion number you used,
would that be per year?

Mr. REY. Correct.

Mr. Lucas. So over the course of a 5-year farm bill potentially,
if it was fully implemented, $45 to $50 billion for a 5-year cost
number—making sure I understand.

Mr. REY. Correct. That assumes we implement it in the fashion
of the current regulations.

Mr. Lucas. In the fashion of the current regulations. And that
would include the TA cost of implementing the program?
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Mr. REY. That is part of the estimate, although we would have
to remove the statutory cap on TA that exists in the current farm
bill, obviously, to deliver a program of that size.

Mr. Lucas. Exactly. Administrator, for a moment, you men-
tioned, as we are all aware, of course, the initial enrollment in the
mid 1980’s, reenrolled in the mid 1990’s, now coming up, and in-
stead of a giant enrollment, we are breaking this up into smaller
periods of time. Could you visit with me for a moment about the
criteria for determining what is 2-year and 3-year and 4-year? How
did we break up this substantial block of CRP into smaller units?
What was our decision about which should come out, or contract
for shorter periods and which would get longer? How do we deter-
mine that?

Ms. LASSETER. I am going to talk about the difference in reenroll-
ment and extensions, and if I need support from my staff behind
me, I hope that will be OK.

The reenrollment is a new contract where it is a 10- to 15-year
period, and updated rental rates apply.

The difference between a reenrollment and extension, an exten-
sion is 2- to 5-year contract. It is the same contract with no update
to the provision.

Bob would you like to

Mr. Lucas. T would be most pleased if—yes. Tell us, Bob, how
did we decide what should be extended and what should be re-
enrolled or given the option to reenroll?

Mr. STEPHENSON. For each year that those contracts were expir-
ing, we took the entire group, and when we initially enrolled them,
we collected a series of environmental data that we used to rank
them at the time. We used that same data, and we broke them up
into 5 equal groups, the top group——

Mr. Lucas. Equal group in number of acres or——

Mr. STEPHENSON. Equal group in number of acres. We—the top
group——

Mr. Lucas. And the reason I asked this, I am fixing to do town
meetings in western Oklahoma, and I promise you I will get to ex-
plain this.

Mr. STEPHENSON. And the top group on each sign-up or each
year of expiration got a new contract. The next group, the next 20
percent, got a 5-year extension; next group, 3-year extension; and
our next group, 4-year extension; then a 3-year extension; and then
the lowest 20th percentile got a 2-year extension.

Mr. Lucas. So the lower environmental score, the shorter the
term and the extension or——

Mr. STEPHENSON. Correct.

Mr. Lucas. And the extensions now for the 2 years will expire
when? Remind me.

Mr. STEPHENSON. They will begin to expire in 2009.

Mr. Lucas. In summer 2009 probably.

Mr. STEPHENSON. September 30 of that year.

Mr. LucAs. And when my constituents say to me, Congressman,
I wound up in that first 20 percent, my contract is going to expire
on the 30th of September 2009. Does this mean, Congressman, that
because of my score I will probably never get back in? I will look
them in the eye and say what?
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Mr. STEPHENSON. You can tell them that depending upon what
the new farm bill says, they will probably have some opportunities
to make their offer more competitive.

In the past they have been able to do that by adopting wildlife
covers that have been more beneficial for wildlife. The more bene-
ficial for wildlife, the more points you get. They also can make
their offer more competitive by only offering the most highly desir-
able land in the program rather than whole fields. And then the
other thing they can do is be willing to accept less than the amount
we are willing to pay, and they will get credit for that, too.

Mr. Lucas. Thank you.

An())r of the subcommittee members have any additional ques-
tions?

Mr. HOLDEN. In your opening statement you mentioned some-
thing about the CRP with biofuels, and the timing of that is pretty
good. The chairman and ranking member just had a hearing in the
ranking member’s district in Minnesota, and we had a very inter-
esting hearing and a good working session the next day talking
about all the opportunities we have in agriculture, ethanol, and
soybeans, and switchgrass, and even alfalfa was brought to our at-
tention. And as we tried to figure out how much money is going
to be on the table and what we can do for energy independence,
it was interesting to hear you mention on the conservation side. So
I wonder if you would elaborate to what you had in mind in there.

