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HEARING TO REVIEW U.S. AGRICULTURE
POLICY IN ADVANCE OF THE 2012 FARM BILL

FRIDAY, APRIL 30, 2010

HOUSE OF REPRESENTATIVES,
COMMITTEE ON AGRICULTURE,
Des Moines, IA

The Committee met, pursuant to call, at 1:00 p.m., at the Iowa
State Fair Grounds, Penningroth Sale Center, Des Moines, Iowa,
Hon. Collin C. Peterson [Chairman of the Committee] presiding.

Members present: Representatives Peterson, Boswell, Herseth
Sandlin, Costa, Lucas, and King.

Staff present: Nicole Scott, Pelham Straughn, John Konya, Keith
JMone}sl, 1Alésnne Simmons, Robert L. Larew, Lisa Shelton, and Jamie

itchell.

OPENING STATEMENT OF HON. COLLIN C. PETERSON, A
REPRESENTATIVE IN CONGRESS FROM MINNESOTA

The CHAIRMAN. Well, thank you, Chairman Boswell for inviting
us to your city and we appreciate your leadership on the Com-
mittee. Chairman Boswell is Chairman of our General Farm Com-
modities and Risk Management Subcommittee. He does a great job
for us and we appreciate his work, we appreciate being here in his
district.

This hearing of the Committee on Agriculture to review U.S. Ag-
riculture policy in advance of the 2012 Farm Bill will come to
or(cller. And good afternoon to everybody. I thank you for joining us
today.

We're glad to be here, as I said, in Des Moines to hear from area
farmers and ranchers about the issues facing agricultural and rural
communities. As we demonstrated in 2008, the farm bill is about
much more than just farms. We continued the safety net that pro-
tects farmers and ranchers and provides the certainty that they
rely on to stay in business. We also made historic investments in
nutrition, conservation, and renewable energy, we began to re-
search rural development, fruits and vegetables and organic agri-
culture.

While traditional farm programs have a relatively small portion
of the funding, these programs are essential for the continuing suc-
cess of U.S. agriculture. We have a system of independent farmers
and ranchers working the land, and without the certainty the farm
bill programs provide, these farmers would not be able to get the
financing that they would need to put the crops in the ground.

I want to welcome our witnesses here today and thank them for
taking the time out of their busy time of year, to talk to us today.

(287)
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The farm bill hearings are the first step in the process of writing
the next farm bill. A bill this large that covers so many important
issues, takes a lot of time and effort to get it right. So, I am com-
mitted to the process as I was last time that it be open, trans-
parent, and bipartisan. So, for all those that are joining us here in
the audience today, I hope that you will also participate by sharing
your thoughts on the farm bill with us.

We have a survey posted on our Committee website, and I think
we have some cards around that have the web address on there
and so forth. So, anybody can have a chance to tell the Committee
about what’s working with the farm bill and what isn’t working,
any new ideas that they’d like us to consider for the next farm bill,
and we are also web-casting this hearing. I think that’s the first
time that that’s been done at a field hearing. So people around the
country that are interested will be able to join us today over the
Internet and follow this hearing.

[The prepared statement of Mr. Peterson follows:]

PREPARED STATEMENT OF HON. COLLIN C. PETERSON, A REPRESENTATIVE IN
CONGRESS FROM MINNESOTA

Good afternoon, and thank you for joining us for today’s House Agriculture Com-
mittee hearing. We are glad to be here in Nampa to hear from area farmers and
ranchers about the issues facing agriculture and rural communities.

As we demonstrated in 2008, the farm bill is about much more than just farms.
We continued the safety net that protects farmers and ranchers and provides the
certainty they rely on to stay in business. But we also made historic investments
in nutrition, conservation, renewable energy, research, rural development, fruit and
vegetable products, and organic agriculture.

While traditional farm programs have a relatively small proportion of funding,
these programs are essential to the continuing success of U.S. agriculture. We have
a system of independent farmers and ranchers working the land, and without the
certainty that farm programs provide, these farmers would not be able to get the
financing that they need to put a crop in the ground.

I want to welcome our witnesses and thank them for taking time out of this busy
time of year to talk to us today. These farm bill hearings are the first step in the
process of writing the next farm bill. A bill this large and that covers so many im-
portant issues takes a lot of time and effort to get it right, and I am committed to
a process that is open, transparent, and bipartisan.

For all those joining us today in the audience, I hope that you will also participate
in this process by sharing your thoughts on the farm bill with us. We have a survey
posted on our Committee website, and we have cards available today with that web
address so that everyone has a chance to tell the Committee about what is working
and what new ideas we should consider for the next farm bill.

We have a lot of ground to cover, so let’s get started.

The CHAIRMAN. We have a lot of ground to cover, so let’s get

started with the Ranking Member, Mr. Lucas, we’d appreciate a
statement from you.

OPENING STATEMENT OF HON. FRANK D. LUCAS, A
REPRESENTATIVE IN CONGRESS FROM OKLAHOMA

Mr. Lucas. Thank you, Mr. Chairman. I want to thank you for
calling these hearings and being so proactive in preparation for the
de{olate that we will have on future farm policy in the 2012 Farm
Bill.

We have an extremely difficult road ahead of us, but one thing
I do look forward to is listening to our producers. I get to hear from
my own producers every time I step in the coffee shop or the feed
store back home, or conduct my town hall meetings across the third
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district of Oklahoma. I think it’s vitally important to hear from
producers from a broad range of places that grow and raise a broad
range of products.

My goal for the next farm bill is simple. I want to give producers
the tools to help them do what they do best, and that is produce
the safest, most abundant, most affordable food supply in the his-
tory of the world. I think it’s extremely important to hear from
them about what is working, what is not working, what changes
we can make to the farm bill to allow it to work in a more efficient
fashion.

The 2008 Farm Bill was another investment in the future of
rural America, not only did we provide a viable safety net for pro-
ducers, but we also made substantial investments in conservation
and nutrition programs during a time of need for many Americans.
A lot of people do not realize, and some even forget, we should all
remember that 75 percent of the farm bill spending goes to nutri-
tion programs.

In addition to those investments, this Committee led by Chair-
man Peterson accomplished substantial reforms, especially in the
realm of payment limits. This is a fact that should not be forgotten
by those who always seem ready to attack our programs.

Last week during a hearing in Washington, I was concerned the
Administration’s priorities seemed to differ so greatly from my pro-
ducers’ priorities. There was barely a mention of the safety net,
conservation program, or any of the programs I hear about from
my producers. I think it’s imperative that Congress work together
with the Administration to come up with a workable solution for
the many problems our rural communities face, but first this Ad-
ministration must prove its commitment to production ag. I also
want to hear today about some impediments that you face when
you bring your crops to market, and see if we can help alleviate
some of those impediments.

I have serious concerns about the effect of an overreaching EPA
and what it will have on you. It seems every day the EPA is com-
ing out with a new regulation that makes it harder for producers
to make a living. Can we do something about those impediments,
or at least give you the tools that help mitigate some of the adverse
effects to these regulations?

With that said, I look forward to hearing from all of our wit-
nesses today and again, thank you, Mr. Chairman, for taking this
to the country.

The CHAIRMAN. We have—we normally have other Members sub-
mit their statements for the record, but today since we have other
distinguished Members from Iowa, we’ll recognize them for a brief
statement. Mr. King is a Member of the Committee. Did want to
welcome your constituents?

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

Mr. KiING. Thank you, Mr. Chairman.

I appreciate the opportunity to be recognized, and I thank you
for bringing this hearing to Iowa. You and Mr. Boswell teamed up
with my colleague to my left Tom Latham to help bring this hear-
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ing here to Iowa. And I'm proud to show off who we are here in
Iowa to the balance of the Committee.

I'm looking forward to the testimony from all the witnesses. 1
think we’ve come a long way in the last twenty or twenty-five years
in agriculture, and I've been able to be part of and witness a lot
of that, and I'm looking forward to the testimony of the witnesses.

And when I looked out of the plane coming in here, I had to look
down and it would seem odd not to see a lot of snow from the sky,
but it was nice to see fresh green grass, so thanks, Mr. Chairman,
and I will yield back the rest of my time.

The CHAIRMAN. Well, thank you very much, Mr. King, we appre-
ciate that.

We're also joined today, and I have some paperwork I have to
take care of here, Tom. The gentleman from Iowa, Mr. Latham, is
not a Member of this Committee, but is joining us today. I have
consulted with the Ranking Member, and we are pleased to wel-
come him to joining us in this hearing. Mr. Latham is not a Mem-
ber of our Committee, but we work with him on a regular basis be-
cause of his position on the Appropriations Committee; how that
interacts with a lot of what we do on the Agriculture Committee.

He’s, like 1 said, a good friend of mine and we work together on
a lot of things on a bipartisan basis. I think Mr. Lucas would say
the same.

Mr. Latham, we appreciate you being here. We would like to give
you an opportunity to say a few words, and I understand you have
some other commitments so you may not be able to be here the
whole time, but we really appreciate you making the effort to be
with us for a while.

STATEMENT OF HON. TOM LATHAM, A REPRESENTATIVE IN
CONGRESS FROM IOWA

Mr. LATHAM. Well, thank you very much, Chairman Peterson, it’s
strange to call you that. Thank you for allowing a lowly appropri-
ator to come and join the esteemed authorizing committee, and I
thank Mr. Lucas for also allowing me to be here. I wish he would
take that Oklahoma State jacket off, but anyway, we are very good
friends. Okay. Ken up there is an Okie guy.

Anyway, 1 really appreciate all the Committee Members being
here in Iowa. It is important to know, for Mr. Costa from Cali-
fornia, and for others, to understand what Iowa’s about. We are
very modest people here, generally speaking. I think it’'s somewhat
of our northern European ancestry, Lutheran like myself, we just
don’t brag much, but the fact that we’re blessed with abundance
here. We have 25 percent of the Grade A farmland in the world.
We’re number one as far as corn, soybeans, pork, and egg produc-
tion here. We are leaders obviously in beef, renewable energy with
ethanol, and used to make biodiesel. We have a remarkable place
here with the abundance like no other place in the world.

The reason I think it’s so important to have this type of hearing
this early is that we’re going to have tremendous challenges. As
Mr. Lucas said, they really shouldn’t call it a farm bill, they should
call it a food bill or a feeding bill because that’s where almost all
the money goes in a farm bill. We have a lot of challenges, obvi-
ously, with the new farm bill. The fact of the matter is the imple-
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mentation hasn’t occurred yet on the last farm bill in a lot of dif-
ferent areas, which is very frustrating for a lot of folks.

And there are some people, in the Administration, that want to
reopen the previous farm bill before it’s fully implemented, as far
as different aspects and payment limitations, things like that.
We're going to have a lot of challenges with climate change, the
idea of indirect land use, all of those things, the challenges we have
today with EPA and how they want to take over a lot more control
in agriculture. And that’s why this is a 900 pound gorilla, with the
budget deficit and what funds are going to be available for us to
write into the next farm bill.

The farm bill before the last one I thought was upside down be-
cause the whole discussion was on how much money was going to
be available, and then we found that out and tried to insert policy.
The last farm bill and the Chairman’s—I'm very grateful that the
way he did it was to put policy in place and have the money follow
it. That is the way this should be done, and that’s why this hearing
is so important today to start to get a grasp on what the real policy
things in varied type of budgets in the future.

So with that, thank you very much for the opportunity, and I
apologize I'm going to have to leave a little bit early, but thank you
very much, Mr. Chairman.

The CHAIRMAN. I thank the gentleman, for the statement and
thank you for being with us today.

So we’d like to welcome our first panel of witnesses. You've been
very patient coming up with us here, being part of the process, I
think you all have been through it before: Mr. Varel Bailey, corn,
soybean, grass, pork, cattle, and sheep producer from Anita, Iowa;
Mr. Richard Bayliss, corn and soybean producer from Ottumwa,
Iowa; Mr. Dane Lange, dairy farm, and soybean producer from
Brooklyn, Iowa; Mr. Nick Volz, corn, soybean, and pork producer
from Elkhart, Iowa; and Mr. Darrell Weems, cattle, corn, and soy-
bean producer from Earlham, Iowa.

Mr. Bailey, welcome to the Committee and your statement will
be made part of the record, and we’re going to try to keep the state-
ments to 5 minutes if we can. We don’t have a timer here, I guess.
Oh, we do. Okay. Good.

I want to announce we had a hearing here, the first hearing we
had on the farm bill with the Secretary, some of the Members fig-
ured out something, so they started asking—this is not aimed at
you guys at all, but they started asking three questions at the be-
ginning of their time and then the answers took 10 minutes. So
we're going to have a new rule that you can ask one question at
a time, and when the light is yellow you can’t ask another ques-
tion. So we'll try to hold everybody to the time frame if we can.

Mr. Lucas, I think we can agree, so that everybody gets a chance
to say their piece and have time for questions.

Mr. Bailey, thanks, for being here.

STATEMENT OF VAREL G. BAILEY, CORN, SOYBEAN, GRASS,
PORK, CATTLE, AND SHEEP PRODUCER, ANITA, IA

Mr. BAILEY. Mr. Chairman, thank you very much.
The CHAIRMAN. You have to talk right into the microphone in
order for it to work. There you go.
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Mr. BAILEY. Mr. Chairman, Members of the Committee, first of
all T want to congratulate you for starting these hearings at this
time, and part of the reason is that things are changing very rap-
idly out here. Keeping Washington informed as to what’s really
going on out here is continuously a challenge. So, again, we appre-
ciate it.

I ask that my written testimony be included in the record, and
I'd like to speak just off the record, here on the record, but infor-
mally.

First of all, I'd like to say, that the farm bill as you folks have
mentioned is more than loan rates and food stamps. Most of us
don’t realize that the farm bill is actually a contract. It’s a contract
between agriculture and the rest of society. If you go back in his-
tory, you'll find that all societies, all cultures have a contract, and
that is a level of trust. It’s actually a covenant between the people
that produce the food, feed, fiber, and fuel for the general public
and the rest of that culture. If that erodes, if that trust breaks
down between the farmers, the agriculture, and the rest of the cul-
ture, governments are overthrown and cultures die.

Jared Diamond has written a series of books on that, and we are
lucky here in the United States in that we have a farm bill, and
it’s continuously renewed and that actually formalizes that contract
between society and agriculture. Now, it’s really critical because no
society in the history of the world has ever had the extreme situa-
tion of two percent of the people supplying 98 percent of the people
and exports in excess of that. So our challenge here, our job here
is really a lot greater than what we realize when we look at it from
that perspective.

Now in my testimony I mention about six things and many of
them are not in the farm bill, but I think are very important, and
I listed land. I listed site-specific research. I listed risk mitigation,
rural infrastructure, food fads, and nutrition and agricultural
structure and market fairness.

In covering land, I listed the issue and said that we have a loss
of agricultural land. We have a need for technology for land rec-
lamation and improvement. We have 30 million acres, over 30 mil-
lion acres in the CRP and other government land programs. I'm not
sure that we’re fully utilizing, from a public policy perspective,
what we could be doing with that land and improving it and—be-
cause it appears in the future that we’ll probably need to bring that
land back into production with site-specific research. With
globalization and everything else, every farm is in direct competi-
tion with every other farm around the world, and the point is that
our long-term survival as a farmer hinges on a steady stream of
site-specific research.

Agriculture and politics are similar in the fact that we’re both
local and the research done in other places in the world don’t nec-
essarily always do good for me on my farm.

I'm not sure that we did the right thing with the National Insti-
tute of Food and Agriculture because we pulled the decision-mak-
ing from agricultural research to Washington D.C., and pulled it
away from the land here at universities. And so this is an issue
that I think we need to take a look at.
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Risk Mitigation: We have an aggressive program with crop insur-
ance. We need to continue to review that. The Center for Agri-
culture and Rural Development at Iowa State University has done
an extensive study on the subsidized crop insurance, and we need
to take a good hard look at it. I would suggest we pull money, some
of the subsidy out of that and rework the ACRE program and make
it more workable.

Rural infrastructure, and I'll tick off some things that we need
to take a look at. One is a problem in broadband. We have a prob-
lem in electricity transmission. The fact that we farmers have prob-
lems getting our electricity onto the national grid, and that’s a bu-
reaucratic problem, really not a physical problem.

We have a pending problem of the global positioning system, and
many of us rely on that system for our planting and spraying and
other kinds of site identification. A number of farmers are now ac-
tually buying Russian equipment, so we have a backup system be-
cause there’s a question as how reliable the U.S. GPS system is
going to remain.

We've got another problem with the cellular system. If you go to
Europe and you get a European cell phone, it will work anywhere
instead of near three towers along the interstate. There is only one
because they have a completely unified cellular system, and we
need a universal cellular system here in the United States.

And foods, fads, and nutrition, I mentioned here the fact that we
have through the food stamp system the world’s largest nutritional
data center. I'm not sure that we’re working with that data set, es-
pecially with the healthcare bill and everything. USDA needs to
take a look at what we’re doing with all that information coming
off of the scanners and everything with the food situation. We have
the data there if we simply use it.

An agricultural structure, oligopoly and market forces, I'd just
simply say that I really encourage this Committee to reinforce
USDA'’s effort with the Department of Justice to take a good hard
look at the changes taking place in agricultural structure and those
things.

So thank you very much for your time, and I would answer any
questions.

[The prepared statement of Mr. Bailey follows:]

PREPARED STATEMENT OF VAREL G. BAILEY, CORN, SOYBEAN, GRASS, PORK, CATTLE,
AND SHEEP PRODUCER, ANITA, TA

Testifying as an individual farmer; farming since 1966.
Observation: farm bills are like military strategy; they are designed for the last
war, not the next war.
When considering the future, I have these areas for recommendations:
Land.
Site specific research.
Risk mitigation.
Rural infrastructure.
Foods, fads and nutrition.
Agriculture structure and market fairness.

Land

Issue: loss of agricultural land; need for technology for land reclamation and im-
provement.
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Land is the basic building block of agriculture. Adequate area, quality and ecology
of land are vital to the production of food, feed, fuel and fiber and are critical to
the survival of humanity. The U.S. Government has a vital role in insuring that
high quality agricultural land is not converted to non-agricultural use. Increased
emphasis on farmland protection, more emphasis on new soil conservation tech-
nologies and programs and new initiatives on agricultural land reclamation around
urban areas are needed.

Site Specific Research

Issue: loss of site specific research capacity while the need becomes greater.

New emphasis on site specific research is needed to insure the necessary increases
in agricultural production to feed a hungry world. Politics and agriculture are simi-
lar in that both are “local.”

Globalization has changed the goals of agriculture research. Instead of the local
Land-Grant University working to perfect technology and management systems that
are unique to their area, they and the private sector work for the “home run” inven-
tion that can be sold universally. At the same time Federal funding for Land-Grant
support for Research Stations has been reduced 35% in the last decade and Cooper-
ative Extension support has been reduced 42%. Globalization means every place is
in direct competition with everywhere else. Economic survival is determined by a
continuous stream of site-specific research. The last farm bill moved away from local
research by establishing the National Institute of Food and Agriculture. This pro-
gram uses large multi-state grants, with the goals set in Washington to develop
ubiquitous technology. This may seem useful from a national perspective but it is
counter to the need for local prioritized research. The private sector cannot provide
this R&D because typically the unique market is too small. For the farmer, the pri-
vate sector “consultant” cannot be trusted to provide unbiased information since
many times he is furnished by an input supplier. If this situation continues, U.S.
agriculture will lose its competitiveness with the rest of the world. Creation of a site
specific research system is essential for the future of American agriculture.

Risk mitigation
Issue: need for redesign of government subsidized crop insurance program.

Government programs provide an important role in buffering the risks from
weather disasters, market aberrations and political irrationalities. Government
must maintain the role as an insurer (for a fee) of uncertainty and not be a driver
of change. Past government programs have enticed production into marginal areas
(the corn belt almost to Winnipeg) (milk to the desert). This is a result of a combina-
tion of commodity programs, subsidized insurance programs and other supports that
in some areas reduce the farm risk to near zero. Reconciliation of the programs so
they provide adequate mitigation and not a guarantee of profit are needed.

Further revisions of the agreement between RMA and the crop insurance compa-
nies are needed. Even with the changes pending in the negotiation, the program is
a rip-off for taxpayers and transfer of wealth from productive areas to marginal
areas. That money will be better spent in other areas.

One of the areas in need of added support is in the ACRE program. This could
simplify the program and make it workable for many more farmers.

Rural Infrastructure
Issue: new infrastructure areas need policy development and Federal support.

Typically when we think of infrastructure we think roads, bridges, railroads,
phone lines, locks-and-dams, USDA offices, and the Rural Electric Co-ops. Those are
all still vital but for rural America to provide for the demands of the rest of the
country and the world, we are in a new era. World competitive Broadband commu-
nications, a modernized electric transmission network, a quality Global Position
System signal, a unified, comprehensive cellular phone system, and a modernized
USDA computer system are some of the things rural America needs.

Broadband: A dynamic, last-mile, high speed, high capacity Broadband is essen-
tial for a vibrant future. “Net neutrality” is key to success. Without net neutrality,
the consolidating communications industry will become gate keepers, milking profits
from past investments rather than building for the future. If government fails to
protect net neutrality it will be endorsing oligopoly or a cartel. We went through
this with land-lines in the past. We can avoid the problem with the correct policy
now.

Electric transmission network: We don’t need to start with the political battles in
crossing state lines and who makes the investment. We can start with changing the
rules between REC’s, their transmission line companies and the electric generation
companies. Right now it is impossible for a farmer to build a wind turbine, generate
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electricity for his local REC in excess of the need of the local substation, and then
send power back through the transmission line company to another substation in
the same REC. This is not a technical problem; it is a bureaucratic problem. Fur-
thermore, if a group of farmers and local investors wish to build a wind turbine
farm, they must get in the same bureaucratic waiting line as those trying to build
coal, natural gas or nuclear power plants. Updating the rules for electric generation
at the local and regional level will greatly increase the creation of alternative en-

gy.

Global Positioning System: GPS has become a necessary service for agriculture
and rural America. That signal has become the meta-data standard for farming,
construction, transportation, recreation, emergency services and many other indus-
tries. For long time users, the signal seems to be less accurate and reliable. After
the signal was unscrambled by the military there was a period of very high preci-
sion. Now many users are adopting RTK and CORE precision correcting systems
that correct for the lower quality service, but even these programs may fail if the
number of satellites drops too low or their signal is corroded. USDA does not run
‘fc_hils system but agriculture needs to register a concern if the GPS system should
ail.

Cellular telephone system: Traveling the Interstate highway in the U.S. and then
the Autobahns in Europe, there is a significant difference in cell phone towers. In
the U.S. there are normally three or four towers clustered together. In Europe there
is only one. A U.S. based cell phone will not work in Europe. The reason is Europe
has a unified cell phone transmission system. The splinted system in the U.S.
means all the investment is in the high volume areas, leaving major rural area with
little cell phone service. This is the same story as years ago when the land-line tele-
phone system and the electric service system was developed. Government must step
in when the private sector fails in delivering new technology that is essential to the
economy and society.

USDA computer system: This is long overdue.

Foods, Fads and Nutrition
Issue: massive, long term support for nutrition programs need a new strategy.

The majority of the money spent in the farm bill is for food and nutrition. The
media is constantly full of news of obesity, hunger, nutrition driven medical prob-
lems, fad diets, and theories about eating. I get the opinion that the computer bal-
anced rations I feed my cattle, hogs and sheep provide a better level of nutrition
than what the American public eats each day. This begs a question: with the huge
level of government funds invested, the electronic Food Stamp recording program,
the demographic studies ongoing, and the massive research effort, why is human
nutrition so confusing?

My fear is that a fringe group with a secondary agenda will attempt to use the
USDA nutrition program to implement their goals. Without sound science based in-
formation on which to base public policy, serious damage can be caused on human
health, and agriculture. The food policy system now in place could not stop the dam-
age done by one BSE cow, miss-named HIN1 (swine) flu or sick poultry. It is time
to allocate funds to research what we really eat and find ways for better nutrition
to create a better life.

Agriculture Structure, Oligopoly and Market Fairness
Issue: the need for greater effort in the USDA & DOJ investigation.

Public policy changes in the past decades have radically changed agriculture and
rural America. Globalization has created a world market and world competition.
Micro-electronics, communications and the Internet have created a world network.
A world financial system moves unlimited money around the world with a click. An
imperfect intellectual property system makes many inventions ubiquitous almost
overnight. Consolidation and vertical integration in the livestock industry have col-
lapsed the profit margins in livestock production. The patenting of DNA was legal-
ized. New methods of retailing with worldwide supply chains have been developed.
We currently have an unbalance market place. It is unbalanced at the farm level.
It is unbalanced at the processing level and unbalanced at the retail level. Examples
are: livestock grower contracts, processor supply ownership, unbalanced market in-
formation and artificial segmentation to stifle competition. Machinery is designed
with proprietary software to capture maintenance business and trade territories are
established to reduce market competition. Broad intellectual property patents pro-
vide a legal platform to shape segments of the industry and actually reduce innova-
tion instead of stimulating it. In pharmaceuticals, FDA regulations are used as a
weapon to stop generic products based on inert ingredients present due to the pro-
duction process. Failure of Federal regulations to consider market balance when
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evaluating business consolidation has created an agricultural structure that is very
fragile and tenuous. Rebalancing of the market is needed.

Some will say that it is impossible to put the genie back in the bottle, but they
said that about the “trust busting” business conditions in 1900.

The CHAIRMAN. Thank you, Mr. Bailey, we appreciate that. Mr.
Bayliss, welcome to the Committee.

STATEMENT OF RICHARD D. BAYLISS, CORN AND SOYBEAN
PRODUCER, OTTUMWA, 1A

Mr. BAYLISS. First to the Committee I'd like to thank you——

The CHAIRMAN. You have to get a little closer, like a rock and
roll singer.

Mr. BAyLiss. First to the Committee, I'd like to thank you for
this opportunity to appear before you and share with you my
thoughts on the farm bill, and its effects on our farming operation
and those in my area that I am familiar with.

My name is Richard Bayliss. Our family, my wife and I, our two
sons and their families, farm about 2,000 acres of row crops in
Wapello and Keokuk Counties in southeast Iowa. Our farms are
split just about evenly between corn and soybean production each
year, and we rotate those crops annually. We have a combination
of owned, rented, and custom farmed ground.

Our landlords include people who are elderly, but very involved
with their farms, and those who do not live near their farm, but
still take an active role in management decisions.

I also retired in 2008 after almost forty-two years in the Iowa
Army National Guard and spent calendar year 2005 in Al Anbar
Province, Iraq.

Production agriculture has become a very risky, high input, and
high-tech industry. We face many challenges daily with changing
weather, volatile markets, rapidly advancing technology, and rising
costs of production. While United States farmers continue to feed
the world, we see many young and beginning farmers who want to
enter this challenging and very rewarding profession. Investing in
farmland and machinery, maintenance costs on both of these, and
insurance to protect against loss presents a major obstacle to estab-
lished farmers. For those just beginning, those things can be more
than daunting, they can stop a young person in his tracks. Some
form of revenue or price support or protection for them is essential.
We will not stay and farm forever. We need that younger genera-
tion to be in the position to take over from us as seamlessly and
painlessly as possible.

As for our own operation, we remained with the traditional DCP
program that was enacted in 2002 and available with the 2008
farm program. It is an uncomplicated and straightforward com-
modity price support program that is generated by number of acres
x price = support level. The DCP Program coupled with a revenue
assurance option from the Multi-Peril Crop Insurance provides a
reasonable safety net that provides stability in our operation.

The optional revenue-based-program, ACRE, was new in the
2008 Farm Bill. It may become simpler and easier to use and un-
derstand as time goes on, but we found it to be very difficult to
apply to our operation and challenging to accurately determine its
usefulness. The major issues with ACRE in my opinion are: Yield
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base is set on a statewide basis. Variables such as soil types, aver-
age yields, and weather conditions across the entire state put the
southern tiers of counties at a significant disadvantage, and, con-
versely, puts other areas of the state at an unfair competitive ad-
vantage.

ACRE is a corn-only program; no provision for rotating crops of
soybeans, so coverage is drastically reduced for anyone who rotates
crops, which are a majority of operations. If a producer has a sig-
nificant crop loss in 1 year, the yield base is reduced reflecting the
loss, which in turn reduces coverage for the subsequent year. Two
crop failure years back-to-back and a producer has no coverage at
all.

Annual submission of proven yields, total revenue, and full Fed-
eral income tax returns is not only difficult to comply with, but is
invasive and confidentiality can be an issue. This requirement is
also extremely difficult to explain and justify to elderly or distant
landlords.

ACRE payments are discounted below the DCP Program by 20
percent, which is a significant reduction that’s difficult to explain
to elderly landlords, those who do not live on a farm, and even ten-
ants who are affected in some lease arrangements.

Available funds through the commodity loan program are dis-
counted 30 percent when a producer is enrolled in ACRE. If I were
able to borrow $10,000 using about 5,200 bushels of my corn as col-
lateral while enrolled under the DCP Program, I could only obtain
$7,000 against the same 5,200 bushels if I were enrolled in ACRE.
ACRE requires a 4 year commitment with no opt-out provision.
This constraint significantly prevents an operation from reacting to
changes in life situations, new marketing opportunities, et cetera,
and can have a very negative impact on estate planning.

These are the reasons that kept our operation and many others,
to whom I've personally spoken, out of the ACRE Program and will
continue to do so until modifications can be made so that it is more
equitable and user friendly. In comparison, DCP helps a producer
to stay in compliance with the program, instead of manufacturing
roadblocks to compliance, which is due in large part to its sim-
plicity and its straightforward language.

The fixes I would propose for the farm program to help young
and beginning farmers to be able to gain a foothold in this business
and provide the next generation of agriculture producers would be:
Raise the loan price. Raise the loan price on corn to a realistic
level. The current loan price of $1.90 a bushel is no incentive for
a producer to seal grain/put corn under loan when the loan rate is
half of market value. The loan program could be a very valuable
financial tool if it were restructured to reflect a realistic loan price.

Gaining support for a loan program as opposed to a direct pay-
ment program should be easier to manage. Design a straight-
forward, streamlined price support program that the producer can
sell to his lender. It has to be realistic, and it has to provide some
form of protection, for both the producers and the lenders, to en-
courage the lender to make funds available for production.

It’s extremely difficult to convince a lender to provide thousands
in operating capital with no safety net beneath the production he
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is financing. Crop insurance, revenue assurance needs to be avail-
able for every producer to support the producer/lender relationship.

I support payment limits as set out in our current farm bill. I
do not feel that the significant cuts President Obama suggested are
acceptable in our current financial structure. There are many
young and beginning farmers who can exceed the $250,000 income
limit, but have such large debt service needs that their income is
stretched very thin. Yet they will be ineligible for the program. Pre-
venting these younger, newer farmers from participating in the
farm program can effectively cripple them from being able to com-
pete in the marketplace, both from a commodity sales standpoint
and in the ability to purchase real estate on which to expand their
operations. I believe that there is a certain unfairness associated
with the proposed cuts.

I also support the Federal crop revenue assurance program. It is
the safety net that farmers and small, rural banks and other ag
lenders must have to stay in business and remain viable in these
challenging times.

In my opinion, the new farm bill must evolve from where we are
now, and not be a complete 180° turn. Please endeavor to look 10
or more years into the future with respect to input costs, markets,
technology, global perspective, and our children’s children. The pro-
gram must fit the future, not what we are doing this week or this
year. They can fit the rural, production landscape and the ecologi-
cal development of larger farm operations. Farms will not get
smaller. The new farm program needs to be flexible enough to
allow for the growth and evolution of the business of farming. We
have to be able to help our next generation get started and become
quickly viable to maintain the level of production that will be nec-
essary to continue to feed the population of the world in the coming
years.

The best opportunity for production agriculture is to operate in
a free market system that allows for profitability and innovation.
However, when the commodity markets are significantly affected
by issues completely unrelated to agriculture and so very out of our
control, there needs to be some from of safety net in place to help
deal with this situation.

I believe that agriculture has many exciting opportunities avail-
able for success in every community. Mother Nature seems to regu-
late the size of that success in most cases. The business of agri-
culture needs a support base with revenue assurance in place to
compensate for the things the farmer cannot control: Weather and
market volatility.

Again, I would like to thank the Members of this Committee for
providing this hearing and for allowing me the opportunity to share
my thoughts and opinions with you. It’s very difficult for many of
us in production agriculture to imagine doing anything else in life.
Farming in a situation where a farm program wasn’t necessary for
us to economically produce the commodities that fuel our world
would be ideal. But until we reach that point, I hope that we will
work towards creating a simply-structured and straightforward
framework that can help the next generation in production agri-
culture move toward a robust free market system. Thank you.

[The prepared statement of Mr. Bayliss follows:]
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PREPARED STATEMENT OF RICHARD D. BAYLISS, CORN AND SOYBEAN PRODUCER,
OTTUMWA, TA

First, to the Committee, I'd like to thank each of you for this opportunity to ap-
pear before you and share with you my thoughts on the farm bill and its effects
on our farming operation and those in my area that I am familiar with.

My name is Richard Bayliss. Our family—my wife and I, our two sons and their
families—farm about 2,000 acres of row crops in Wapello and Keokuk Counties in
Southeast Iowa. Our acres are split just about evenly between corn and soybeans
each year, and we rotate those crops annually. We have a combination of owned,
rented, and custom farmed ground. Our landlords include people who are elderly
but very involved with their farms, and those who do not live near their farm but
take a very active role in management decisions. Also, I retired in 2008 after almost
42 years in the Iowa Army National Guard and spent calendar year 2005 in Al
Anbar Province, Iraq. While I was deployed, our farm operation went along pretty
much as normal because each of those remaining at home carried the extra load to
make it happen.

Production agriculture has become a very risky, high input, high-tech industry.
We face many challenges daily with changing weather, volatile markets, rapidly ad-
vancing technology and rising costs of production.

While United States farmers continue to feed the world, we see many young and
beginning farmers who want to enter this challenging and very rewarding profes-
sion. Investing in farm land and machinery, maintenance costs on both of those, and
insurance to protect against loss presents a major obstacle to established farmers;
for those just beginning, those things can be more than daunting . . . they can stop
a young person in his tracks. Some form of revenue or price support or protection
for them is essential. We old guys can’t farm forever . . . we need that younger gen-
ersltion to be in a position to take over from us as seamlessly and painlessly as pos-
sible.

As for our own operation, we remained with the traditional DCP program that
was enacted in 2002 and available with the 2008 farm program. It is an uncompli-
cated and straightforward commodity price support program that is generated by
“number of acres x price = support level.” The DCP Program, coupled with Revenue
Assurance option from Multi-Peril Crop Insurance provides a reasonable safety net
that provides stability in our operation.

The optional revenue-based program—ACRE—was new in the 2008 Farm Bill. It
may become simpler and easier to use and to understand as time goes on, but we
found it to be very difficult to apply to our operation and challenging to accurately
determine its usefulness. The major issues with ACRE in my opinion are:

(a) Yield base is set on a statewide basis, not by county. Variables such as soil
types, average yields, and weather conditions across the entire state put the
southern tiers of counties at a significant disadvantage and conversely puts
other areas of the state at an unfair comparative advantage.

(b) ACRE is a corn-only program; no provision for rotating crops of soybeans,
so coverage is drastically reduced for anyone who rotates crops, which is a ma-
jority of operations.

(c) If a producer has a significant crop loss in 1 year, the yield base is reduced
reflecting the loss, which in turn reduces coverage for the subsequent year. Two
crop failure years back-to-back and a producer has no coverage at all.

(d) Annual submission of proven yields, total revenue, and full Federal income
tax returns is not only difficult to comply with, but is invasive and confiden-
tiality can be an issue. This requirement is also extremely difficult to explain
and justify to elderly or distant landlords.

(e) ACRE payments are discounted below the DCP program by 20%, which is
a significant reduction that is difficult to explain to elderly landlords, those who
do not live on the farm, and even to tenants who are affected in some lease ar-
rangements.

(f) Available funds through the Commodity Loan program are discounted 30%
when a producer is enrolled in ACRE. (If I were able to borrow $10,000 using
about 5,200 bushels of my corn as collateral while enrolled under the DCP pro-
gram, I could only obtain $7,000 against the same 5,200 bushels if I were en-
rolled in ACRE.)

(g) ACRE requires a 4 year commitment with no opt-out provision. This con-
straint significantly prevents an operation from reacting to changes in life situa-
tions, new marketing opportunities, efc. and can have a very negative impact
on estate planning.
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These are the reasons that kept our operation and many others to whom I've per-
sonally spoken, out of the ACRE program and will continue to do so until potential
modifications can be made so that it is more equitable and user friendly.

In comparison, the DCP program helps a producer to stay in compliance with the
program, instead of manufacturing roadblocks to compliance, which is due in large
part to its simplicity and its straight-forward language.

The “fixes” I would propose for the farm program to help young and beginning
farmers to be able to gain a foothold in this business and provide the next genera-
tion of agriculture producers would be:

(a) Raise the loan price on corn to a realistic level. Current loan price of $1.90/
bu is no incentive for a producer to seal grain/put corn under loan when the
loan rate is half of market value. The loan program could be a very valuable
financial tool if it were restructured to reflect a realistic loan price. Gaining
support for a loan program as opposed to a direct payment program should be
easier to manage.

(b) Design a straight-forward, streamlined price support program that the pro-
ducer can sell to his lender. It has to be realistic, and it has to provide some
form of protection for both the producer and the lender to encourage the lender
to make funds available for production. It’s extremely difficult to convince a
lender to provide thousands in operating capital with no safety net beneath the
production he is financing.

(¢) Crop Insurance/Revenue Assurance needs to be available for every producer
to support the producer/lender relationship.

I support payment limits as set out in the current farm bill. I do not feel that
the significant cuts that President Obama has suggested are acceptable in our cur-
rent financial structure. There are many young and beginning farmers who can ex-
ceed the $250,000 income limit but have such large debt service needs that their
income is stretched very thin. Yet they will be ineligible for the program. Preventing
these younger newer farmers from participating in the farm program can effectively
cripple them from being able to compete in the marketplace, both from a commodity
sales standpoint and in the ability to purchase real estate on which to expand their
operations. I believe that there is a certain unfairness associated with the proposed
cuts. Every operation has made significant financial decisions based on the rules set
forth in the last farm bill; the rules shouldn’t be changed in the middle of the game.

I also support the Federal Crop Revenue Assurance Program. It is the safety net
that farmers and small, rural banks and other ag lenders must have to stay in busi-
ness and remain viable in these challenging times.

In my opinion the new farm bill must evolve from where we are now, not be a
complete 180° turn. Please endeavor to look 10 or more years into the future with
respect to input costs, markets, technology, global perspective, and our children’s
children. The program should fit the future, not what we are doing this week or this
year. Make it fit the rural, production landscape and the ecological development of
larger farm operations. Farms will not get smaller. We won’t be going back to 80
or 120 acre operations where corn, soybeans, oats, clover/hay were rotated each year
and hogs and cattle are pastured on the fallow ground while chickens peck in the
yard. Farm operations will get larger. There are fewer farmers on the horizon to
produce and manage the commodities. Machinery will only get larger and more pow-
erful. And more expensive. The new farm program needs to be flexible enough to
allow for the growth and evolution of the business of farming. We have to be able
to help our next generation get started and become quickly viable to maintain the
level of production that will be necessary to continue to feed the population of the
world in the coming years.