Ms. LASSETER. Well, my staff tells me that we have the authority
to harvest CRP acreage for biomass production under the Managed
Hay and Grazing provision, and switchgrass on CRP is used for
biomass.

Mr. HOLDEN. Mr. Chairman, I notice that is the ranking mem-
bﬁr’s cup of tea, so he might want to ask further questions about
that.

Mr. PETERSON. What is the current status—thank you, Mr.
Holden—the EBI—as I understand it, if you plant switchgrass, you
don’t get very many points. I was hunting in a place where they
had a beautiful stand of switchgrass, and the only way they could
get in was to plow up that switchgrass and plant some kind of na-
tive stuff with flowers that somebody wanted that they knew would
not grow, and that is what ended up happening. They plowed up
the switchgrass, planted other stuff. It didn’t grow, but ended up
being weeds, but they got into because it did that.

Is that still the same situation, or is the switchgrass—you prob-
ably get more points for planting this songbird mix than you do
switchgrass. Is that true?

Ms. LASSETER. My staff tells me that is true for switchgrass, that
you get less points, but they are looking to change that for the next
sign-up.

Mr. PETERSON. When you say they are looking to change it, what
is the process? What are you doing, and what would be the time
frame and so forth?

Mr. STEPHENSON. Here very soon we are going to be looking at
the environmental benefits index we used for the last sign-up to
see if we want to make any changes.

One of the changes that have already been identified that has
come to mind is looking at whether we could use the benefits index
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to support biomass production. We haven’t started that review yet,
but it will occur this summer.

Mr. PETERSON. How long will that take?

Mr. STEPHENSON. From my little world, my perspective, I would
like for it to be finished by this fall, September, October, that time
frame.

Mr. PETERSON. So you would have some information for us before
we are into the next farm bill?

Mr. STEPHENSON. I am sure, well, we would announce it for the
next general sign-up, whether we

Mr. PETERSON. You have the authority to make these changes?

Mr. STEPHENSON. Yes.

Mr. Lucas. If the ranking member would yield, sounds like a
hearing all in itself on that one point.

Mr. PETERSON. When will the next sign-up be?

Mr. STEPHENSON. We have not announced that yet, but there is
one in the budget scheduled for the next fiscal year.

Mr. PETERSON. Thank you.

The CHAIRMAN. Thank you, Mr. Chairman. I think that is a ex-
cellent observation. I would encourage you to do just that. I think
we should use—we could use a whole hearing on this issue.

Just to follow up a little bit on Mr. Peterson’s question, is it your
intention, too, that this land would produce various types of bio-
mass and remain in the conservation program or be taken out of
the conservation program for that purpose?

Mr. STEPHENSON. That is an interesting hypothetical. I suppose
for us to be able to support it, in some regards we—and I am not
an authority by any means, but from what I understand, they need
some additional financial support at the beginning to make a go
and to make it viable.

If there was no CRP contract there, we would not be in a position
to provide that support. So that suggests to me we would look at
ways under the contract to see how we could support biomass,
biofuels.

The CHAIRMAN. And you think that could be done to encourage
the use of that land and still participate in conservation?

Mr. STEPHENSON. I think we are prepared to take a look at it to
see how CRP can do that and if it can. It may not, but we want
to look at it to see.

The CHAIRMAN. Ms. Lasseter, has the Department done any
studies on the economic impact of significant cropland being put
into the CRP in a particular community?

Ms. LASSETER. Not that I know. I will have to ask Bob.

The CHAIRMAN. Do you have any—what impact it has in that
particular area?

Mr. STEPHENSON. In the 2002 farm bill there was a requirement
for the Department to prepare a report on the impacts of enroll-
ment in CRP on local communities. The Economic Research Service
last year, I believe in the past few months, has published a report
that addresses that question.

Ms. LASSETER. We can make that available for the record.

The CHAIRMAN. Mr. Chairman, I do have one other question I
want to ask, but we are in the process of formulating it, so if other
Members have questions, it might allow me
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Mr. Lucas. Mr. Peterson.

Mr. PETERSON. I spent a fair amount of time with these folks
that are experimenting on switchgrass. Some people are growing it,
and from my understanding, there is not a great supply of seed
available. And apparently it takes different kinds of seed depend-
ing on where you are in the country and what your soil is and so
forth.

Are you going to take that into account? Because I hopefully
wouldn’t get into a deal where we ended up driving up the price
of switchgrass seed 20 times what it is today because when we
switch to these native grasses, there was a shortage of seed, and
it got out of control.

And they are working on this stuff, but they tell me they don’t
have enough seed to plant a significant amount.

Mr. STEPHENSON. We do try to work with the seed trade, and you
are right, there is sometimes disruptions caused by some of our ac-
tions, at least temporarily.

I think we would be happy if there are people, experts that have
been talking to you, we would be happy and excited to talk to them
so we can learn and glean.

Mr. PETERSON. I know of four places that there are ARS sci-
entists that are actually growing switch grass, a couple of places
they have been growing it for 5 or 6 years. They have got a fair
amount of information. But those same people were concerned that
if we did something to create any significant sized program it may
cause a problem. When I talk to them again, I will mention that
maybe they should try to connect up with you guys.

Mr. Lucas. Mr. Chairman.

The CHAIRMAN. Thank you, Mr. Chairman.

Under Secretary Rey, this may come at you a little from left field
but when you saw Mr. Umbergamo come into the room you prob-
ably realized that I wanted to talk about another type of conserva-
tion issue and that is forestry. When we wrote the last farm bill
we intended the EQIP program to reach the Nation’s over 9 million
forestland owners. I wonder if you can tell me whether you feel
they are getting adequate attention and cost share in the EQIP
program.

Mr. REY. I think the rate of participation among forestland own-
ers is increasing but it has been some time in the development.
Part of that is training our folks to look more broadly at the oppor-
tunities for cost-sharing practices on forestlands under EQIP. Part
of it is attracting the interest and the attention of the forestry com-
munity; and part of it is having the forestry community active and
involved and at the table with our State technical committees as
they have talked through what kinds of priorities they want to try
to recommend to us on a State by State basis should be.

So it is happening. It is not happening as fast as some forest in-
terests would like, but there are some States—for instance, a State
like New Hampshire, where the forestry community has been pret-
ty active and engaged and are acquitting themselves pretty well in
accounting for a substantial amount of EQIP spending.

The CHAIRMAN. Do you feel that forestland owners are aware of
the possibility of participating in the EQIP program, or do they
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think that is simply something that is not available to them but
only available for agricultural—

Mr. REY. I think it varies from State to State and it is a function
of how active our State and area conservationists have been in pro-
moting those opportunities; and it is also a function of whether
there is a vibrant and active State Forestry Association that has
identified that as an opportunity and pursued it. The one thing
about EQIP is that we have large backlogs, so to some extent we
do not have to go out and find problems. They find us. But we have
been making an effort to try to reach out to the forestry community
to explain to them that there are opportunities here.

The CHAIRMAN. The other question I have relates to the Hurri-
cane Katrina disaster. As you know, we provided $550 million for
the Emergency Forestry Conservation Reserve Program in response
to the hurricanes last year. I know the most recent emergency sup-
plemental included language instructing you to give equal weight
to pine and hardwood sites. And I am curious as to whether you
have issued additional guidelines to the field as a result of this lan-
guage and whether this has delayed the sign-ups for the program.

Mr. STEPHENSON. We have implemented the language and it did
delay sign-up for 3 to 4 weeks. However, we have since started
sign-up. It began July 17.

The CHAIRMAN. And you feel that it is going well now?

Mr. STEPHENSON. Actually the very initial data is a little bit
slow. However, since this is land that not normally would have
been in FSA records, they have to go through a process of loading
all the basic farm records in the system before they can get to ap-
plying for EFCRP.

All indications are, beginning next week we will begin to see
some significant increases in interest.

The CHAIRMAN. Thank you, Mr. Chairman.