The best opportunity for production agriculture is to operate in a free market sys-
tem that allows for profitability and innovation. However, when the commodity mar-
kets are significantly affected by issues completely unrelated to agriculture and so
very out of our control, there needs to be some form of safety net in place to help
deal with this situation.

I believe that agriculture has many exciting opportunities available for success in
every community. Mother Nature seems to regulate the size of that success in most
cases. The business of agriculture needs a support base with revenue assurance in
place to compensate for the things the farmer cannot control: weather and market
volatility.

Again, I would like to thank the Members of the Committee for providing this
hearing and for allowing me the opportunity to share my thoughts and opinions
with you. It’s very difficult for many of us in production agriculture to imagine doing
anything else in life. Farming in a situation where a farm program wasn’t necessary
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for us to economically produce the commodities that fuel our world would be ideal.
But until we reach that point, I hope that you will work toward creating a simply-
structured and straight-forward framework that can help the next generation in
production agriculture move toward a robust free market system.

The CHAIRMAN. Thank you. Mr. Lang, welcome to the Com-
mittee.

STATEMENT OF DANE M. LANG, DAIRY, CORN, AND SOYBEAN
PRODUCER, BROOKLYN, IA

Mr. LANG. Mr. Chairman, Congressmen Boswell, distinguished
Members of the Committee, I would like to thank you for the op-
portunity to testify before you today. My name is Dane Lange, and
I am a sixth generation farmer from Brooklyn, Iowa. Every day I
have the opportunity to work alongside three generations of my
family: My grandfather, my dad, my uncle, and my younger broth-
er. We are dairymen, it’s not just what we do; it’s who we are.

For the past calendar year, dairymen around the country have
weathered the largest collapse in milk prices. We have seen our
fair share of distressed milk prices in the past, but this collapse
was and is different. It has affected every dairy farm regardless of
size, debt, or economy of scale. If you milk cows, you are losing
money.

Strangely enough, if we went back just a few years, we would see
a strikingly different dairy industry. Milk cow numbers in Iowa
had stopped a decades-long slide and started growing 190,000 head
in January of 2005 to 215,000 head just 3 years later. This resur-
gence in milk cow numbers coincided with growing domestic de-
mand and a booming market. Milk cow numbers increased, milk
price increased, the price of corn and soybeans that we feed our
cows increased. The price of fuel that we use to operate our equip-
ment increased, and that was all fine because the milk check re-
flected the cost of producing the milk.

Then in 2008 things went south. The recession just didn’t hit the
dairy industry, it hit the world. Milk price tanked, exports dropped
from $4 billion in 2008, to just over $2 billion today, and strangely
enough the price of milk from the store did not change. The price
of a bushel of corn or soy beans did not change. The seed and fer-
tilizers that we use to grow the crops to feed our cows did not
change, and while the State of Iowa did not raise our taxes in the
crisis, our local school boards did it for them.

The days when milk can be produced for $9 or $10 are over and
they are not coming back. A recent drop in grain prices has helped
to stabilize the cost for producing milk; somewhere between $15
and $17 a hundredweight, which unfortunately means that dairy
farms are still losing money and Iowa is losing dairies.

I would like to thank the Committee for recognizing the crisis
dairy farmers are facing, but unfortunately the next farm bill won’t
help any dairymen today. And to be quite honest, we aren’t worried
about the Farm Bill of 2012; we’re worried about next month.

Farmers are entrepreneurs who believe the dairy policy should
be market oriented and consistent with the world wide crisis. It is
likely that no one in this room believes that every producer who
wants to should stay in business. That said everyone in this room
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bflfiev(fs that America and the world is a safe and reliable source
of food.

With that in mind, I would like Congress to consider the fol-
lowing: The Federal Order structure used to compute milk price
needs to be modified to better respond to current market conditions
and provide greater transparency to interested parties.

The world no longer cares about cheddar cheese. Government
policies need to reflect changing world demand and encourage do-
mestic production of milk protein concentrates.

No farm in the country can make milk for $10. Milk payments
need to reflect today’s break-even levels for the producer.

The California standards for solids/non-fat in fluid milk, should
be implemented at a national level. This would enhance product
quality and improve promotion of the product.

I am lucky. I've also known that if I wanted to farm, our family
would make the adjustments and sacrifices necessary to make that
happen. Most young farmers are not so fortunate. It is critical that
we provide adequate incentives to secure a viable future for dairy-
men and women. Starting a new dairy takes tremendous amounts
of capital, and if you don’t have a family to support you, it is not
possible. That is why it’s important to provide incentives and pro-
grams for beginning farmers to access capital, as well as tax incen-
tives for persons willing to lease, sell, or lend assets to beginning
farmers.

The United States must hold our trading partners accountable to
negotiated trade agreements. It’s recently been announced that
China plans to block imports of U.S. dairy products unless the U.S.
agrees to change an export certificate, which has been in place
since 2007.

In closing, dairymen don’t want a hand out or bail out. What we
want is a reliable safety net to catch us when the market drops out
beneath our feet. Dairymen need tools to deal with an increasingly
volatile milk market.

Government policies need to be brought up to date to reflect cur-
rent costs of production. I would encourage Congress to look into
implementing some type of loss income insurance that producers
could buy into. Thank you.

[The prepared statement of Mr. Lang follows:]

PREPARED STATEMENT OF DANE M. LANG, DAIRY, CORN, AND SOYBEAN PRODUCER,
BROOKLYN, TA

Good morning, my name is Dane Lang and I am a sixth generation dairy farmer
along with my father, uncle, brother and also my grandfather in Brooklyn, Iowa.

It is a pleasure to offer testimony today based upon my experience as a dairy
farmer and a partner in the Lang dairy farm.

To give you a little background about our farm, in addition to the five family
members we also have seven employees. The farm includes 1,300 acres of forage,
corn, and soybeans, yet we also purchase much of our alfalfa from local farmers and
corn gluten from a local ethanol facility. We are proud of our farming operation as
we have strived to remain modern over the past six generations with modern genet-
icskand facilities as well as utilize risk management tools to minimize our financial
risk.

As you have heard in previous hearings dairy farmers have been challenged with
one of the worst periods in lack of profitability. While we’ve seen some improvement
in recent months—milk prices rose above break-even levels in January 2010 after
20 months of historic losses—it appears that the volatility of the market continues
into the near future. Economists are projecting another dip in prices in the near fu-
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ture. In the past few weeks, milk futures prices have dropped nearly $2 per hun-
dredweight. Forward futures prices for milk are now substantially below the prices
USDA projected just a few weeks ago at the USDA Outlook Conference. In late 2008
and throughout 2009 reduced demand for exports, excess milk and dairy product
supply, and high feed and energy costs created a perfect storm within the dairy in-
dustry, driving prices so low that the very survival of dairy farmers was—and still
is—threatened. In the turbulent seas of the dairy market, dairymen got their heads
above water just long enough to catch a breath, but now it seems were headed back
under water.

To give you a perspective of the condition of the dairy industry over last few
years, fellow dairymen and women have been tested. In March 2006 our milk prices
took a negative swing taking profitability below break-even costs for nearly a year.
Difficult decisions were made by many dairy farmers in Iowa and across the U.S.
in order to remain viable. Herds were liquidated; costs were cut to the bone. Fortu-
nately, our milk prices bounced back in 2007 which created an opportunity to get
caught up and make necessary improvements to the farm. But that bounce did not
last long. By early 2008 prices were falling again and this was also about the same
time fuel skyrocketed, grain prices increased and virtually all other inputs followed
suit, and our profitability was once again eroded.

As dairy prices plummeted again—and this time beyond the levels seen in 2006—
dairy farmers did every cost-cutting measure to stay in business. However, the red
ink for many was beyond their control. To complicate the issue even more, our herd
efficiency improved creating a 7-8% increase in milk/cow over the last 5 years.
When you think it can’t get any worse, it does. Our exports also declined substan-
tially. In 2008, the value of U.S. dairy exports were nearly $4 billion, and today,
U.S. dairy exports are just over $2 billion.

My father began his career in our dairy operation in 1973 and he has said that
this past year was the most challenging in his 37 years of farming.

If we step back a few years, the picture for the Iowa dairy industry was looking
up. Milk cow numbers in Iowa stopped a multi-decade long slide in 2005 and there
was optimism and hope as dairy cow numbers in Iowa grew from 190,000 head in
January 2005 to more than 215,000 head by January 2008. This resurgence in milk
cow numbers in Iowa coincided with the growth of the ethanol industry and the
availability of new feed sources like dried distillers grains. Nationally, the prospects
for the dairy industry were looking good in 2007. Production was increasing, domes-
tic demand was growing and exports were booming. But the depth of the downturn
experienced in 2008-2009 and now resuming again is more than dairymen can en-
dure. Iowa is losing dairy farms.

Iowa is an important dairy state. Iowa ranks 7th in the nation in the number of
dairy herds; 12th in milk cow numbers; 9th in fluid milk bottling; 7th in cheese pro-
duction and 4th in ice cream production. The dairy industry provides more than
26,000 jobs with a significant number of those jobs adding to the vitality of our rural
areas. The dairy industry contributes more than $1.5 billion to the Iowa economy.
But all that is at risk and in peril if the economic conditions facing the dairy indus-
try don’t improve.

A weakening in grain prices has helped stabilize the cost of production for most
dairy producers. The current cost of production for many Iowa dairy farms including
ours is in the area of about $15-$16 per hundredweight. While this is helping the
dairy side of the business, it has taken away from the ability of the rest of the farm
to help support the dairy enterprise through tough times. Without significant de-
clines in crop input prices, Iowa’s dairy farms are now facing shrinking (or even
negative) margins on both the crop and milk enterprises. I wish I could be more
optimistic, but the milk futures market holds out little hope of prices moving back
above break-even levels in the next year or 2. The reality is that costs have shifted
higher and that shift appears to be permanent. It is likely that the days of pro-
ducing milk for $9 or $10 per hundredweight are over.

I appreciate the House Agriculture Committee examining this issue as a starting
point for the next farm bill debate, and I also recognize that dairy policy is largely
complex, divisive and regionally charged. There has been much discussion regarding
what should be done to help dairy farmers weather this economic downturn. Some
people have joked that if there are two dairy farmers in the same room, you’ll hear
three different opinions on national dairy policy.

While discussing the critical issues of milk price volatility and dairy farmer profit-
ability, I would encourage the Congress to consider the following:

e The Federal Order structure, formulas and price classes used to compute milk
prices must be modified so that they respond better to current market condi-
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tions and enhance transparency, as well as taking into account the regional dif-
ferences in the cost of milk production.

e Changes are needed to ensure the long-term market development of value-
added products, and encourage the domestic production of milk protein con-
centrates (MPCs)—mitigating concerns arising from the importation of these
products.

o The development of a price discovery method that utilizes data from more milk
production and expands mandatory reporting and auditing of prices and inven-
tories, including penalties for inaccurate reporting. However, while seeking
changes to the Federal Order system to reduce price volatility, Congress must
also ensure that producer safeguards remain in place. Continuation of a coun-
tercyclical program like MILC, should be a key component to any future farm
bill discussion.

e The California standards for solids-non-fat in fluid milk should be implemented
at a national level. This would enhance product quality and improve promotion
of the product.

e Current promotion mechanisms—such as the industry funded “Got Milk” cam-
paign—should continue, and be complemented by an expanded national dairy
product promotion program.

e It is also critical that we are providing adequate incentives to secure a reliable
future of dairymen and women. Starting a new dairy farming operation takes
tremendous resources and if an individual does not have a family member or
mentor to provide financial and/or assistance with assets, the chances of start-
ing a dairy to support a family is virtually impossible. That is why it is impor-
tant that adequate basket of incentives and programs should be available for
beginning farmers to access capital. There should be tax incentives for persons
who sell or lease land, machinery, or other assets to beginning farmers.

Farmers are entrepreneurs who believe that dairy policy should be market ori-
ented and consistent with expanded worldwide trade—global demand and exports
contributed to the strength seen in 2008 prices. In order to see better prices ahead,
American dairy farmers and processors need to be able to move dairy products
around the globe and into the expanding array of new markets. We can no longer
afford to have dairy policy be confined to the dairy farm—agriculture operates with-
in a1 dglobal economy and our dairy farms need to be a part of the effort to feed the
world.

Current self-help programs for dairy producers show promise, but also have their
limitations. The Cooperative Working Together (CWT) program is an industry driv-
en (privately-funded) program that culls cows when the supply-demand imbalance
needs to be corrected. CWT has done a tremendous job in reducing the national herd
size; however, it is limited in resources as it has about 67% of milk production par-
ticipating in the program. The program would be more effective if more producers
were part of the program. However, I don’t believe that the dairy industry is at a
point to ask for—or even welcome—government intervention in the CWT program.

At the same time we have other tools such as forward pricing and milk futures.
The availability of forward pricing is very dependent on the milk processor that pur-
chases your milk. Not all processors offer this option. At times it can be very helpful
in locking in an adequate price for a short-term period of time.

Additionally some dairymen can use the milk futures market. However, milk fu-
tures are fixed contract, which can be “lumpy” in size and the basis has been some-
what variable in recent months. This variability makes futures markets inappro-
priate for some producers. While neither of these options are a guarantee to dairy
operations they can at times offer some relief.

In closing, dairy farmers are asking for market stabilization. Dairymen and
women do a fantastic job at providing safe, healthy and quality dairy products and
we will continue to do so. In return we need a market system that sends accurate
market signals that tells us to reduce supply when it exceeds demand and provides
us the opportunity to capture profitability when demand rises.

Thank you again for the opportunity to testify today. I would welcome any ques-
tions.
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ATTACHMENT
U.S. Milk Prices and Costs of Production, 2006-2009 (f)

All-Milk Price

LN

Sources: USDA/NASS & USDA/ERS through Jan. 2009. From Feb. 2009
NMPF & CME Group futures as of 02/02/09.
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The CHAIRMAN. Thank you, Mr. Lang, we appreciate your testi-
mony. Mr. Volz.

STATEMENT OF NICK VOLZ, CORN, SOYBEAN, AND PORK
PRODUCER, ELKHART, IA

Mr. VoLz. It’s a pleasure to offer testimony today based upon my
experience as a grain farmer. Good afternoon, my name is Nick
Volz, and I am a fifth generation farmer and have been farming for
thirty-seven years in Elkhart, Iowa, and the surrounding areas.

Where my wife and I live today is a century farm. I am currently
raising corn and soybeans, and in the past have raised specialty
corn and parent seed corn. We have also produced seed soybeans
for nearly twenty years and specialty soybeans for DuPont for 5
years. We no longer produce these specialty crops because the pre-
miums have declined, so it is not worth the extra expense in pro-
ducing it. In addition, my dad gave me 12 sows when I was twelve
years old and after graduating, I farrowed up to 80 sows and con-
tinued this until 1998.

My son, Todd, after graduating from Iowa State University,
started farming in 1996. With limited row crop acreage available
to him, he found a niche in the production and selling of hay. He
currently has 300 acres. He has also needed to do non-farm busi-
nesses to meet his cash flow. These include landscaping and snow
removal.

In 2002, my son and I started finishing 3,200 head of feeder pigs
a year and continued that for 5 years. It was not profitable, and
we stopped producing pigs in 2007. With the high cost of grain and
protein, it was no longer feasible. As a smaller producer, we were
unable to get contracts because of size, and were no longer able to
market the hogs because it would often take 3 to 4 weeks to get
a delivery date.

We have always participated in the farm programs; however, we
decided not to enroll in the ACRE Program. Reason being, with the
lack of price protection and smaller DCP payments and loan pay-
ments, we didn’t believe there were any benefits for our operations.
Instead of decreasing prices in the ACRE Program, the support
prices should be raised to offset the high cost of production.

We have always believed in soil conservation and have installed
at least 12,000 feet of designed grass waterways. Some of these wa-
terways are close to thirty years old and still serve their purpose
in conserving the soil. When the Conservation Security Program
was announced, we thought it would fit the program well; however,
it was never funded to the extent of where the money would have
been placed where needed. Programs like this are needed to help
conserve the soil to ensure that lifelong productivity continues.
Payment limits are important and the money saved should be put
into conservation programs to help protect our soils.

We belong to a number of organizations including corn and soy-
bean associations, but we’re not here to represent these organiza-
tions. I am honored to participate in this testimony. I do believe
that all of this is important to enhance the 2012 Farm Bill and
would like to see future meetings like this be held during January
and February so that our short window of opportunities to plant
will not be affected.
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Thank you again for the opportunity to present this testimony
before you today. I would welcome any questions or discussion
about what I have spoken about today.

[The prepared statement of Mr. Volz follows:]

PREPARED STATEMENT OF NICK VoLZ, CORN, SOYBEAN, AND PORK PRODUCER,
ELKHART, IA

. It is a pleasure to offer testimony today based upon my experiences as a grain
armer.

Good afternoon, my name is Nick Volz and I am a fifth generation farmer and
have been farming for 37 years in Elkhart, IA and the surrounding areas. Where
my wife and I live today, is a century farm.

I am currently raising corn and soybeans, and in the past have raised specialty
corn and parent seed corn. Also, have produced seed soybeans for 20 years and spe-
cialty soybeans for DuPont for 5 years. We no longer produce specialty crops be-
cause the premiums have declined so it is not worth the extra expense in producing
it.

In addition, my dad gave me 12 sows when I was 12 years old and after grad-
uating, I farrowed up to 80 sows and continued this until 1998.

My son, Todd, after graduating from Iowa State University, started farming in
1996. With limited row crop acreage available to him, he found a niche in the pro-
duction and selling of hay. He currently has 300 acres. He has also needed to do
non—farin businesses to meet his cash flow. These included, landscaping and snow
removal.

In 2002, my son and I started finishing 3,200 head of feeder pigs a year and con-
tinued that for 5 years. It was not profitable and we stopped producing pigs in 2007.
With the high cost of grain and protein, it was no longer feasible. Also, as a small
producer, we were unable to get contracts because of size and were no longer be able
to market the hogs. It would often take 3 to 4 weeks to get a delivery date.

We have always participated in the farm programs. However, we decided not too
enroll in the ACRE PROGRAM. Reason being, with the lack of price protection and
smaller DCP payments, we didn’t believe there were any benefits for our operations.
Instead of decreasing prices in the ACRE PROGRAM, the support prices should be
raised to offset the high production costs.

We have always believed in soil conservation and have installed at least 12,000
feet of designed grass waterways. Some of these waterways are close to 30 years
old and have served their purpose in conserving the soil. When the Conservation
Security Program was announced, I thought we fit the program well, however, it
was never funded to the extent of where the money would have been placed where
needed. Programs like this are needed to help conserve the soil to ensure that life
long productivity continues.

Payment limits are important and the money saved should be put into conserva-
tion programs to help enhance and protect our soils.

We belong to a number of organizations including corn and soybean associations,
but I am not here to represent these organizations.

I am honored to participate in this testimony. I do believe that all of this is impor-
tant to enhance the 2012 Farm Bill. And would like to see future meeting like this
be held during January and February so that our short window of opportunities to
plant will not effected.

Thank you again for the opportunity to testify before you today. I would welcome
any questions or discussions about what I have spoke about today.

The CHAIRMAN. Thank you, Mr. Volz, I appreciate it. Mr. Weems.

STATEMENT OF DARRELL WEEMS, CATTLE, CORN, AND
SOYBEAN PRODUCER, EARLHAM, TIA

Mr. WEEMS. I'm here today to discuss the conservation title of
the farm bill. My name is Darrell Weems. I'm a lifelong farmer,
conservationist and I represent today, in the capacity as Executive
Director on a part-time basis, the Conservation Districts of Iowa
and to represent the soil and water conservation districts in the
state. For sixty years it’s been our task to put conservation on the
land. We’ve done that with the local conservation districts and the
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five electric commissioners and the 500 strong that are about put-
ting conservation on the land.

I'm going to talk about the strengths we have, and that is in the
strength in partnerships through the Iowa Department of Agri-
culture and NRCS, Iowa DNR, the State Soil Conservation Com-
mittee, and other private groups like, Farm Bureau commodity
groups, we all came together to put conservation on the land and
to conserve our resources.

The other strength that we have is conservation districts and
CDI is directly in the middle. The funding starts at one end, the
programs and the law and regulations that come down and the dis-
tricts at the other end, we are in the middle to deliver those pro-
grams and that’s what we do. Today we bring forth a couple
thoughts relative to conservation programs that we have.

We want to talk a little bit about technical assistance. We believe
technical assistance should be enhanced. We need to find and train
technicians so that we can design and lay out the structures and
processes by which we can deliver conservation. Our farmers today
can put conservation on the land. Farmers by nature love to move
dirt. They build things. They grow things. We need to give them
the opportunity with all of their equipment, the technology and the
size to deliver, and I think we can save some money in that proc-
ess.

We can put conservation on our own lands if we have enough ex-
pertise and enough guidance to get it done. We need to be smart
conservationists and smart with how we spend our money and our
resources. We must target funds. We must get the most bang for
our buck. In many cases we’ll do this through a total watershed ap-
proach. Again, we have programs that work. I'll save the long title,
as it takes too long, but we have CREP, we have EQIP, targeted
CRP, wetlands, some with contracts to get the work done.

One thing I would caution is we would warn you we do this on
a voluntary and local basis. That’s how it will work best.

The next thing we want to talk a little bit about is conservation
compliance findings. We believe that all land and production,
whether HEL or non-HEL should be required to have a conserva-
tion plan to be eligible for USDA benefits. You work the plan and
you get the benefits. We need more teeth in enforcement.

Successes: we have successes in the area of conservation. Forty-
three percent reduction in soil erosion over the last thirty or forty
years. In the last twenty years, the Iowa rural water survey shows
that we have low detections of nitrates and herbicides in well
water. Several species of wildlife are thriving and repopulating in
TIowa. One DNR official recently said we have the best fishing we've
ever seen in Iowa. I haven’t been able to enjoy that yet this spring,
but I hope to. We use conservation tillage and wetlands preserva-
tion to mantain working wetlands to improve water quality and
keep our roots on the ground. We do a better job using nitrogen
and phosphorus today.

We still have problems, you bet we do, we haven’t solved. We
still have too many pesticides leaving the soil, leaving the earth
and going into our waterways. We have too many producers and
citizens who just plain don’t get it and don’t do enough to conserve
resources. In some cases conservation gains are moderated. We
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have to be careful about that. In some cases we are ill-equipped to
deal with the biggest rain events. Last year and years before that
have taught us that. Funds are always short and we always have
more people who want to do the work than we have funds and
technology and resources to provide them.

So in the end—and I've got another point I'm going to get into
in a second—but in the end we must remember we didn’t inherit
this Earth from our parents, we borrow from our children. We
must always try to polish and adopt the conservation, the future
depends on it.

Sometimes when I am riding a tractor, or in this case last night
riding the lawn mower, it occurred to me that I would go off script
a little bit. It won’t take long here, but there’s a line in my testi-
mony that I'd like to refer to that I didn’t highlight enough, but
needs attention. It’s on the third to last paragraph. Sometimes
other events and priorities rob us of the conservation focus.

I'm getting older. I've got grand kids. I'm beginning to think
about things other than making a daily living now, and my kids
and grand kids are important to me. It occurs to me today that
other events and priorities are robbing us of the conservation focus.
We have programs like Medicare or Medicaid, the interest on the
national debt. When I borrow money, I have to pay back the inter-
est. At sometime back in the 1980s the highest was 21 percent.

This country will have to deal with those issues. I think what
that says in this scenario is that the status quo is not going to work
anymore. We don’t have enough money to do what we’ve always
done, or what we want to do, and we asked for some of the trouble
we got in.

So off script, I just wanted to mention that we have to use our
head. We have to think. We've got to deliver and do things in ways
that we haven’t done, probably without the money that we've had
before. And so I guess it’s with this I'd love to answer questions
and it’s with this I conclude and thank the Committee for hearing
me.

[The prepared statement of Mr. Weems follows:]

PREPARED STATEMENT OF DARRELL WEEMS, CATTLE, CORN, AND SOYBEAN
PRODUCER, EARLHAM, IA

My name is Darrell Weems. I am here today as interim Executive Director of CDI
and as a lifelong farmer and agriculturist. Conservation Districts of Iowa—CDI—
is a nonprofit 501(c)(3) organization focused on the conservation of soil, water, and
other natural resources.

CDI was founded in 1947 to provide a unified voice for the individual country-
based soil and water conservation districts. Since that time, CDI was been working
with the 100 soil and water conservation districts in Iowa and their 500 elected soil
and water commissioners and staff to promote sustainable agricultural practices for
the protection of soil and water resources. Today, work is also being done in urban
settings, promoting conservation practices for homeowners, developers, and commu-
nities.

While each soil and water conservation district maintains its own programs, CDI
helps districts combine efforts to address regional, state, and national issues. CDI
teams with public and private partner organizations, such as Iowa Department of
Agriculture and Land Stewardship, Natural Resource Conservation Service, Iowa
Department of Natural Resources, State Soil Conservation Committee, Pheasants
Forever, and others, to implement conservation practices on working lands.

CDI and the 100 Soil and Water Districts (SWCD) represent a key delivery mech-
anism for conservation practice. We are the middle organization between our part-
ners and land owner/operators. Most conservation programming goes through the
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local SWDC office and its body of elected commissioners. We deliver conservation
education and promotion. We allocate and deliver funds, local, state, and Federal.
We match people, process, and programs. CDI and SWCDs facilitate the placement
of conservation practices on working lands.

To build on the significant conservation provisions of prior farm program legisla-
tion, especially those of 1985 and 2002, we would offer these comments in advance
of the 2012 Farm Bill:

Technical Assistance

Technical assistance must be enhanced. Funding and training for technicians
should be increased so that we are able to design and lay out more conservation
practices and structures. Farmers and/or their contractors own and operate large,
sophisticated, technology-equipped machinery capable of placing conservation im-
provements on their land. Farmers, by nature, love to move dirt and build things.
We should supply them with the technical guidance and planning necessary to do
conservation work on their farms. In this time of tight funding, we believe there is
considerable potential to put more conservation on working lands with less money.

Effects of Increasing Row Crop Intensity

Many factors, including but not limited to economic returns, technology, energy
use, and food needs, have resulted in an increase in crop acres and a reduction in
pasture/forage acres. Perhaps it is time to offer better farm program incentives for
pasture/forage/small grain production than for row crop productivity. The farm bill
should encourage protective seeding in sensitive areas.

Be Smart About Conservation and Water Quality

We must target funds and resources to the most sensitive areas first, where we
can have the most impact and get the biggest “bang for our buck.” In many cases
that will be with a total watershed approach. We must use and enhance programs
that work, such as the Conservation Reserve Enhancement Program (CREP, run by
IDALS), prioritization of watersheds, EQIP, targeted CRP, working wetlands, and
summer construction incentives. It is important to keep water quality improvement
programs local and voluntary rather than mandated. Voluntary incentives work bet-
ter than regulated directives.

Conservation Compliance Plans

All land in production, HEL and non-HEL, should be required to have a conserva-
tion plan to be eligible for USDA benefits. This would strongly encourage producers
to create and follow that plan.

Successes

The nation’s farmers and private land owners have made significant progress in
recent years in protecting the nation’s soil and water resources. From 1982 to 2007,
soil erosion in the U.S. has been reduced 43%, according to the USDA National Re-
sources Inventory Report. The Iowa rural well water survey of 1988-1989 and 2006—
2008 show lower detection of nitrates and herbicides in well water. A recent U.S.
Geological Service study reports declining levels of eleven herbicides and pesticides
in Cornbelt waterways in 1996-2006. Several species of wildlife are thriving and re-
populating in Iowa, and one DNR official reports the best fishing ever in Iowa. The
use of conservation tillage and wetland reversion/construction is up. The use of bet-
ter ag management practices and technology improvements like GPS systems and
strategic placement have resulted in better use of fertilizer, nitrogen, and phos-
phorous.

But We Have More Work to Do

We still have too many nutrients and pesticides moving with the water and soil.
We have too many producers and citizens who do not practice conservation methods
and best management practices. In some cases, conservation gains are moderating.
We are ill-equipped to deal with the biggest rain events. And funds are always short
and we always have people who want to do more but are limited by resource avail-
ability. Sometimes other events and priorities rob us of conservation focus. We must
guard against that. All groups, government and private, must rededicate themselves
to working together and coordinating their conservation efforts.

And we must remember, “We didn’t inherit this earth from our parents, we bor-
row it from our children.” We must always strive to polish and adopt the conserva-
tion ethic. Our future depends on it.
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On behalf of the Conservation Districts of Iowa and the 100 Iowa County Soil and
Water Conservation Districts, thank you for the opportunity to comment.
Sincerely,

DARRELL WEEMS,
Interim Executive Director,
Conservation Districts of Iowa.

The CHAIRMAN. Thank you very much.

I thank all of the panel for your excellent testimony. We appre-
ciate it.

I think that last comment kind of ties into something I want to
say, and that is that we are not going to have any extra money for
this farm bill. We’ll be lucky to hold on to what we got. I saw on
some of the testimony people wanting to raise loan rates because
they are ridiculously low. If we get down to loan rates, we’re out
of business. It isn’t going to happen. We can’t—the money it costs
to raise the loan rates, it’s not realistic.

So one of the reasons we're starting this hearing process early is
to see if there’s a more efficient and better way to provide the risk
management tools, safety net, and conservation that we all want
to do.

Mr. Bailey, I see that you mentioned in your testimony about
profit sharing. Do you think that there need to be changes? Are you
familiar with the SRA negotiation that’s going on?

Mr. BAILEY. Yes, sir.

The CHAIRMAN. What’s your take on it? It has caused quite a
commotion, with crop insurance companies and crop insurance
agents coming to my office and telling me the world is coming to
the end. So what’s your take on where that’s going?

Mr. BAILEY. Well, first of all, yes, I am familiar with the negotia-
tions.

I'm not exactly up to date with the last minutes.

The CHAIRMAN. They’re ongoing.

Mr. BAILEY. Ongoing, yes. Just refer back, I worked for Congress-
man Gansky in southwest Iowa for a number of years, and the crop
insurance guys were in my office all the time as well.

Here, in this case, I think we've got to do what’s right for the
taxpayers, as well as what’s right for the agricultural industry. One
of the dilemmas we have is the way the subsidies are designed and
everything right now, is that they provide an incentive to move
crop production into marginal areas. And that is a dilemma be-
cause with that incentive and everything, you really increase the
potential for disaster problems as well. So I don’t have any specific
numbers to put out or anything like that, what I'm saying is that
we need to do a lot of analysis on it.

We have some competent people at the university, economists
and ergonomists and everything, and I'm not sure that we’re uti-
lizing those people adequately here as we work on this problem.
We need to give the farmers the risk mitigation and everything
they need, and at the same time, we need to mantain the proper
level of investment by the taxpayers.

The CHAIRMAN. Thank you.

Mr. Bayliss, you talked about, in your testimony at one point,
here let’s see if I can find it, you say the loan program can be very
valuable tool if restructured to reflect a realistic loan price. Then
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you say gaining support for a loan program as opposed to a direct
payment program should be easier.

So are you saying that you think the direct payments should be
moved into the loan program situation, or is that what you’re say-
ing?

Mr. BayLiss. Well, what my point was on that there, and you
just told me that that was not a possibility, but if there was a high-
er loan rate on grain then you would not need so much of a support
program under it, that would help offset it. You could take a look
around and use that as operating captial and not have the risk in-
volved through your normal lender or whatever to help put in the
cost of production. So it was just a tool I could see where we could
utilize a higher loan rate and offset the need for a some kind of
a support program under it.

The CHAIRMAN. You think the revenue program can be fixed?

Mr. BAYLISS. Yes, I do. It’s not going to be easy.

The CHAIRMAN. It’s partly our fault that it got so complicated,
and that’s a long story. But, we’re going to look at this and look
at county prices instead of statewide prices, and try to design it so
you can actually take it to the bank, so the bank can borrow money
on it. I think there’s a potential here with the revenue program
and it’s got to be reworked quite a bit.

Mr. Baywriss. I totally agree. It has to make sense to your lender.
If it’s something he’s going to buy off on, you’re good to go, just so
it has a support base.

The CHAIRMAN. Mr. Lang, you didn’t mention anything about the
support price program, and are you familiar with the work that’s
going on with the National Milk Producers Federation right now in
terms of the new policy they’re looking at for dairy?

Mr. LANG. Are you referring to the insurance, the income insur-
ance? I guess I'm not sure what you're referring to.

The CHAIRMAN. Well, the National Milk Producers Federation
have been on a 9 month effort to redesign the dairy program and
some of the elements that you listed are in there. They’re also talk-
ing about some other things like eliminating the dairy price sup-
port program altogether, getting rid of the $9.90 price support and
going to a what theyre calling marginal insurance program.
They’re going more towards crop insurance type program.

Are you familiar with that?

Mr. LANG. Slightly.

The CHAIRMAN. You don’t know enough about it to know if:

Mr. LANG. No, I know a lot of people in this room know about
it, but I do not. I'd like to point out that the co-op I'm a part of
signed up for the Cooperatives Working Together, which use a pri-
vate loan to remove cows from production, and that’s over.

It is done. It’s not coming back because as milk prices fail to im-
prove from that, people thought well I'm tired of paying for all the
free riders who are also benefiting from this. So I would hope that
any new policy makes everyone pay so that everyone can reap the
benefits.

The CHAIRMAN. What’s being looked at is to see if there’s any
kind of a system to try to rein in production. It would apply to all
areas including unregulated areas and California, equally. So
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whatever we end up doing, I'd like to guarantee you it will be
across the board with everybody.

Mr. LANG. If the government would like to do something very
cheap to improve milk prices, I would suggest that the California
standards for solids, fat, and milk be immediately made nation-
wide. It’s a fair basis for our milk, and it will immediately remove
cows from production.

The CHAIRMAN. I think there’s support for that from some Mem-
bers of the Committee, but there is also interest out there that’s
very much opposed to it.

So anyway, I've run out of time, so I'll yield to Mr. Lucas.

Mr. Lucas. Thank you, Mr. Chairman, and I should admit with-
out any hesitation to the crowd here that coming from western
Oklahoma, I'm a little envious that you get twice as much rain as
I get at home. You, generally, measure your rainfall in feet in this
state, which we generally measure ours in inches in Oklahoma.
Western Oklahoma is a little traumatizing for me.

But with that said, it is a pleasure to be here, and first being
a farmer from Oklahoma, let me ask the panels to compare the
price of farmland in your area that trade in public auctions or pub-
lic exchanges where the market reflects supply and demand accu-
rately, describe for me what land prices have done in this year or
in comparison in the last year or so to, say, 5 years ago. Up, down,
sideways, no sales, up.

Mr. BAyLiss. Up, up, sky high.

Mr. Lucas. Fascinating, fascinating.

The Chairman mentioned the budget situation we find ourselves
in. In 2002 we had $79 billion, $17 billion of it went to conserva-
tion. In 2008 we had $7 million, and I can say this in a bipartisan
way. The Chairman was exactly right with a $4 trillion deficit pro-
jected if you add the last 2 years and next 2 years together, we're
going to be under incredible budget pressure when it comes time
to write that 2012 Farm Bill.

So let me ask the group this: In the spirit of that kind of situa-
tion we may find ourselves in, looking at the conservation title,
what’s the most important thing to you? EQIP CRP, WRP? If any-
one would dare or be willing to offer a response. What does you the
most good? What does your community most good?

Mr. BAILEY. One of the things that maybe we ought to take a
look at is a reverse auction for conservation projects, instead of
using a flat 75 percent or 50 percent or whatever. Look at some of
the ways the CRP has bid to try and get the maximum impact for
the minimum amount of tax dollars that goes into it. Don’t get me
wrong, I don’t have all the details worked out, but I'm just looking
at a different way that you could interface with the producer to
stimulate as much conservation effort as you possibly can.

Mr. Lucas. Let’s add the rest of the crowd in. I'd like to touch
on that, Mr. Bayliss.

Mr. BayLiss. I know in some areas the CRP program put more
money back in the community and stabilized more things in the
marginal ground areas than what it did in the high production.
The CRP program was definitely a blessing in some of the areas,
and especially for some farms and so on. In my area, it’s right
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where we farm, it’s not a big issue because we don’t have CRP pro-
duction, but I know that was a major thing.

Mr. Lucas. Mr. Lang?

Mr. LANG. I milk cows. My brother handles all the farming as-
pects, but I know that we feed things we grow to our cows and
without crop insurance, if we had a disaster, no crop insurance, we
wouldn’t have food for our cows and we couldn’t afford to buy it.

Mr. LucAs. But within the conservation program and your busi-
ness with all the people coming at you with water standards and
environmental standards, are any of those EQIP resources poten-
tially useful to help meet your nutrient water issues and all of
these things? I was getting at in the conservation title itself, I'm
just asking. There’s no right answer.

Mr. LANG. No.

Mr. Lucas. Mr. Volz.

Mr. VoLrz. I feel the CRP, not so much the wetlands program, but
the filter strips that protect our creeks and waterways, I feel most
of these creeks, small rivers water

Mr. Lucas. My grandmother’s pronunciation, crick to ditch.

Mr. Vorz.—should be there because we put those on a couple of
farms that we have, and it has stopped a majority of runoff, and
a 100 year rain from going into the water waste. Now, I feel it’s
very important and it holds the soil back a little bit, and it cleans
up the water.

Mr. Lucas. Mr. Weems.

Mr. WEEMS. I am a fan, and I think most of the conservationists
are a fan of the EQIP Program in some of those wetlands that ap-
proach, working wetlands. That’s a concept in Iowa that’s pretty in-
triguing, and we’ll see how that works within the community to
clean things up and take—get some infiltration there that will
help.

Mr. Lucas. At the risk of stirring up my appropriator friend in
the front row here in the dam rehab program we have an allocation
system where the money is targeted to rehab the upstream flood
control dams based on the greatest need. Yet, new construction
program is based on earmarks, not on a guaranteed thought-out
flow. Do you have an opinion about moving new upstream flood
control dams to a priority system instead of a targeted system? He
hasn’t thrown anything yet from the front row.

Mr. WEEMS. Does my face look blank? I think it might. I'm a big
believer that the best place to stop soil erosion nutrient loss is, if
you go to the source, high, do it right, put the right commitment
to it. I guess that would be the answer from my perspective.

Mr. Lucas. Thank you.

The CHAIRMAN. I thank the gentleman. The gentleman from
Iowa, Chairmen Boswell.

Mr. BosweLL. Thank you.