Mr. Lucas. Thank you, Mr. Chairman. I believe the gentleman
from Kansas has a question now.

Mr. MORAN. Mr. Chairman, thank you very much.

Administrator, I would like to compliment FSA in their efforts in
regard to haying and grazing. We are experiencing a significant
drought in Kansas and much of the high plains, and I am com-
plimentary of FSA both at the county and State level but also here
in Washington, DC, and I appreciate your assistance in that re-
gard. I think the timing was better than it has been in some years
in which we were able to provide this opportunity for initially a
grazing, and now haying, much earlier than previously we were
able to do, and the reduction in the penalty from 25 percent to 10
percent is a significant benefit. I just want to express that to you.

I had a conversation with members of your staff this morning in
regard to the 150 miles and a couple of pockets in which we have
one county that is surrounded on all four sides and it has not yet
been accepted. And I appreciate the potential flexibility that we
learned about today so my compliments to FSA and I thank you
for that.

Mr. Secretary, I want to talk to you just a minute about EQIP.
I have a copy of a letter that my constituent sent me, and the basic
crux of the letter is that he is telling me that he applied for EQIP
program funding back in January 2006 for no-till farming. He was
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denied his application because he had used no-till farming practices
in his farming operation previous to that. He then had a conversa-
tion with his neighbor, and his neighbor applied for EQIP funding
for no-till farming and his neighbor was accepted. So his point that
he raises to me is about the inequity of one neighboring farmer to
another in the enrollment process.

Is this a topic of conversation within the USDA, the Department,
and anything that we ought to be doing to help to accommodate a
level of fairness? And I have discovered this in both EQIP and
CSP, particularly where a farmer tells me my neighbor is in the
CSP program. He is getting benefits that I am not. We go to the
same land auction. We are competing for land. He has got a better
financial ability to succeed at that auction than I do, and now I am
hearing this in regard to EQIP. One neighbor in, one neighbor out.

Mr. REY. Well, the difference in CSP may well involve one neigh-
bor being in one of the targeted watersheds.

Mr. MoRAN. That is a watershed issue.

Mr. REY. Right. And one not. So that goes to the issue the chair-
man raised with us earlier.

Mr. MORAN. Which I assume you would tell us is a funding
issue?

Mr. REY. Correct.

Mr. Lucas. For $9 million we can fix that.

Mr. MoORAN. I want to give the chairman an opportunity to ex-
press his thoughts one more time.

Mr. REY. It is a funding issue and it is a priority issue. The wa-
tersheds that we picked, we picked because there are environ-
mental priorities associated with installing the CSP program with-
in those watersheds. The inequity in EQIP is one I would like to
look into a little bit more deeply, because I think the short answer
is probably neither of those owners should have gotten EQIP
money if they were previously involved in no-till farming.

Mr. MoORAN. I do not have any names here.

Mr. REY. But you may have disadvantaged one constituent in
trying to help another. Because the way we look at it generally is
that EQIP is remedial and CSP is for ongoing work. So if these
were in CSP watersheds, they would have been eligible for CSP
funding for the continuation of no-till. But we would not normally
fund no-till if it is already being done.

Mr. MoORAN. We may explore this a bit further with you with
blacked-out portions of the letter.

Mr. REY. We can redact the names to protect the innocent.

Mr. MORAN. Thank you, Mr. Chairman.

Mr. PETERSON. Mr. Chairman, can I follow up on that?

Mr. Lucas. Yes, Mr. Ranking Member.

Mr. PETERSON. I am getting reports that there are people that
are taking grassland, spraying it with Round Up, planting no-till
soybeans and establishing base acres. Is that going on?

Mr. REY. I have not heard that but we can look into it.

Mr. PETERSON. You haven’t heard it. I mean, I have heard it for
3 or 4 years, and we had an issue with people doing this and then
establishing a base and then putting it into CRP once they got the
number of years. We changed that, and I think we largely stopped
that happening. But there is still a fair amount of land that is get-
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ting broken and some people tell me that they are not really ex-
pecting a crop. They are getting payments and they are getting
crop insurance for one thing or another. I do not know for sure ex-
actly what is going on there, but you might want to check into it.