I go back a few years. We talked about a lot of things back in
the farm crisis, and one of them we talked about, I'm sure we did,
was capital intensity to putting a crop out, and they close to the
vest that the bankers came then, and now cash flow is kind of hard
to work out. And we’ve all talked about safety net, safety net, safe-
ty net.
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So I'd like to address this to all of you. Some have mentioned
that the ACRE Program did not offer enough. What would make
a revenue program work better? What would you do to change
ACRE? All of you, in fact, I'd like for you to all address that, if you
will. I'll start with you, Mr. Weems.

Mr. WEEMS. I'm not a big enough practicing farmer to have
looked at that. I'm going to pass on that question. It’s a bigger
scope than I'm working with currently in my agricultural experi-
ence.

Mr. BosweLL. I understand.

Mr. VoLz. Yes, my opinion on the ACRE Program, when they de-
cided to decrease the DCP payment by 20 percent and your ceiling
price by 30, that limited my end of income or prosperity, whatever
you want to call it, and if they raise that up because we need to
offset the cost of production. If 'm only going to get a $1.20 for my
corn, plus if we do run into really hard times, if we don’t keep our
exports up, and we get into a situation where we have a 3 billion
bushel carryover, we're going to be into that $2 corn range, in my
opinion. When we do that, we’ve also eliminated another 30 percent
of the LDP on my side, which was a guarantee, so in my opinion
they should raise that up, just to improve the cash flow, I guess.

Mr. BosweLL. Mr. Lang.

Mr. LANG. Because we feed what we grow to our cows and it
doesn’t run through a combine, we have no idea how much our
land produces. And to fill out the paperwork for the past 5 years,
we run into this problem as we have no idea. So the—we have an
actual problem with ACRE because we don’t know what numbers
to put on the paperwork.

Mr. BoSwELL. Mr. Bayliss?

Mr. BAYLISS. Yes, that’s—all of that is true. The first problem we
had was is trying to sell the ACRE Program to landlords that are
not familiar with that.

They’re used to the old DCP Program where you're going to get
payment right off the bat. Now you’re trying to sell them, but
you're going to take a 20 percent reduction right off the bat. Sell
this to me, give me something to chew on here, and it’s like, nope,
that’s the way it is. Why would I take a definite guarantee, estab-
lished price on my acres and get a payment and now you want me
to take a 20 percent reduction?

So it’s hard to sell to someone that doesn’t understand the pro-
gram all the way through. I don’t understand that program all the
way through, to be honest with you, but that’s a first thing.

Mr. BosweLL. Do you have a suggestion?

Mr. BAyLiss. What’s that?

Mr. BOoSwELL. Do you have a suggestion of what you'd like to see
happen?

Mr. Baywiss. I think that that needs to be minimized somehow.
It needs to be a payment right off the bat, not a 20 percent reduc-
tion. The second thing is that it needs to be based off countywide
yield other than statewide yield because there are so many vari-
ables across our state. You can have a good program there, but not
be eligible just because of difference in yields across the state.

Mr. BosweLL. Thank you. Mr. Bailey?
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Mr. BAILEY. I think as a general mechanism, the things that we
can do with the ACRE Program to bring the triggers as close to the
farm as possible will improve it. The statewide trigger maybe,
move that to a crop reporting or even better yet the county triggers
on it.

And I know everyone complains that ACRE Program is ultra
complicated, but you have to remember we have computers now.
The fact is that farmers can typically really figure out if a farm
program, as they say, in a New York minute and figure out wheth-
er it’s good for them or not.

So, basically, try and tailor the ACRE Program as much as we
can to fit the individual farm would, I think, move forward.

The dilemma that we really have in changing the ACRE Program
is the money problem right now, to make it work even better to
bring it closer as my two colleagues have said, bring it closer to
comparing with the countercyclical. But I mean, throw one in and
the negotiations with Brazil on cotton, everything means that
there’s a lot more in play than what we think here. We may have
to move some other things that make it more WTO compliant, and
in that event I would look at any revenue that we can work on to
enhance the ACRE Program long term would be a beneficial for
farm programs here in the United States.

Mr. BosweLL. Well, thank you.

The CHAIRMAN. I just commented that probably the only reason
it got in the farm bill, is it saved a billion dollars at the end of the
day, and the truth is we don’t know yet what it’s going to cost. I
had one county signed up 80 percent, and they’re going to get 2%
times more money out of the ACRE Program than they got out of
the traditional program.

I think once people figure out, see these numbers, you might see
things change, but your suggestions are well taken.

The gentlelady from South Dakota.

Ms. HERSETH SANDLIN. Thank you, Mr. Chairman. I thank our
witnesses for their testimony.

Tim Walz is from Minnesota’s southern district along with the
border here with Iowa, Mr. Walz and I worked on the last farm bill
on the beginning farmers and ranchers provisions. And Mr. Bayliss
and Mr. Lang, you both mentioned some of the challenges we clear-
ly face.

In South Dakota at the state level they recently put together
some sort of a linked program, some retiring producers with young-
er producers as it relates to the transition there. I'd like to just go
over a couple of the things that we did in the last farm bill and
get your thoughts on what more we need to do to help beginning
farmers and ranchers.

We increased the amount of direct farm ownership loans. We
guaranteed farm ownership loans. We increased direct farm owner-
ship loans reserved for down payment, as well as direct operating
loans for beginning farmers and ranchers. We provided $75 million
in mandatory funding for technical assistance, training, education,
outreach.

Do you know of any beginning farmers in your area that are tak-
ing advantage of some of what was in the conference report in the
2008 Farm Bill? Are they running into some obstacles on accessing
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these programs to gain some credit, to gain the capital that you
both mentioned is necessary to get them more firmly established?

Mr. BayLiss. I know in our county the programs are available,
some of the young farmers are using them to get going.

The main point I was making on the young farmers is that
they’re limited on what they can do with operating a sizable farm-
ing operation. For them to go to a lender to get the input costs it’s
going to take on it, then you don’t help, and it’s not only to get the
initial money, but it’s also about operating year to year on it, ma-
chinery and rent, inputs.

Ms. HERSETH SANDLIN. Okay.

Mr. Lang.

Mr. LANG. I don’t know anyone in my county that uses the begin-
ning farmer loan or program, but my brother and I looked into buy-
ing a farm several months ago. We went to the bank and had it
all worked out with the banker, and we looked into what govern-
ment programs would be helpful to us. It turned out that no gov-
ernment program was going to make land that 3 years ago was
$6,000 an acre, affordable. So we gave up. The programs are there
and I know about them, but it wasn’t going to make a difference
at all.

Ms. HERSETH SANDLIN. They’re just not sufficient in light of the
increase in land prices, primarily. At least for those that are look-
ing to eventually own the land rather than the cash rents are being
paid out in addition to the leased equipment.

Let me ask you, then, a question about a different program and
see if this is working any better for anyone in your areas. Are you
familiar with the REAP Program? Jeff Fortenberry and I worked
on that in the last farm bill. Jeff’s from Nebraska. The Rural En-
ergy for America Program. Again, the Department just recently re-
leased rules on some of this, but do any—this is, again, to sort of
provide a way to work with the local lender for rural businesses,
farmers and ranchers to pursue energy efficiency projects. Any of
you thinking of applying for any REAP grants?

Mr. BAYLISS. I'm not familiar with that grant.

Ms. HERSETH SANDLIN. Okay. Anyone else familiar with the pro-
gram? Oh, that’s a disappointment.

Mr. Vorz. We looked at the machinery show this last winter, we
looked into it and really haven’t pursued it any farther. I think
there’s a benefit there, but the cost—we looked—10 years ago we
looked into putting up a windmill, and we ran into all sorts of
blockages to get it done

Ms. HERSETH SANDLIN. Yes, our certified electric co-op.

Mr. Vorz. Our REC would not hook up to it, and so that kind
of put a wrench in that machinery and now that—and the cost of
that, I think at that time, was about $75,000 to put up. Well, as-
suming the same size would be three times that today, so what it’s
done is the profits seem to have gone in.

What you can help us with is go right to the guys producing the
windmills, does that make sense?

Ms. HERSETH SANDLIN. Yes, it does.

Any there any other comments on the REAP Program?

I think my time got started a little bit late, but a quick question,
Mr. Volz, the Department of Justice and USDA are hosting com-
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petition workshops, as you know, around the country. You de-
scribed your family’s experience in the pork industry. Given that
poultry and pork are essentially vertically integrated now, do you
feel that that was one of the reasons you had to get out of the busi-
ness in, what did you say, 2007?

Mr. Vorz. Yes, we quit in 2007, we—well, we really quit my op-
eration in 1998 when hogs got down to 10¢ or 12¢. My son got back
into farming, and was doing his thing. We thought on our place we
have the buildings, the buildings are paid for, so we thought we’ll
just buy pigs, so we bought feeder pigs. The price was a little on
the high side, and then the cost of all the input, just went sky high
and we ended up losing about $75 a head on 3,500 head. So that’s
kind of why we quit because we just got a lot of equipment and we
just couldn’t afford to lose anymore money, like the dairy business,
just—not a bottomless pit.

Ms. HERSETH SANDLIN. Well, I think we’d appreciate any supple-
mental testimony you could provide us as it relates to the livestock
title in the last farm bill and what more we might be doing. I've
worked with Mr. Boswell on some provisions as it related to fair-
ness of competitive markets. I think some of what we’re hearing at
the workshops will also provide us some insights and what more
we can do, and additional changes we can make, so, again, with
that, I appreciate your testimony and responses today.

Mr. BOSWELL [presiding.] Thank you.

Before we go to Congressman King, I would like all of us to know
that we appreciated working with the Iowa State Fair to work out
the use of these facilities, and if you see some of the board mem-
bers of the Administration, tell them we appreciate it. They opened
up the restaurant, if you get hungry or something, feel free to go
out there and patronize them. They’re here for us. They’re normally
not open except during the fair or occasions going on here.

At this time I'd like to recognize my colleague from Iowa, Con-
gressman King.

Mr. KiNG. Thank you, Mr. Chairman. I thank the witnesses.

Mr. BosweLL. Can you get your microphone up there, Steve?

Mr. KING. You might be able to hear that. I'd like to first make
an observation. It’s interesting to me at the beginning before the
testimony began, I was having a discussion with Mr. Bailey about
how you get your best thinking done from the seat of a tractor or
a machine. Mr. Weems testified that he does the same thing. I
imagine that’s true for all of you. I think that’s one of the reasons
why we have so many clear thinkers out here in this part of the
country, we could use more of you in Washington.

But it’s also interesting that Mr. Bailey and Mr. Weems both
talked about site-specific research in your case, and watershed-spe-
cific approach to conservation in your case, Mr. Weems, and I don’t
think that’s a coincidence either. I think that some of those things
you thought about from the seat of a machine. And so I just reflect
us sitting here in this setting here in this city with a Ph.D. in envi-
ronmental engineering to explain to me that there was a high
amount of nitrates in the water in the Raccoon River and that it
had gone up 60 percent in forty years. He had the tests to prove
it, and I asked him where did you take those tests, and he said
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right out here in the river. And I know they come from the feedlots
and the farms near the Raccoon River.

I'll tell you that’s not site-specific and to point the finger for high
nitrates at whomever you decide you might want to put the blame
on isn’t good enough for me. And I have long argued that we need-
ed far more site-specific research done, and we had the debate in
Iowa about credible data. There were many that arguably should
not let people introduce data that didn’t have their proper certifi-
cation to do so. I argued that we should plug all that data and re-
sults from the spreadsheet, youll know who’s cheating and who’s
not and we’ll have a lot of data. Well, now we have the Iowa soy-
bean producers working in conjunction with others to do some real
credible data research that is site-specific and watershed-specific.
I want to ask Mr. Weems if you're familiar with that program and
what you might have to tell this panel about it.

Mr. WEEMS. There are lots of projects in the state currently that
are site-specific relative to banding watershed, people who live in
a watershed together using resources, using technology, using our
experts at hand that know about those things.

We're doing a lot of that and that refers back to my comment
that we have to go after the worst first, or we have to identify the
very sensitive areas, the most sensitive areas. We have to get the
biggest bang for the buck. We have to go and take care of those
areas first, and I think that happens through watershed-specific
projects where everybody bands together. I think the end product
is bigger than the individual pieces. The more people you put into
it, the bigger the project, the bigger good you get out of it.

Mr. KING. Thank you, Mr. Weems.

I know there’s a clock here, so I would like to ask the panel if
they acknowledge or nod to me I'm going to go through a list of
some of the programs, and if I leave some out, please remind me
of what I missed. But has anybody in the last 2 years qualified for
LDPs, or countercyclicals, or ACRE, or EQIP, or CRP, or CSP? How
am I doing?

First one would have been CRP, probably, that’s what I saw the
nod for, and I expect that’s the case. That program has been going
on for more than 2 decades.

CSP?

So I've gone through the list. What about direct payments? Has
anybody on the panel that’s an active ag producer not qualified for
direct payments? Let the record show that everybody has quali-
fied—does qualify for direct payments.

So I set this up for this reason. Now I would ask the panel, I'll
start with Mr. Bailey, what do the taxpayers get for the direct pay-
ments? What’s the purpose of them, and what do the taxpayers get
in return?

Mr. BAILEY. Well, the taxpayer gets a payment into the contract
that I talked about at the beginning between agriculture and the
rest of society. It is a bottom-line payment for participation for
being involved in programs, and as far as I'm concerned, that is the
general parameter of it, and I won’t go further by evaluating
whether that’s a good sale for the taxpayers or not.

Mr. KiNG. Mr. Bailey, would that mean also that what it is is
part of the contract with the consumers, with the broader society,
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but in exchange, would it be specifically the only thing that any—
likely that any of the people who are ag producers that didn’t qual-
ify for any other benefits—would that be the only thing that is a
government incentive to be conservation compliant?

Mr. BAILEY. It would be a dominant one, yes.

Mr. KiNG. Perhaps EQIP or something else of that nature?

Mr. BAILEY. Yes.

Mr. KiNG. That is the general dominant, and so its conservation
compliance would be the purpose of direct payments.

Mr. BAILEY. One of them, yes, is critical.

Mr. KING. Well, I appreciate that.

Does anybody have any comment on that particular conclusion
that we’ve reached, and if not, rather than open up another subject
matter, I make the comment that I—I think Mr. Bailey also is the
only active pork producer.

Mr. BAILEY. Not anymore.

Mr. KING. Not anymore. Mr. Volz is not anymore, so we don’t
have an active pork producer on the panel, nor in the next section
of witnesses, which I regret that we left that out, that’s probably
partly my fault, unless Mr. Volz had a brief comment.

Mr. VoLz. We have facilities out—we rent our facilities out to a
neighbor that improves his hog flow because we get the tail enders
so we can clean his building out quicker so he can get another turn
a year. We end up getting a couple hundred head of pigs out of
each of his facilities, and then finish finishing the rest, I would say,
190 to 240 or 50 or whatever they want them at, and we get paid
a fee per head that’s about all we have to do. There are still a few
hogs on the place, but nothing like it was.

Mr. KiNG. Thank you, Mr. Volz, I appreciate it.

I thank all the witnesses.

Mr. Chairman, I yield back the balance of my time.

The CHAIRMAN [presiding.] I thank the gentleman, the gen-
tleman from California, Mr. Costa.

Mr. CosTA. Thank you very much, Mr. Chairman, for beginning
this effort to set the dialogue for the 2012 Farm Bill on this first
swing. I want to thank Congressman Boswell for hosting us here
in this beautiful State of Iowa and my Iowa colleagues. I hear a
lot about Midwest farming and it’s always good to come out here
and be able to see it.

Let me ask you first with the panel: Do any of you hedge your
crops with future contracts? How effective of a risk management
tool is it? I don’t know, Mr. Bayliss, or the head nodding that’s
going on over here, Mr. Bailey?

Mr. BAILEY. Well, these are basically complicated marketing deci-
sions, and——

Mr. CosTA. I know.

Mr. BAILEY.—the success you have depends on the skill by which
you can evaluate the market and take those positions.

Basically, whenever you enter into a futures market or an op-
tions market, you either triple or quadruple your marketing deci-
sions because if you deal only in cash you only have to make one
decision when you sell it. If you go the futures, you have to go into
the future to get out of the future and you still have to sell the
cash. One of the——
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Mr. CosTA. What’s your rule of thumb?

Mr. BAILEY. My rule of thumb is an evaluation of a general mar-
ketplace to determine, in my mind, whether there’s going to be a
major swing in prices. If there’s going to be a major swing in prices
in order to protect your cost of production and so forth, you prob-
ably better go ahead and take the position on the futures market.
I will not do it 100 percent of the time, but that’s just my mar-
keting plan and part of the problem I've got——

Mr. CostAa. What’s your business plan?

Mr. BAILEY. Just the business. Part of my problem is that for the
first forty some years of farming I was like Mr. Lang and I fed
every kernel of corn and every silage and every bit of hay that I
grew, and you didn’t worry too much about the futures market at
that time. So my son and I are still in transition of gradually mov-
ing towards a cash/grain operation and the use of those tools are
different than when you were——

Mr. CosTA. But you're saying it’s an effective risk management
tool and a lot of your farmers surrounding you use it?

Mr. BAILEY. It can be, yes, with proper marketing skills it can
be an effective tool.

Mr. CosTA. Mr. Lang, you talked about three generations of your
family farming. How many dairy cows are you milking?

Mr. LANG. We milk about 500.

Mr. CosTA. Well, like you my family has been in the dairy busi-
ness for three generations, so I could get a job elsewhere if I didn’t
have this one. I do have some redeemable skills.

You spoke about the California standards. I'm obviously familiar
with them since we’ve been in that place for a long time. Would
you go into more detail? I tried to get the California standards in
the last farm bill, unsuccessfully. What benefits would there be, to
not only producers, but also from a nutrition standpoint if these
standards were adopted nationwide?

Mr. LANG. When they process milk, the first thing they do is take
out every part that’s good for you.

Mr. CosTA. Right.

Mr. LANG. And then they put some of it back in.

Mr. CoSsTA. That’s why we always like the raw milk.

Mr. LANG. When they sell skim milk, it’s had all the fat removed,
and it’s also had the protein removed. I believe the California
standard makes us put protein, they can still sell nonfat milk, but
the protein that’s good for you has been put back into the milk.

It also changes how they pay you for the milk because all the im-
portant things they take out of the milk, well, they don’t have to
pay you for all of those important things that they take out of the
milk. So it accurately pays people for the quality and components
of the milk they produce, and it dropped down the price, not pric-
ing, but the somatic cell count process. Somatic cell is the indicator
of the quality and the healthiness of the milk.

Mr. CosTA. Before my time expires, you're saying it’s good for the
consumers?

Mr. LANG. It’s good for the consumers. It’s healthy.

Mr. CosTA. And good for the producers because more of that
product is put back in the milk?

Mr. LANG. Yes.
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Mr. CosTA. You also testified on the boom and bust cycles. You
know, it started in California, the milk, in 2008 and we’re trying
to—the Chairman mentioned an alternative milk proposal with the
National Holstein Association that’s more market price sensitive. I
think dairymen have to, at some point in time, have to get control
of some level of the supply of milk if they’re going to have any abil-
ity to have impact on their price. What’s your thought?

Mr. LaNG. Well, as milk price drops, it’s a tendency of the pro-
ducer to——

Mr. CoSTA. If the prices are down, you produce more milk; if the
prices are up, you produce more milk, that’s not a joke anymore;
it’s this boom and bust cycle.

Mr. LANG. I think if someone was serious about taking care of
the supply, oversupply, problem we have in the country, we make
people sell better milk and that immediately removes cows from
the market. If you have a cow that’s not producing healthy milk,
I can milk her, I can sell her milk, but we shouldn’t do that. If you
want to reduce the supply of milk, improve the quality of the milk.