Mr. REY. I have not heard that with respect to CSP but we can
check into it.

The CHAIRMAN. If the gentleman would yield. The gentleman’s
comments were a little redacted, too. You might want to share
afterwards the States that we have heard that information from.
I do not know whether there is truth to them or not, so I do not
want to cast any aspersions.

Mr. Lucas. I am just sure it is not Oklahoma.

Mr. PETERSON. It could be.

Mr. Lucas. The Chair now turns to the gentleman from North
Carolina for a more pleasant subject.

Mr. ETHERIDGE. Thank you, Mr. Chairman, I hope it is.

I will be very brief, Mr. Rey. I had a question related to EQIP
because obviously we know EQIP was about producing non-point
pollution and helping impaired watersheds and really eliminating
groundwater contamination where we can, and ground conserva-
tion, water resources, et cetera, et cetera.

But my question is a little broader and I am sure part of it has
to do with funding, but some of it we may need to explore a little
later in detail because in my State, in addition to being North
Carolina, we have an awful lot of land that would fit that. We also
have a large concentration of livestock, poultry, pork, some beef
and dairy.

My question is, as we look to the new technologies, and in a lot
of cases the new technologies are far better than the current tech-
nologies, but we are not currently recognizing that with the grants
that we make or the matching funds—which means if the producer
would move to the new technologies, it may cost a little more, the
benefit would be substantially greater. But our EQIP funding does
not yet recognize that.

We recognize the lower level of technology which means for the
farmer or the producer out there, what they are going to use, the
one they get the most money on for the product. And if we raise
that a little bit, all of us would benefit and we would save substan-
tial money.

I recognize that is probably a funding issue, but I think that is
something I would like to explore further because I think it makes
a lot more sense to be able to move their new technologies, espe-
cially in some of these areas where there are blocks, and we may
need to find a way to help really advance the pollution issue in
quantum leaps.

Mr. REY. At present over 60 percent of EQIP goes to livestock
problems and we fund a lot of waste storage facilities and nutrient
management plans. We try to in EQIP deal with proven tech-
nologies so that we are spending the money as wisely as possible.

We do, however, have other programs through the Conservation
Innovation Grant Programs and a couple of others to facilitate new
technologies. We have given out $60 million over the last 3 years
in conservation innovation grants. We have funded new methane
digesters and technologies of that sort.
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So sometimes it is a matter of matching the problem to the pro-
gram. And I think as far as new technologies that are not yet
broadly established, the Conservation Innovation Grants Program
is the place where we have been steering producers, as opposed to
EQIP where we are trying to broaden as much as possible the use
of already proven technologies.

Mr. ETHERIDGE. I appreciate that and I look forward to meeting
with somebody from your staff to follow up with that, if we could,
and share that with our folks.

Thank you, Mr. Chairman. I yield back.

Mr. Lucas. There is one additional question from the gentle-
woman from South Dakota.

Ms. HERSETH. Thank you, just a quick question.

Ms. Lasseter, I have heard a few questions raised by a few cattle
producers in South Dakota targeted in just a few counties so far
about the generous incentives to entice landowners to enroll acres
in the CP-30 practices under the CRP program, and, because of
these incentives they claim that grazing land has become very
scarce in certain parts of eastern South Dakota. Have you heard
any similar concerns, and do you think the incentives in the pro-
gram are too generous?

Ms. LASSETER. No, I have not heard the concerns. I would have
to ask my staff if they have, but our data does not show that South
Dakota rental rates are above the market rate. And certainly they
should not be. They should be at the market rate but not exceed
the market rate. So if you would like for us to work with you to
review these rates and get more information, that can certainly be
adjusted.

Ms. HERSETH. I appreciate that. Thank you.

Mr. Lucas. Seeing no other questions, the Chair wishes to thank
the Secretary and the Administrator for their participation today
and to note that there is a very intense level of interest in this sub-
committee, and obviously with both leadership, Ranking and the
chairman, we intend to help you do the good things that you are
attempting to do. Thank you.