Mr. CosTA. Well, my time has expired, but I want to thank,
again, all of you, the witnesses here and look forward to reading
all of your testimony.

Thank you very much, Mr. Chairman.

The CHAIRMAN. I thank the gentleman. The gentleman from
Iowa, Mr. Latham. We’ll ask him at the beginning of the statement
to explain to the audience about CHIMPS. I'm just kidding.

Mr. LATHAM. About what?

The CHAIRMAN. CHIMPS. Changes in mandatory programs, what
you guys do over in Appropriations. I'm kidding.

Mr. LATHAM. We're trying to help you out, Mr. Chairman, that’s
all.

This maybe is kind of a different kind of question, not specifically
about the farm bill itself, but family farm operations, and I think
each and every one of you. What do you see today as the biggest
threat to, I think generationally, maintaining a family operation?
And it doesn’t have to be pertaining to the farm bill, whether it be
the death tax maybe not being fixed.

We have some environmentalists today that—the same lawyer
that brought up the idea of indirect land use is also advocating now
that the larger the farmers are, the better because then the govern-
ment can better regulate farms. They can have more control, you
have taxes, EPA. What do you see as the biggest threat to your op-
erations, long term, to a family farm operation? Start——

Mr. BAILEY. Congressman Latham, short term it’s that agricul-
tural policy and basically policy of this country is going to be hi-
jacked by special interest groups. I won’t go any further and name
any names. I think that we all understand that the forces of money
behind the special interest groups to try and warp and use public
policy for their end, is a real hazard.

The second one right behind it is the structure of agriculture.
The fact that we've already talked about the culture being
vertically integrated. You know what happened to the pork pro-
ducers on this panel. We're not very far from the beef industry
from being vertically integrated, and let’s face it, with the pat-
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enting of DNA, it is now possible to vertically integrate the crop
industry.

So to me those are the big hazards to family farms because basi-
cally when that happens, we become minimum-wage barn cleaners
and tractor drivers.

Mr. LATHAM. Mr. Bayliss.

Mr. BAYLISS. I see one of the challenges is just with the high-tech
industries going to get to compete in agriculture. It’'s getting the
younger farmers the financing because, just like it was mentioned,
I think we’re going to be down basically to corn and soybeans in
our area unless we want to get into putting up huge buildings and
closing operations, but just be able to financially keep the young
farmers going and our children going. Looking into the future, we
need to have something in the farm bill that’s going to be struc-
tured for way out, more than just next week, next month, next
year, twenty years, thirty years down the road because they’re
well-educated, our young kids. They went to college and are well-
educated kids, just keeping up financially to be able to operate in
that structure, machine costs, cost of production that’s my big con-
cern to keep the family farms in the family.

Mr. LATHAM. Thank you. Mr. Lang.

Mr. LANG. The largest challenge for dairy farmers today and par-
ticularly young people who want to farm, particularly dairy, is the
lack of return on your invested time and labor. I can do lots of
things that pay a lot better than what I do now, and I wouldn’t
have to work nearly as hard. I do what I do because I love my
cows, and I don’t expect to get rich, and that’s a sacrifice I make.
I like what I do, but I don’t make very much money doing it.

Mr. LATHAM. Thank you. Mr. Volz, do you have——

Mr. Vorz. Well, the biggest one for us is the death tax. We're
looking at the future, when your day comes, but when that hap-
pens especially when land is valued in our area $5,000 to $10,000
an acre. I would hate to see what we worked hard and what my
grandparents did, my dad did, and what I'm doing, be gone because
we can’t afford to pay 50 percent in death taxes. Like the high cost
of machinery inputs. It’s everything going out of alignment. I don’t
know how it did it, but, well, ethanol started it there wasn’t going
to be enough corn, I guess that’s that there.

Mr. LATHAM. Mr. Weems, very briefly, if you can.

Mr. WEEMS. Something along a little bit different line that I
worry about is for people outside of agriculture to understand us
and know us. As we get more efficient, as there are fewer and
fewer of us, and it’s generations two and three maybe even four
generations from the farm, there are lots of people who like to have
the impact on what we do or part of the impact is is that there
isn’t. They don’t know how to make an impact, and that’s a chal-
lenge for us, just to get the general population to understand what
we do and why we do what we do, and how we have to do it, and
that’s my concern.

Mr. LATHAM. Thank you very much, Mr. Chairman. Thank you,
panel.

The CHAIRMAN. Thank you, panel, and I thank all the witnesses
for taking your time today and being with us today and providing
your testimony and for answering questions. We appreciate that.
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I'd like to recognize we have some people here from USDA, the
Iowa State FSA Director John Whitaker. John stand up. Iowa
State Rural Development Director Bill Menner. Iowa State Con-
setl)'vationist, Richard Sims. So give them a hand; they do a great
job.

And T'd also like to recognize our friends from United Food and
Commercial Workers who are with us today. They are an impor-
tant part of agriculture and process our products, and so we appre-
ciate you being with us today.

And so the panel is dismissed.

We'll call the next panel up, and Members, I'm going to give you
a 5 minute break to stretch your legs a little bit.

[Recess.]

The CHAIRMAN. We’ll welcome the second panel to the table, and
Mr. Warren Erickson who’s a dairy processor from Des Moines, and
Jim Schaben from Dunlap, Iowa. Bob Skow, crop insurance rep-
resentative from West Des Moines, and Jeff Stroburg, cooperative
operator from Ralston, Iowa.

So, we welcome all of you to the Committee, and Mr. Erickson,
you can begin when you're ready.

STATEMENT OF WARREN ERICKSON, DAIRY PROCESSOR, DES
MOINES, IA

Mr. ERICKSON. Mr. Chairman, welcome to Iowa.

The CHAIRMAN. Get up close. I have seen it a couple times.

Mr. ERiCKSON. Thanks for the opportunity to be here today. My
name is Warren Erickson. As you know, I'm the Chief Operating
Officer of Anderson Erickson Dairy. We're located just down the
street here in Des Moines. This year AE is celebrating our 80th an-
niversary as a family owned and operated business. And I'm part
of the third generation at AE and help run the company with my
sister and my father.

AE is one of the few remaining independent dairy processors in
the country and Congressman Boswell knows our company well,
and I’d like to thank him on behalf of the entire dairy industry for
his leadership.

Today we're at a crossroads regarding U.S. dairy policy. For more
than a year, this Committee has heard from hundreds, if not thou-
sands, of dairy farmers who have been ill-prepared to deal with the
volatility and tumultuous downturn in 2009 milk prices. That’s
coming off a period of record high prices in 2007 and 2008. This
dairy price volatility has driven some out of business, and it creates
difficulties for all dairy-related businesses in their planning proc-
esses; however, we compete in a food marketplace where others
have just as much, if not more, volatility with their agricultural
commodities.

What'’s different for them? Well, to begin with, they don’t have
milk as a primary ingredient, and so they’re not subject to the va-
garies of the USDA’s milk price regulations and their intervention
in the marketplace in the dairy price support program. In addition,
they have better marketplace financial tools to mitigate their risks.
As a result, their entire supply chain can, and usually does, use
those tools to plan their business activities despite that greater vol-
atility. And from what I can tell after observing some of the pro-
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posals from dairy industry groups and the hearings this Committee
has held in the past year, 'm encouraged that the dairy industry
seems to be agreeing that we need significantly better risk manage-
ment tools.

But before talking about risk management, I did want to spend
a moment to talk about the notion that price volatility can be con-
trolled by regulating this U.S. milk supply. This concept hasn’t
worked for other agricultural products, and I don’t think it will
work for dairy either.

In the past decade, the milk supply in Iowa has grown about 11
percent. Today at AE we use 100 percent Iowa farm milk. That’s
compared to 65 percent just 3 years ago. This growth in Iowa milk
production has been good for our state. It’s created investments in
jobs that would not have been possible if the supply management
policies being proposed by some had been in place.

That’s not saying it’s been easy with the dairy producers in Iowa.
They've struggled just like everybody else, but the point I'm mak-
ing is the solution to manage price volatility is not to have the gov-
ernment manage the milk supply. They tried that in Canada and
that supply management hasn’t worked. Now, in Canada, they are
stuck in stagnant production, stagnant consumption and Canadian
dairy investment is moving to the U.S. because of some supply con-
cerns. We should encourage growth as it leads to increased invest-
ments and jobs.

I want to get back to the discussion of risk management because
I think that’s where the Members of this Committee can really be
helpful in leading the dairy industry toward new, better policies.
USDA spent $5.4 billion on crop insurance premium subsidies in
2009, but none of that was spent on dairy revenue subsidies. Pro-
posals, including one they mentioned earlier by the National Milk
Producers Federation, that focus on margin protection, make a lot
of sense to me. This approach makes sense because it allows the
producers to protect the margin between the milk prices and the
feed prices and other costs. That’s the same thing you have to do
at AE. We have to protect our margin and sale price and our milk
price. And this fundamental business model should be the same for
the farmers.

As I told this Committee 3 years ago, I'm not a big fan of the
Federal Milk Marketing Order system. It constrains our ability to
innovate and price milk according to the highest value in the mar-
ketplace. I recognize this Committee is not likely to throw the
whole system out. So I ask that you would significantly simplify it
and support efforts and discussions within the dairy industry on
what details of such a simplification would look like.

I feel optimistic about the future for dairy producers and proc-
essors in Iowa and across the country. I'm proud to help supply
AFE’s customers with nutrient rich dairy products. We keep all that
good stuff in there when we process it. We were a little bit set back
earlier, but our industry has great potential to prosper if our poli-
cies and regulations encourage rather than discourage creating new
and innovative dairy products customers are looking for, as well as
not limit in any way our milk supply to grow and meet market de-
mand both domestic and abroad.
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I respectfully ask this Committee to focus on putting in place ap-
propriate dairy farm safety nets and encourage great use of finan-
cial tools to mitigate risks, while getting rid of the current dairy
policies that aren’t working and to simplify the Federal milk pric-
ing system. Supply management in all its shapes and forms is a
threat to the future of AE and to the entire U.S. dairy industry.
Thanks again for the invitation.

[The prepared statement of Mr. Erickson follows:]

PREPARED STATEMENT OF WARREN ERICKSON, DAIRY PROCESSOR, DES MOINES, IA

Thank you for the opportunity to be here today. I'm Warren Erickson, Chief Oper-
ating Officer of Anderson Erickson Dairy Company in Des Moines, Iowa. This year
AE is celebrating 80 years as a family owned and operated business. I am a third
generation dairy operator and run the company with my sister and father. AE is
one of the few remaining, large independently-owned dairies in the country. Con-
gressman Boswell knows our company well, and I would like to thank him for his
leadership as our Congressman on behalf of the Iowa dairy industry.

I don’t need to tell any of you that today we are at a crossroads on U.S. dairy
policy. For more than a year, this Committee has heard from hundreds, if not thou-
sands of dairy producers who have been ill-prepared to deal with the tumultuous
down turn in 2009 milk prices following the period of record high prices in 2007
and 2008. This dairy price volatility has driven some out of business. It creates dif-
ficulties for all dairy related businesses, from input suppliers to grocery stores and
restaurants, in planning their business activities.

However, we compete in a food marketplace where others have just as much if
not more agricultural commodity price volatility. What is different for them? To
begin with, they do not have milk as their primary ingredient and therefore are not
subject to the vagaries of USDA’s milk price regulations and interventions in the
marketplace under the dairy price support program. In addition, they have much
better marketplace financial tools to mitigate risk. As a result their entire supply
chain can, and usually does, use these tools to plan their business activities despite
greater price volatility than seen in the dairy industry in recent years.

From what I can tell, after observing some of the proposals from dairy industry
groups and the hearings this Committee has held in the past year—I'm encouraged
that the dairy industry seems to be agreeing that we need significantly better risk
management tools. But before I talk more about risk management—I want to ad-
dress the ill conceived notion that price volatility can be controlled, or avoided, by
regulating the U.S. milk supply.

Can you imagine if today corn or soybean growers came in and asked you to write
a law that would take us back to acreage set asides in an attempt to control produc-
tion and limit their ability to meet growing domestic and export demand? Basically,
that is exactly what some dairy producers and their organizations are asking for.
Corn and soybean prices both experience more price volatility than dairy—in fact
most commodity markets have more volatility than dairy—but these other com-
modity markets have two things the dairy industry does not.

First of all, government policy for other agricultural commodities focuses on pro-
viding subsidized insurance programs and direct payments as a farm safety net. In
addition, there are not government programs that dictate prices that must be paid
to farmers each month.

Second, they have market based risk management tools that allow them to man-
age price volatility. These other commodity industries understand the very negative
market consequences of trying to control price volatility through government inter-
vention; that is a key reason there are no longer acreage set asides. For these com-
modities, the last thing they would want Congress to do is limit their potential to
meet growing demand, both domestic and abroad, with a mandatory, government
run supply management policy.

In the past decade, the milk supply in Iowa has grown by over 11%. Today AE
uses 100% Iowa farm milk—compared to just 65% 3 years ago when we imported
farm milk from other states. This growth in Iowa milk production, investment
and job creation would not have been possible if the supply management
policies being proposed by pockets of producers in a few states had been
in place. That’s not to say that it’s been easy for dairy producers in lowa—far from
it, our dairy farmers both large and small have struggled like those everywhere. But
the point I'm making is that the solution to managing price volatility is not to have
the government manage the milk supply.
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I get really nervous when I look north to Canada and see what has happened to
their dairy industry since they implemented supply management in the 1970s:

B Canadian farm milk production is lower today than then; U.S. farm milk pro-
duction has grown by over 60% during that time.

B Per capita dairy consumption in Canada has been flat over the past 30 years;
U.S. per capita dairy consumption has grown by 11% during that period.

B The total value of Canadian dairy exports is down in recent years; meanwhile,
U.S. dairy exports have nearly doubled in recent years—in 2002, U.S. dairy ex-
ports accounted for about 5% of U.S. milk production only due to significant use
of government export subsidies (DEIP), while dairy exports have accounted for
abguﬁdlo% of U.S. farm milk production since 2007 with very little use of export
subsidies.

B Canadian dairy processors are expanding here in the United States, through
acquisitions and new investments because their milk supply at home is con-
strained.

Government supply management in the U.S. dairy industry would take us in this
same direction. If you restrict growth, no matter how cleverly designed a policy
might be, or the rhetoric behind it, the U.S. dairy industry loses—it would lead to
job reduction and reduce incentives for this industry to reinvest in its infrastructure
and cultivate new investment to meet growing dairy demand both here and abroad.

Now I want to get back to the discussion of risk management—because I think
that is where Members of this Committee can be most helpful in leading the dairy
industry towards new and better policies.

USDA spent $5.4 billion on crop insurance premium subsidies in 2009, but none
of that was spent on dairy revenue insurance premium subsidies. The one dairy-ori-
ented program in existence today—the Livestock Gross Margin insurance program
(or LGM-Dairy) started in late 2008, but is hardly used by dairy farmers even
though it is designed to protect against unexpected declines in gross margin (market
value of milk minus feed costs) on a target quantity of marketed milk. This program
certainly needs to be more affordable for producers, and USDA needs to focus on
education and outreach to get more farmers protected. There are also other pro-
posals, including one that the National Milk Producers Federation is proposing that
focuses on margin protection, and we think that is an idea that looks promising.

This type of approach makes sense because it would allow producers to protect
the margin between milk prices and feed and input costs. At AE, we have to protect
the margin between what we receive for our packaged dairy products and the regu-
lated minimum prices we pay our farmers. This fundamental agribusiness model
should be the same for farmers. When milk prices are high and feed costs are also
high, a price based farm safety net is completed outdated. There have been times
when farm milk prices were higher than they are today, but feed costs were even
higher and farmers still needed help then. There are other times when milk prices
are lower, but feed costs are also low, and farmers may not need as much assistance
during those periods. For this reason, I believe the concept of a farm safety net pro-
gram that is designed around protecting a farmer’s margin between their milk price
and feed costs should be the central focus of this Committee, and the resources cur-
rently used for other programs, such as the dairy price support program, should be
redirected.

I would also likely to briefly address the Federal Milk Marketing Order (FMMO)
system and the current mandatory price reporting we have in the dairy industry.

As T told this Committee 3 years ago, I am not a fan of the FMMO system. It
constrains our ability to innovate and price milk according to the highest value it
has in the marketplace. But I recognize that this Committee is not likely to throw
the system out entirely. So I ask that you significantly simplify it and support ef-
forts and discussions within the dairy industry on what the details of such a sim-
plification would look like.

Recently a number of dairy groups asked USDA to consider requiring more fre-
quent price reporting on a greater number of dairy products. I'm certainly all for
better access to market price information, but frankly, over 70% of the milk in the
U.S. is priced off monthly announcements from USDA, using weekly average man-
datory price reports. Until the marketplace is allowed to determine milk prices, and
that would only come through significant changes to the Federal order milk price
regulations, changing USDA’s frequency and volume of price reporting requirements
would only be window dressing.

The current weekly reporting is based on each day’s sales, and is still only used
to change Federal order farm milk prices once a month. What good would reporting
and publishing that data more frequently do if the industry cannot use that infor-
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mation to change farm milk and other prices more often as desired by both buyers
and sellers? The current system does not allow for tailoring procurement and sales
price changes more often than once per month, so what good is having daily price
information if we can’t use it.

I am also concerned that, rather than simplify the Federal order price regulations,
others would call for this newly reported data to be used to make the price formulas
more complex or increase the number of classes of milk. More regulation and report-
ing will not help Iowa dairy farmers and Iowa dairy processors like my company
stay competitive.

I feel optimistic about the future for dairy producers and processors in Iowa and
across the country. I am proud to help supply AE’s customers with nutrient-rich
dairy products. Our industry has great potential to prosper if our policies and regu-
lations encourage rather than discourage creating new and innovative dairy prod-
ucts consumers are looking for, as well as not limit in any way our milk supply to
grow and meet market demand both domestic and abroad. I respectfully ask that
this Committee focus on putting in place appropriate dairy farm safety net and en-
courage greater use of financial tools to mitigate risk while getting rid of current
dairy policies that aren’t working, and to simplify the Federal order milk pricing
system. Supply management, in all its shapes and forms, is a threat to the future
of AE and the entire U.S. dairy industry.

Thank you again for the invitation to speak today.

The CHAIRMAN. Thank you, Mr. Erickson for your testimony.
Mr. Schaben, welcome to the Committee.

STATEMENT OF JIM W. SCHABEN, JR., LIVESTOCK OPERATOR,
LAMONI, TIA

Mr. SCHABEN. Chairman Peterson, Congressman Boswell, Agri-
culture Committee Members, staff and guests, I want to thank all
of the Members of the Agriculture Committee and staff for the invi-
tation to give testimony here today and allowing each of us the op-
portunity to express our feelings and concerns, apprehensions and
gnthusiasm about agriculture both here and all across the United

tates.

My name is Jim Schaben. I reside in Dunlap, Iowa, a town of
less than a thousand people in western Iowa. Like most towns the
size of Dunlap in the Midwest, our community is heavily dependent
on the health and well-being of agriculture.

I'm a part owner in the Dunlap Livestock Auction, a now third-
generation family business that was started in 1950 by my parents.
Most recently we've expanded our business to include a livestock
auction in eastern Nebraska in the town of West Point. Between
the two markets, we are currently selling between 175,000 and
190,000 cattle annually. Our business is made up of all facets of
the cattle industry including selling finished weight steers and
heifers ready for harvest to packers across the Midwest, selling lo-
cally raised feeder cattle for feed yards both large and small in a
mostly seven-state region, and selling replacement females to help
populate the pastures in the upper Midwest.