With that I would like to invite our second and final panel to the
table. Mr. Bill Wilson, president of the National Association of Con-
servation Districts, from Kinta, Oklahoma; Mr. David Nomsen, vice
present of government affairs, Pheasants Forever, Incorporated,
Garfield, Minnesota; Mr. Dale Schuler, president, National Associa-
tion of Wheat Growers, Carter, Montana; Mr. John O’Keeffe, cattle
producer, National Cattlemen’s Beef Association, from Oregon; and
Judy Schwank, county commissioner, county of Berks, Reading,
Pennsylvania.

Whenever all of are you ready and seated we can begin.

STATEMENT OF BILL WILSON, PRESIDENT, NATIONAL
ASSOCIATION OF CONSERVATION DISTRICTS, KINTA, OK

Mr. WILSON. Mr. Chairman, thank you for inviting the Conserva-
tion Districts to be able to present our view on the current con-
servation title of the farm bill and how it is working and where we
see some problems. Before I go any further, I want to congratulate
you, Mr. Chairman, on your successful election 2 days ago back
home in Oklahoma in the primary. It was good numbers.
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Mr. Lucas. I still have the general, but yes.

Mr. WILSON. I know you still have the general, but we got past
the primary. But let me get into the testimony, and you have my
written testimony, so I just want to kind of highlight that and
hopefully we can get into some discussion.

Certainly our members up here at NACD are not telling us that
there is any need for any broad expansion program-wise in another
farm bill. We are happy; and who would not be? It would be foolish
for us to say we are not happy with the outcome of the 2002 farm
bill with the unprecedented increases that we saw in that conserva-
tion title. So my members are very happy. That is not to say that
they do not recognize some problems in program delivery and some
areas where we perhaps could improve, but we are hoping that in
the next farm bill that we can hold something close to the author-
ity that we have in the current farm bill, and we would like to see
those programs fully funded through the appropriations process
which we recognize this committee has little control over. But cer-
tainly the conservation title has grown a lot, and we appreciate the
efforts of this committee and you, Mr. Chairman, and you, Mr.
Ranking Member, in your leadership.

We have seen—and I might talk just a little bit about your State
and mine, Mr. Chairman, just as an example; but one of the good
results of the 2002 farm bill, in addition to the programs, was an
increase in technical assistance funding to our State. It rose from
a little over $24 million in 2001 to a high of almost $34.5 million
in 2004. And through July 13 of this year, Oklahoma has been allo-
cated almost $31 million for technical assistance. And certainly we
appreciate your efforts, and my members in Oklahoma made sure
that I would thank you for working with Chairman Bonilla on the
Appropriations Committee with some problems that they had ear-
lier in the year. And as Mr. Rey addressed, there have been im-
provements in that area. So I extend the thanks from back home
for your efforts in that.

Beyond that, my members really look at the working lands. We
are strong supporters of CRP, the Grasslands Program, but we
would like to see as much emphasis as possible put on the working
lands. We know that in fact there are more acres of wildlife habitat
on working lands than there are on the set-aside lands, and we
think that is an important part we should look at.

Since you talked about CSP in your opening remarks, Mr. Chair-
man, in my remaining minute and a half I would just like to say
that CSP, in our view, is a good program. The problem is the agen-
cy was slow in getting the rules out and the implementation has
been somewhat sporadic. And the watershed issue aside, in some
watersheds NRCS staff have done a good job, in our view, of imple-
menting the program, and in some watersheds not so good of a job.

I would suggest to you in our home State this year, we have an
example that can be used all across this country for a successful
implementation of CSP in a watershed, and that is the Poteau
River watershed in eastern Oklahoma where we saw—I believe it
was 434 contracts came out of that effort, and it was really largely
because the NRCS staff at the grass-roots field office level, working
with the conservation districts, made the program work. They saw
that there were problems in some other areas. We have some ex-
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amples in Oklahoma where it has not worked as well. But in that
particular watershed, I am proud to say there that we do have a
good example. And there are others in the country that we are
aware of, Missouri, Minnesota, and there are probably some we are
not aware of where successful implementation has actually oc-
curred.

So we would like to encourage the committee to not abandon
CSP, but let’s take a very serious look at how we can improve im-
plementation of that program, and obviously we will not be able to
come up with $9 million a year. I do not think we will support that
number, but I am not sure that has to be that number for it to
make a successful program.

So with that, Mr. Chairman, I thank you again for being here
and I hope we get into some discussion.

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

Mr. Lucas. Thank you, Bill.

David, whenever you are ready.

STATEMENT OF DAVID E. NOMSEN, VICE PRESIDENT, GOV-
ERNMENT AFFAIRS, PHEASANTS FOREVER, INC., GARFIELD,
MN

Mr. NOMSEN. Thank you, Mr. Chairman. It is a pleasure to be
here this afternoon. My name is Dave Nomsen. I am the vice presi-
dent for governmental affairs for Pheasants Forever.

Let me first say, Mr. Chairman, I want to thank you and the
many other members of the committee for coming to southwestern
Minnesota last weekend. I enjoyed the opportunity to visit with
many of you and I hope you got to see a part of the country where
it is my view that conservation programs are very much working
hand in hand in harmony with agriculture and farmers and land-
owners in that area.

I reside in Garfield, Minnesota, and I appreciate the opportunity
to be here today to offer these shared views on behalf of many of
our Nation’s leading wildlife conservation organizations. The
groups that I represent today include the Archery Trade Associa-
tion, the Association of Fish and Wildlife Agencies, Bear Trust
International, Bowhunting Preservation Alliance, Campfire Club of
America, Congressional Sportsmen’s Foundation, Delta Water Foul
Foundation, Ducks Unlimited, Isaac Walton League of America,
North American Bear Foundation, North American Grouse Part-
nership, Pheasants Forever, Quail Forever, Quality Deer Manage-
ment Association, Safari Club International, Texas Wildlife Asso-
ciation, Theodore Roosevelt Conservation Partnership, and
Whitetails Unlimited.

It is our view that the conservation title of the 2002 farm bill
represented the most comprehensive array of conservation pro-
grams ever enacted in conjunction with Federal farm legislation.
We recognize and appreciate the strong support from you, Mr.
Chairman, and your subcommittee in providing for this authoriza-
tion.

Allow me to talk briefly about several of our favorite programs.
First is the Conservation Reserve Program. CRP is currently cele-
brating 20 years of success as this Nation’s and USDA’s most suc-
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cessful conservation program. It has been a documented success for
wildlife, and the program is responsible for in excess of 15 million
pheasants and 2.2 million water foul produced annually. It is popu-
lar with farmers and landowners.

I have appreciated listening to the discussion we have had this
afternoon, and feel I should offer the view that since 1996 when
CRP was reauthorized, it became a much more targeted program.
And it is our view that CRP is very much a working lands pro-
gram. The Conservation Reserve Program works for farmers and
landowners, it works for wildlife and the environment, and it works
for society as a whole. We support continuing the vast documented
benefits of CRP and urge reauthorization of 45 million acres.

The Wetlands Reserve Program has been a program that has
seen incredible demand and support since reauthorization in 2002,
and it is one of our favorite programs. It restores and protects wet-
land habitats, provides significant wildlife habitat. It has seen
strong demand by landowners, and we support enrollment of
250,000 acres per year.

The Wildlife Habitat Incentives Program authorized in the 1996
bill and funded in 1998, a program administered by NRCS, helps
landowners promote healthy wildlife populations by developing up-
land, wetland, riparian and aquatic habitats. We feel the program
is particularly valuable in States in the Northeast where land val-
ues and acreages in working lands render other conservation pro-
grams less applicable in those situations. We have supported WHIP
at $100 million annually during negotiations over the 2002 billion
bill.

We are also strong supporters of the new Grasslands Reserve
Program. We thank you for your leadership, Mr. Chairman, in put-
ting that particular program in place. We see it as a real oppor-
tunity to work with ranchers toward our common interests of pro-
tecting wildlife and conservation on working farms and ranches,
and we urge that that program be continued and receive additional
funding.

Several other issues I would like to mention very briefly. The
first is the issue of land conversion. We are concerned about the
continuing conversion of lands, especially 