Having a cattle auction nearly every week, every day of the week
has its ups and downs, but it does allow me to conduct business
on a day-to-day basis with some of the best people this country has
to offer. I'm excited to tell folks that most recently my son has
joined our business with the hope of being able to raise one more
generation in the heartland serving America’s cattle producers.

Some of the events of the recent past that are a cause of concern,
I want to address today. In the last 5 years, I have watched a huge
change in the cow/calf business in the Midwest. There’s been a
flight out of the cow business at paces I've never witnessed in my
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thirty years at the livestock auction. Those huge numbers of cow
dispersals have been caused by an economic disparity when you
compare profitability with the cow business, with other aspects of
agriculture, most notably farming. With the recent rally in grain
prices and the advances in yield technology, we have watched the
demand for pasture increase from the pressure of crop farmers to
the point it is either driving the cow men off the land, or turns the
pasture into grain crops because of the higher dollar acre return.

I do understand economics and the forces of supply and demand,
but the field of play has not always been level in the livestock in-
dustry. In order to keep the livestock producer on the land, and en-
sure that his way of life is kept intact for generations to come,
something is going to have to change and hopefully change quick.

In the writing of the 2012 Farm Bill, I would ask Members and
staff to explore a greater length and depth for the possibility of fur-
thering the idea of a partnership of sorts that could bring cow pro-
ducers, conservationists, and grain farmers to the table allowing a
more aggressive set aside program that would give more consider-
ation to the cowmen. Partial grazing of CRP acres is a great start,
but the programs need to be enhanced and allow the cowmen more
access to those acres. Being able to graze the CRP acres for only
a few months in already a short season poses all sorts of problems.
Allocating the cost of fencing for short grazing period is just not
cost effective. What happens with the cows during those months
you cannot graze the CRP. There are serious extra trucking costs,
moving costs in bringing animals back and forth from the CRPs in
the short period of time. These expenses add to an already thin
profit margin making the decision to disperse a cow herd a dis-
appointing realty.

If marginal farmland could be set aside with the program that
puts the emphasis on encouraging cow/calf production along with
conservation, I believe it could be a good situation for all involved.
We need to encourage participation from young cattle producers,
landowners or landlords and the Federal Government. All the
while the primary concern should be a level playing field and en-
hancing economic vitality in the cow industry in this country.
We’ve had a good start with the last farm bill, but the program
needs to be improved. Anything that can be done to ensure the sur-
vivability of our young agricultural producers has proven to yield
all kinds of positive results in our community both economic and
societal. T hope you’ll keep the economic well-being and surviv-
ability of the livestock producers as a high priority in the 2012
Farm Bill.

Again, I want to thank all the Members of the Agriculture Com-
mittee for your time and commitment to this country and all of ag-
riculture.

Thank you.

[The prepared statement of Mr. Schaben follows:]

PREPARED STATEMENT OF JIM W. SCHABEN, JR., LIVESTOCK OPERATOR, LAMONI, TA

I want to thank all the Members of the Agricultural Committee and staff for the
invitation to give testimony here today and allowing each of us the opportunity to
express our feelings, concerns, apprehensions and enthusiasm about agriculture
both here in Iowa and all across the United States.



330

My name is Jim Schaben and I reside in Dunlap, Iowa, a town of less than 1,000
people located in western Iowa. Like most towns the size of Dunlap in the Midwest
our community is heavily dependent on the health and well being of agriculture.

I am a part owner in the Dunlap Livestock Auction, a now third generation family
business that was started in 1950 by my parents. Most recently we have expanded
our business to include a livestock auction in Eastern Nebraska in the town of West
Point. Between the two markets we are currently selling between 175,000 and
190,000 cattle annually. Our business is made up of all facets of the cattle industry
including selling finished weight steers and heifers ready for harvest being sold to
packers across the Midwest. Selling locally raised feeder cattle bound for feed yards
both large and small in a mostly seven state region and selling replacement females
to help populate the pastures in the upper Midwest. Having a cattle action nearly
every day of the week has its ups and downs but it does allow me to conduct busi-
ness on a day to day basis with some of the best people that this country has to
offer. I am excited to tell folks that most recently my son has joined our business
with the hope of being able to raise one more generation in the heartland serving
America’s cattle producers.

It is some of the events of the recent past that are a cause of concern that I want
to address today. In the last 5 years I have watched a huge change in the cow/calf
business in the Midwest. There has been a flight out of the cow business at a pace
that I have never witnessed in my 30 years at the livestock auction. Those huge
numbers of cow dispersals have been caused by a economic disparity when you com-
pare profitability of the cow business with other aspects of agriculture most notably
grain farming. With the recent rally in grain prices and the advances in yield due
to technology we have watched the demand for pasture increase from the pressure
of crop farmers to the point it is either driving the cow man off the land or he him-
self turns the pasture into grain crops because of the higher dollar per acre return.
I do understand economics and the forces of supply and demand but the field of play
has not always been level when the livestock industry is involved. In order to keep
the livestock producer on the land and ensure that his way of life is kept intact for
generations to come something is going to have to change and change quick.

In the writing of the 2012 Farm Bill I would ask that Members and staff explore
at a greater length and depth the possibility of furthering the idea of a partnership
of sorts that could bring cattle producers, conservationists and grain farmers to the
table allowing for a more aggressive “set-aside” program that would give more con-
sideration to the cow man. Partial grazing of CRP acres is a great start but the pro-
gram needs to be enhanced and allow the cowman more access to those acres. Being
able to graze CRP acres for only a few months during an already short season poses
all sorts of problems. Allocating cost of fencing for a short grazing period is not cost
effective. What happens with the cows during the months that you cannot graze the
CRP. There are extra trucking costs moving animals back and forth from CRP.
These expenses add to an already thin profit margin making the decision to disperse
a cow heard a disappointing reality.

If marginal farmland could be “set aside” with a program that put the emphasis
on encouraging cow calf production along with conservation I believe it could be a
good situation for all involved. Encourage participation from young cattle producers,
land owners and/or landlords and the Federal Government. All the while the pri-
mary concern should be to level the playing field and enhance the economic vitality
of the cow industry in this country. We’ve had a good start with the last farm bill
but the program needs to be improved. Anything that can be done to ensure the
survivability of our young agricultural producers has proven to yield all kinds of
positive results in our communities both economic and societal.

I hope you will keep the economic well-being and survivability of the livestock pro-
ducers as a high priority in the 2012 Farm Bill.

Thank you again to all the Members of the Agriculture Committee for your time
and commitment to this country and all of agriculture.

The CHAIRMAN. Thank you very much for that testimony. Mr.
Skow.

STATEMENT OF BOB SKOW, CROP INSURANCE AGENT
REPRESENTATIVE, WEST DES MOINES, IA

Mr. SKow. Thank you. I'm here on behalf of the Independent In-
surance Agents of Iowa who represent the business interests of
every Iowa independent insurance agency. We represent over 720
agencies in the state and have about 291 branch offices, so we have
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over a thousand door fronts located in virtually every community
in this state. We appreciate the opportunity to provide our perspec-
tive today on what role the independent insurance agent plays in
the delivery of the Federal Crop Insurance Program.

Independent agents offer all lines of insurance: Property, cas-
ualty, life, health, employee benefit plan, and retirement products.
Our agents live in their communities and serve the needs of their
communities not only offering insurance products, but we serve
typically as key leaders, for example serving as volunteer fire-
fighters, youth leaders, school board members, city council mem-
bers, et cetera.

The typical agency employs support staff who helps service the
product in addition to the writing agent. They have considerable
overhead; computers with downloadable fast Internet connections
to the companies, office space, advertising, auto, payroll, and they
have insurance taxes, and other expenses, which need to be paid
out of their commission dollars that they collect for selling insur-
ance.

From 1938 to 1981, the United States Department of Agriculture
was solely responsible for delivering the Federal crop insurance
program. Beginning in 1981 continuing until the late 1980s, Con-
gress began a transition period when the Federal crop insurance
program was delivered by both the USDA, through the structure
known as master marketers, as well as private sector companies,
through a structure known as the standard reinsurance agreement.
In mandating the transition, Congress recognized that the sales
talents and experience of the private sector commissioned agents
are essential to fulfilling the goal of nationwide, generally accepted
all-risk insurance protection. As a result, Congress placed the large
burden of the program delivery on the agents’ shoulders and re-
quired them to provide full service to the client including, but not
limited to, the sales.

Crop insurance agents have proven instrumental in achieving
the program’s goal of helping farmers make well-informed risk as-
sessments and choices about the coverage that they purchase.
These agents are knowledgeable about the technicalities of the crop
insurance program and are skilled at assisting farmers with the
concerns that directly impact their coverage, such as unit struc-
tures and yield guarantee weakness. They also have the training
and experience necessary to encourage participation of small, lim-
ited resource, and minority producers such as required under the
SRA.

Statistics for the 2008 crop year, as reported by the Risk Man-
agement Agency, show how widely the program is accepted and uti-
lized by farmers, and how effectively and efficiently it serves their
risk management and cash flow needs of American farmers. The
2008 crop year, the program provided coverage on more than 272
million acres in all 50 states, which is more than 80 percent of the
insurable acres with liability protection exceeding $90 billion.
Today an agent does more work per policy than ever before. They
do all the data entry. They keep the yield records per unit, not per
policy. The reality is that there’s more work and expertise required
of an agent in servicing this product per acre.
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Crop insurance agents are proud to have been a partner in the
successful transition and expansion of the invaluable program to
farmers. Unlike property-casualty insurance industry, a crop insur-
ance agent’s responsibility requires a more hands-on approach,
which increases the threshold for errors and omissions exposure.

On average with advanced meeting preparation, travel, and
meeting time, an agent spends 7 hours on a policy during the sales
window alone. A transaction typically begins when the agent
quotes the wide variety of different plans of insurance available.
There can be as many as 247 in some states like Iowa, and they
go on explaining the production reports and supporting record re-
quirements for the farmers. The agent explains different date re-
quirements by crop insurance for application and actual production
history. The agent reports the farmer’s options and claims.

The agent, in addition, is responsible for implementing proce-
dures for prevention planning, yield adjustment, unit division,
power of attorney, and I think you probably understand there’s a
lot of work.

As we move forward, the Federal Crop Insurance Program is an
indispensable tool. Without crop insurance, many farmers would be
unable to obtain financing. Crop insurance makes the process for
farmers to obtain annual operating loans much easier and more ef-
ficient. In the case of farmers who purchase crop insurance, banks
require less collateral because they consider these farmers to be
better protected.

I would like to thank you all for your leadership during this dif-
ficult time in agriculture, and I'd like to take this opportunity to
express our concerns, as lowans, regarding the components of the
current 2011 SRA negotiations as outlined in the second draft re-
lease. I know our Congressmen, and those at the table, have all
signed a letter expressing some of their concerns, and I will go to
my conclusion because of the limited amount of time. I do suggest
that we all take a hard look at that and the impact it will have
as we move forward.

We thank the Committee for allowing us to present our written
testimony at today’s hearing. We’d be happy to work with the Com-
mittee at any time to further explain the vital role that crop insur-
ance agents play. Thank you.

[The prepared statement of Mr. Skow follows:]

PREPARED STATEMENT OF BOB SKOW, CROP INSURANCE AGENT REPRESENTATIVE,
WEST DES MOINES, TA

The Independent Insurance Agents of Iowa (ITAI) represents the business inter-
ests of almost every Iowa independent insurance agency. We are proud to report 720
member agencies, who serve the citizens of Iowa with another 291 branch offices,
more than a thousand door fronts located in virtual every town in the state, we rep-
resent over 8,000 licensed Iowa agents. We also have 97 companies who give ITAI
support by being Affiliate members. We appreciate the opportunity to provide our
perspective today on the important role independent agents play in the delivery of
the Federal Crop Insurance Program (FCIP). Independent agents offer all lines of
insurance—property, casualty, life, health, employee benefit plans, and retirement
products. Our agents live in their communities and serve the needs of the commu-
nities not only offering of insurance products but also typically serve as key leaders,
for example serving as volunteer firefighters, youth leaders, school board and City
Council members. The typical agency employs licensed support-staff who help in
servicing of the products, in addition to the writing agent. They have considerable
overhead; computers with downloadable fast Internet connections to the companies,
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office space, advertising, auto, payroll, insurance (Liability, Workers’ Compensation,
Health) taxes and other expenses which must be paid out of the commission they
collect from selling insurance products.

Private Delivery of the Federal Crop Insurance Program

From 1938 until 1981, the United States Department of Agriculture (USDA) was
solely responsible for delivering the Federal crop insurance program. Beginning in
1981 and continuing until the late 1980s, Congress began a transition period when
the Federal crop insurance program was delivered by both the USDA, through a
structure known as “master marketers,” as well as private sector companies,
through a structure known as the “standard reinsurance agreement” (SRA).

In mandating this transition, Congress recognized that “the sales talents and ex-
perience of the private sector commissioned agents . . . are essential to fulfilling the
goal of nationwide, generally accepted all-risk insurance protection.” As a result,
Congress placed the “large burden of program delivery” on agents’ shoulders and re-
quired them to provide “full service to the client” including, but not limited to, sales.

Crop insurance agents have proved instrumental in achieving the program’s goal
of helping farmers make well-informed risk assessments and choices about the cov-
erage that they purchase. These agents are knowledgeable about the technicalities
of the crop insurance program and skilled at assisting farmers with concerns that
directly impact their coverage, such as unit structures and yield guarantee weak-
nesses. They also have the training and experience necessary to encourage partici-
pation of small, limited resource and minority producers, as required under the

Statistics for the 2008 crop year, as reported by the Risk Management Agency
(RMA), show how widely the program is accepted and utilized by farmers and how
effectively and efficiently it serves their risk management and cash flow needs. For
the 2008 crop year, the program provided coverage on more than 272 million acres
across all 50 states, which is more than 80 percent of the insurable acreage, with
liability protection totaling almost $90 billion.

Today an agent does more work per policy than ever before. They do all the data
entry, they keep the yield records per unit—not per policy. Reality is there is more
work and expertise required of an agent in servicing this product per acre. Crop in-
surance agents are proud to have been a partner in the successful expansion of this
invaluable program for farmers.

Agent Workload and Program Complexity

Unlike the property-casualty insurance industry, a crop agent’s responsibilities re-
quire a much more hands-on approach, which invariably increases the threshold for
errors and omissions (E&O) exposure (Professional liability). On average, with ad-
vance meeting preparation, travel, and meeting time, an agent spends approxi-
mately 7 hours on a policy during the sales window alone. A transaction typically
begins with the agent quoting the wide variety of different plans of insurance avail-
able (as many as 247 in some states) then explaining production reporting and sup-
porting record requirements to the farmer. The agent explains different date re-
quirements by crop and coverage for application, the actual production history
(APH), the acreage report, and the farmer’s options and claims. He completes APH-
related forms for the farmer, calculates preliminary yields, reviews production early
to determine if there is a revenue loss, reviews the APH form for completeness and
accuracy, and forwards the signed form and any applicable worksheets to the com-
pany. The agent must also review approved APH from the company to ensure accu-
racy, explain approved APH yields to the farmer, and provide him with a copy.

Additionally, the agent is responsible for implementing procedures for Preventive
Planting, Yield Adjustment, Unit Division changes, Power of Attorney requirements,
or any of the other technical policy provisions. All of preceding goes into writing the
policy—and does not even factor in the consequences of a potential loss, which oc-
curs more often than any other line of insurance.

Compared to the sale of life, farmowners, homeowner’s, or auto insurance, the sale
of crop insurance is indeed extremely complex and challenging. Life, auto,
farmowners and homeowner’s insurance each only require one form (application) to
fill out and file, and the claims made on those products are relatively rare in com-
parisons to crop insurance.

Crop Insurance—an Indispensable Financing Tool

The Federal Crop Insurance Program is an indispensable financing tool. Without
crop insurance, many farmers would be unable to obtain financing. Crop insurance
makes the process of farmers obtaining annual operating loans much easier and
more efficient. In the case of farmers who have purchased crop insurance, banks
usually require less collateral because they consider these farmers to be better pro-



334

tected. Many younger farmers with less collateral would be unable to obtain financ-
ing without crop insurance.

Farmers understand more and more that crop insurance is another cost of doing
business. However, the purchasing cost of crop insurance provides certain benefits
for the farming operation, including greater ability to finance land purchases, enter
into land rental contracts, and arrange production input purchases. Protection pro-
vided by the program gives a lender much more confidence in extending credit.

Standard Reinsurance Agreement

I would like to thank you for your leadership during this difficult time in agri-
culture, and I would like to take this opportunity to express our concern, as Iowans,
regarding components of the 2011 SRA renegotiation as outlined in the second draft
released on February 23, 2010. The current draft, which fundamentally changes the
delivery of the crop program, concerns us because the proposals would impact Iowa
disproportionately compared to the rest of the country. As a leader in crop insurance
participation, the proposal to create reference prices for two staple crops in Iowa
corn and soybeans would result in price cuts close to 30%. In 2009, insurance for
these two crops represented $735 million out of $744 million (nearly 99 percent) in
premiums written in Iowa. Additionally, Iowa will not receive the five percent deliv-
ery adjustment increase proposed for all other states because it falls into the State
Group 1 category.

The reinsurance terms for State Group 1 also appear to reduce the potential un-
derwriting gain of companies by nearly 30 percent, while increasing overall risk on
the loss side. Clearly, this type of risk/reward change will force companies to con-
sider changes to their participation in the crop program in Iowa, relative to other
parts of the country. These proposed changes to the delivery cost system concern
Iowans because of the disproportionate effect the changes have on our state. Our
large agriculture economy employs thousands of workers and creates thousands of
sustainable jobs. The number of agents and companies writing in Iowa make this
program highly competitive. Jeopardizing the solid structure of the FCIP may have
far reaching and unintended consequences for a state like Iowa whose economy de-
pends so heavily on agriculture.

Conclusion

The ITAI thanks the Committee for allowing us to present this written testimony
at today’s hearing, and we would be happy to work with this Committee at any time
to further explain the vital role that crop insurance agents play in the FCIP.

As this Committee and Congress begin to consider the 2012 Farm Bill, it is imper-
ative that any and all proposals keep in mind the strength and security that the
FCIP has brought to American farmers, and the role that independent insurance
agents have had in the success of the FCIP. In particular, we ask that the Com-
mittee take into account the increased efficiency of the private delivery of the FCIP
over direct government sales, the small business jobs produced in rural America
through the crop program, and the extraordinary workload crop insurance agents
face as compared to other property and casualty insurance lines. The strength of
the FCIP rests upon the partnership that exists between the government, insurance
providers, agents, and farmers. We commend this Committee for continuing to ex-
amine ways to improve both these partnerships and the program, and we look for-
ward to continuing to work with the Committee in this effort.

The CHAIRMAN. Thank you, Mr. Skow, we appreciate your testi-
mony.
Mr. Stroburg, welcome to the Committee.

STATEMENT OF JEFF STROBURG, GRAIN AND INPUT
COOPERATIVE OPERATOR, RALSTON, IA

Mr. STROBURG. Thank you, Chairman Peterson, and thank you
to the Members of the Committee for the opportunity to testify
today regarding the 2012 Farm Bill. I'm Jeff Stroburg, and I serve
as President and CEO in West Central Cooperative in Ralston. I
also serve as Chairman and CEO of Renewable Energy Group.

In the mid 1990s West Central began using soybeans to manu-
facture biodiesel as a way to add value to local producers. Since
that time, Renewable Energy Group as emerged from West Central
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to become the largest biodiesel manufacturing and marketing busi-
ness in North America.

The Farm Bills of 2002 and 2008 energy titles have increased
value for agriculture commodities and co-products by promoting
biodiesel use. According to the Untied Soybean Board, 25¢ has been
added to every bushel of soybeans as a result of the growth of the
biodiesel industry.

In 2009 the Iowa Cattlemen’s Association stated that Iowa live-
stock producers earn more than $9 per head as a result of the de-
mand for animal-based biodiesel.

In October of 2009, the National Biodiesel Industry used more
than 50 million pounds of inedible fats from our partners in the
livestock slaughter and render industries. REG also been pur-
chasing inedible corn oil from the DDG Coke product stream for
use as biodiesel feed stock. A pound of inedible corn oil averages
25¢ per pound. A new value returned to ethanol producers and in
turn corn growers through the use of inedible corn oil and bio-
diesel.

These successes from the 2002 and 2008 energy titles lead me to
Renewable Energy Group’s comments and recommendations re-
garding the 2012 Farm Bill. The foundation of my remarks stem
from the serious economic uncertainty of financial institutions.
Today, banks are simply not willing to partner with commercial-
ready bioenergy projects. I'll address three areas of the energy title
sections 9003, 9005, and 9007, and I'll make a recommendation for
a new program concept utilizing countercyclical payments.

First, each of the loan guarantee programs in the section 9003
and the Biorefinery Assistance Program and in section 9007, Rural
Energy for America Program, that was referenced earlier, allow for
grants, but what was not allowed is a package where a loan guar-
antee and a grant together would form the 80 percent government
threshold. We recommend packaging loan guarantees and grants
together at the 80 percent threshold regardless of the total project
loan. Having a grant package with a loan guarantee, a lender re-
duces his risk of exposure. We recommend that USDA is allowed
to determine what portion is a loan guarantee and what portion is
a grant, in order to encourage lenders to partner with projects
more easily.

We believe a package of loan guarantees and grants promote
more banks and lending institutions to step forward, more projects
to be awarded, and more competition as a result. For example,
REG currently has two commercial ready biodiesel plants in con-
struction on hold. One in New Orleans and on in Emporia, Kansas.
These facilities are strategically located to add value to midwestern
agriculture, and to quickly integrate biodiesel into the petroleum
infrastructure of the southern U.S. However, due to a lack of debt
financing, these plants are more than 18 months overdue. Being
able to package loan guarantees with grants would entice our lend-
ing partners to approve the financing and finalize construction, and
then of course begin manufacturing biodiesel.

Next under section 9005, the Bioenergy Program for Advanced
Biofuels we would like to introduce a new concept for your consid-
eration. This program is designed to assist the industry’s trans-
formation to assist the next generation of feed stocks and next gen-
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eration of biorefinery technology. As currently written, the incen-
tive payments are based on production capacity and actual gallons
produced. Our recommendation is to create a countercyclical pay-
ment or safety net directed to biodiesel producers to manage risk
during high commodity price trends.

Agricultural co-products and by-products as feedstocks account
for 85 percent of the cost of the gallon of biodiesel. As the cost of
soybean oil increases as it did in 2008, up to 75¢ a pound, soybean
farmers receive additional value per bushel, which is great for
farmers, but it adds to the cost of soybean oil feedstocks. In re-
sponse to soybean oil price pressures, the biodiesel industry looks
to alternative agricultural feedstocks, so in turn animal fats, ined-
ible corn oil, and other feedstocks increase in value. As the cost of
all biodiesel feed stocks increase, agricultural producers are re-
warded, but biodiesel producer’s margins tighten or disappear. A
countercyclical program for biodiesel producers would create a safe-
ty net when the cost of feedstock prices biodiesel out of the market,
and as feedstock prices go down, the safety net would recede.

Our final suggestion for section 9005 is remove the cap of 150
million gallons. This limitation has a chilling impact on future
growth. Mr. Chairman, I've heard it said that Congress should not
decide how big a farm should be. Likewise Congress should not de-
cide how big a biodiesel producer should be.

Thank you for your time this afternoon, and we stand ready to
work with you regarding these recommendations at your conven-
ience.

[The prepared statement of Mr. Stroburg follows:]

PREPARED STATEMENT OF JEFF STROBURG, GRAIN AND INPUT COOPERATIVE
OPERATOR, RALSTON, TA

Comments Regarding Bioenergy Titles of the Farm Bill

The results of the previous Bioenergy Titles (2002 and 2008) Farm Bill have
helped transform farm producers and agribusinesses to not only feed the world, but
feed and fuel the world. The forward thinking work this Committee has pioneered
has forever changed rural America.

The U.S. biodiesel industry stands in support with you in achieving our national
priorities for increasing energy independence, reducing greenhouse gas emissions,
supporting green collar jobs and advancing American agriculture. The 2012 Farm
Bill offers tremendous opportunities to advance current Bioenergy Title programs
and further promote biodiesel utilization.

Here is a brief summary of the tremendous results our industry has achieved as
a direct result of previous energy titles.

e Biodiesel Promotes National Energy Independence and Reduces Greenhouse Gas
Emissions

Today, the U.S. has the capacity to produce more than 2 billion gallons of bio-
diesel which can be integrated into existing petroleum industry infrastructure.
Our feedstocks are renewable; we use the fat Americans don’t want in their
burgers and the oil left over from cooking their French fries.

Biodiesel is today’s only commercially-available renewable fuel which qualifies
as an advanced biofuel. Biodiesel significantly reduces harmful greenhouse gas
emissions as compared to petroleum diesel. With an energy ration of 4.5:1, we
intend to continue improving fuel production efficiency while continuing to
produce clean burning fuel.

Becoming an advanced biofuel is not our final goal as an industry; we have al-
ready achieved status as an advanced biofuel which can be produced from hun-
dreds of fats and oils. On the horizon, integrated biorefineries will produce high
value specialty chemicals and jet fuel from current renewable oils and fats. Bio-
refineries will continue to displace industrial and consumer petroleum-based
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products and in turn reducing dependency on foreign oil while supporting Amer-
ican agriculture.
e Biodiesel Supports Green Collar Jobs

Many of our staff grew up on family farms, surrounded by production agri-
culture. I concur with Secretary Vilsack’s comment that more and more farm
families need off-farm income to make ends meet. REG and our partners offer
full-time, highly skilled employment in rural areas like Wall Lake, Ralston, Far-
ley and Washington, Iowa. Several of our employees or their spouses are in-
volved in production agriculture today and sought out positions at our biodiesel
plants in order to be able to continue their commitment to agriculture. I believe
maintaining these green collar positions and creating new jobs in these rural
areas is a valuable piece of the USDA’s role in biofuels and bioenergy for the
next farm bill.

e Biodiesel Advances American Agriculture

In the 1940s in rural Iowa, West Central cooperative built a soybean crush fa-
cility to add value to local farmers’ grain, producing soybean meal and its co-
product, soybean oil. In the early 1990s, West Central partnered with Iowa
State University to determine the feasibility of using excess soybean oil to man-
ufacture biodiesel. This feasibility study was funded in part by the USDA.

Today, our REG network of commercial scale biodiesel plants utilize a multiple
feedstock strategy that currently includes soybean oil, choice white grease, beef
tallow, poultry fats, canola oil, corn oil from ethanol production, used cooking
oil from restaurants and other virgin fats and oils. These fats and oils are the
co-products or by-products of the U.S. agricultural industry.

e Value to soybean producers:

© $0.25 of value added to every bushel of soybeans produced in Iowa, accord-
ing to the United Soybean Board.

© In 2009, almost 60% of all biodiesel produced in Iowa was produced from
soybean oil.

° &$121.5 million in additional value for 2009 alone for Iowa soybean pro-
ucers.

e Value to livestock producers:

© In October 2009, the national biodiesel industry used more than 50 million
pounds of inedible fats.

© $9.00 per head earned by Iowa cattlemen due to value of beef tallow-based
biodiesel production.

e Value to corn and ethanol producers:

© Inedible corn oil from ethanol production utilized in Iowa biodiesel plants.

© $0.25 per pound of value returned back to ethanol producers and in turn,
corn growers.

2012 Farm Bill Considerations

Considering the Energy Title programs currently underway and the results that
I just outlined; these recommendations are designed to build on a few key programs
that will ensure that the previous investments are indeed—the solid foundation for
the next generation of bioenergy technologies.

However, given the serious economic difficulties of the financial industry, banks
and lending institutions are hesitant to partner with commercial-ready bioenergy
projects. Financing options should be kept open to keep this critical industry moving
forward. Therefore, we recommend the following adjustments in order to remain
within your priorities and restore confidence in the marketplace.

o Under section 9003, Biorefinery Assistance

Currently the USDA proposed rules allow for loan guarantees and grants to be
awarded, but right now only loan guarantees are offered. Our recommendation
is to package grants and loan guarantees together, more banks and lending in-
stitutions would be willing to step forward, more projects would be awarded,
and more competition would result. Under this scenario, the total coverage from
the government would remain at 80%, but that coverage could be split between
a grant and a guarantee at the discretion of the USDA. By combining grants
with loan guarantees; more banks would step forward and more projects would
compete and commercialization would occur at a faster rate.

o Under section 9005, Bioenergy Program for Advanced Biofuels
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This program has particularly been one of the most helpful to our industry at
this time in history. We would encourage you to continue funding these incen-
tive payments. The biodiesel industry has the capacity and is poised to meet
the volume requirements of RFS2. However, the goal for the industry is to not
only meet the reduced green house gas emissions levels, but to exceed these re-
duction levels. The incentives in this program will assist the current infrastruc-
ture’s transformation to the next generation of feedstock and next generation
of biorefinery technology that will exceed reduced green house gas emissions
levels. If your goal is to transform the biodiesel companies of today to the next
generation of biorefinery production of tomorrow, this program will keep the
pace moving forward. That said, removing the 150 million gallon cap will help
accelerate this progress.

e Under section 9007, the Rural Energy for America Program (REAP)

A combination of grant and loan guarantees are allowed for REAP, but at only
75% of project costs. A penalty is allotted if a grant and loan guarantee is pack-
aged. Our recommendation is to remove the penalty and the total coverage from
the government would remain at 80%, but that coverage could be split between
a grant and a guarantee at the discretion of the USDA. This adjustment will
encourage more banks and lending institutions to fund more projects and com-
mercialization would occur at a faster rate.

e New consideration for countercyclical payments for biodiesel feedstock risk man-
agement

The Renewable Fuels Standard, created by the Energy Independence and Secu-
rity Act of 2007, contains the nation’s first carve-out for biodiesel utilization.
While this program, in combination with the reinstatement of the biodiesel
blenders tax credit, are major milestones for our industry, we would like the
USDA to consider an additional option for promoting the growth of the biodiesel
industry.

Agricultural co-products and by-products account for more than 85 percent of
the cost of a gallon of biodiesel. For example, as the cost of soybean oil in-
creases, soybean producers are rewarded and the biodiesel industry looks to al-
ternative ag feedstocks. In turn, animal fats and inedible corn oil increase in
value. As the cost for soybean oil and other biodiesel feedstocks increase, soy-
bean producers and other agricultural producers are rewarded, while biodiesel
producers margins’ tighten significantly.

Our recommendation is a countercyclical payment directed to biodiesel pro-
ducers, which would offer a risk management opportunity when soybean, corn
and livestock producers receive value from high commodity prices and the bio-
diesel industry is exposed to squeezed margins. In turn, when soybean, corn and
livestock producers are struggling with low commodity values, our current risk
management strategies offer sufficient support for our business progress.

Renewable Energy Group believes our nation’s energy security needs are more
sensitive and costly than ever and will only get more acute in the future if invest-
ments in biofuel production, with these program adjustments, are not put into oper-
ation. We stand ready to work with you and any of these recommendations at your
convenience.

Comments Regarding Impact of the Loss of the Federal Biodiesel Blenders
Tax Credit

Failure to extend the tax credit for biodiesel produced in the U.S. would have a
substantial negative impact on biodiesel production and the consequent economic
and environmental benefits made by the biodiesel industry.

The original biodiesel tax credit was passed in 2004 and has been extended twice,
most recently as part of the Emergency Economic Stabilization Act of 2008 (P.L.
110-343), signed into law in October 2008. Biodiesel produced from both virgin feed-
stocks (such as soybean oil) and non-virgin feedstocks such as yellow grease and
animal fats qualifies for the $1.00 per gallon excise tax credit. An incentive such
as the biodiesel tax credit is necessary to offset the higher cost of producing bio-
diesel compared to petroleum diesel.

The biodiesel blenders’ tax credit lapsed on Jan. 1, 2010. Currently, demand for
biodiesel is extremely limited because our customers are no longer taking the risk
of purchasing biodiesel without the tax credit. Manufacturing plants have idled.
This dire situation is occurring not only in Iowa, but all over the country.

According to a December 2009 study by John M. Urbanchuk, Director, LECG
LLC, “without the tax credit the price of biodiesel would be insufficient to provide
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a positive return over variable costs and the biodiesel industry could be expected
to collapse.” This would have several notable adverse economic impacts including:
e a loss of jobs and income.
e increased demand for petroleum diesel and a degradation of energy security.
e lower demand for soybean oil and soybeans for crushing leading to lower soy-
bean prices and a negative impact on farm income.
e stranded investment as biodiesel capacity is idled.
o lost tax revenue for states and local governments.

The biodiesel industry will spend about $1.3 billion on raw materials, goods and
services to produce 475 million gallons of biodiesel this year. In doing so the bio-
diesel industry will add $4.1 billion to GDP this year, increase household income
by nearly $1 billion, and support nearly 23,000 jobs in all sectors of the economy.
In addition the biodiesel industry will provide $445 million of tax revenue to the
Federal treasury and $383 million to state and local governments.

TAKE-AWAY ATTACHMENT

Located in the heart of United States agriculture, West Central is a leading grain,
agronomy, and value-added processing entity. With headquarters in Ralston, Iowa,
this member-owned cooperative boasts a national and international agricultural
presence. The policies within the 2008 Farm Bill provides a positive, sound founda-
tion for the future of our industry and our business.

Comments Regarding the 2012 Farm Bill

We would recommend consideration of the following:

e Reduced complexity and increased flexibility to plant in response to market de-

mand;

e Maintenance of a farm income safety net that includes consideration of an en-
ergy escalator clause that addresses high fuel and fertilizer prices;

e Compliance with WTO agreements;
© Reduce trade-distorting domestic support (amber box) in exchange for a pro-

portionate increase in agricultural market access, elimination of export sub-
sidies and fully funded “green and blue box” eligible programs.

© This could be accomplished through working lands conservation programs,
risk management, the Market Access Program, enhanced crop insurance, the
concept of a revenue based safety net program, or government programs that
inmc"lease pgoducer profitability that may include direct payments and/or tax
credits; an

e Inclusion of a commodity loan program.
In considering the new farm bill policies, we oppose:

© Mandatory government supply management programs and acreage reduction
programs, (excluding Conservation Reserve Program and conservation ease-
ments, for marketing loan commodities under the current farm program);

o A farmer-owned reserve or any federally controlled grain reserve with the ex-
ception of the existing, capped emergency commodity reserve;

© Income means testing;
© Payment limitations; and
o Targeting of benefits being applied to farm program payment eligibility.

Regarding the USDA proposed cuts to the Standard Reinsurance Agreement (Crop
Insurance Program), by almost 30%—

e Towa would be hit harder by the proposed cuts to than anywhere. Iowa pro-
ducers buy more crop insurance than most other states, and Iowa has more crop
insurance agents than most other states. There were $735 million in premiums
written in Iowa last year alone for just two crops—corn and soybeans.

e Let Congress decide how to best handle crop insurance during its farm bill proc-
ess.
The CHAIRMAN. I thank all of the panelists for their testimony,
and, Mr. Erickson, I too am encouraged by what is going on within
the dairy industry.
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I think it is a sea change from anything I've ever seen before,
but there does seem to be—seems to me if they’re going to get this
together at the end of the day, they're going to have to find some
kind of way to manage their excess production in order for them
to come together on something. And one thing that’s being looked
at is, something I proposed 10 years ago, is some way to have like
an assessment on all producers when they over-produce and use
that to try to increase to market through feeding programs or ex-
ports or whatever. I think Congressman Costa is working on a bill
that I think has some elements of that as well. Is that not true,
Mr. Costa? Yes.

I don’t know how much has been discussed about what they’re
considering, but are you and your industry completely opposed to
any kind of—you know, the problem is, the price goes up, dairy
farmers produce more, the price goes down, they produce more.
And that’s just causing all the volatilities, so there has to be some
way to try to even this out. I think insurance helps, but people are
not convinced that’s going to be the complete answer. So what’s
your reaction?

Mr. ERICKSON. Mr. Chairman, thank you for the question. I get
nervous when we talk about supply management because——

The CHAIRMAN. I'm not talking about supply management.

Mr. ERICKSON. I work on the demand side. Milk is a wonderful
product, nutrient rich, gives you nine essential nutrients, and I
think we ought do all we can to espouse the benefits of milk. I've
been a benefactor of the growing milk supply in Iowa, and when
you try to freeze something in time

The CHAIRMAN. We're not talking about freezing anything in
time. I don’t think anybody’s talking about that.

Mr. ERICKSON. Okay. I apologize

The CHAIRMAN. We're talking about some rules to try to increase
the demand, to try to get things back into balance. I would just en-
courage you guys to work with us so we can get, at the end of the
day, with something we can all support.

I think we can do that because we don’t disagree, but I would
say, when I had the Canadian Agriculture Committee people in to
see me, they were complaining about all kinds of different things.
We had an hour meeting, but dairy never came up, and I said,
“What about our dairy farmers?” Oh, we don’t hear a word out of
them; they’re happy. So, it’s a little extreme what they’re doing and
they are driving people to the U.S. and so forth. But, it also has
maintained a situation for dairy guys that are in business, and so
there’s maybe some balance here that we can work on, so we look
forward to working with you on that.

The CHAIRMAN. Mr. Schaben, one thing we’re looking at is crop
insurance, obviously there is the SRA going on, but there has also
been a lot of discussion, a lot of GAO reports and a lot of work
we’ve been doing on the Committee. One of the things we’re looking
at is seeing if there’s someway we can develop crop insurance so
it covers everything on the farm, not just your traditional crops.
We’ve moved in that direction to some extent on capital but not to
the extent we’ve done on the crops and so forth. Would that be
something that people in your industry would be—find helpful if
we could expand crop insurance to make it risk management?




341

Mr. SCHABEN. You're referring to some sort of risk management
program?

The CHAIRMAN. Yes.

Mr. SCHABEN. I think in this day and age anybody in agriculture
would embrace any sort of risk management tool as long as it’s es-
pecially in the cattle industry, I guess, is what I'm going to speak
to, but if it was done on a voluntary basis.

The CHAIRMAN. Yes.

Mr. SCHABEN. But the problem seems to be that we are losing
a generation of cow/calf producers, the grass roots part of the cattle
industry, and like all of this agriculture, it’s a generational thing.

And when you lose a generation, you don’t get them back. Once
they’re gone, it’s kind of over with, it’s extinguished, and that’s my
concern. I've watched it happen in our area, so I think some sort
of—any time that there’s some sort of a risk management program,
I think would be pretty inspiring, but I think it would limit the
problem.

The CHAIRMAN. My time has expired, but I have to say, Mr.
Skow, we are also looking at simplifying crop insurance signifi-
cantly, so your people won’t be spending as much time as they are
and they won’t be—if we’re to get more successful, there won’t be
400 different policies and so forth, so get ready to work with us.
I don’t know how successful we’ll be, but I think there is some po-
tential here to simplify the program. We think we need to get rid
of CAT coverage and NAP. They have outlived their usefulness.
There are just some fundamental things we need to look at it, and
we look forward to working with you as we go forward with the
farm bill. We don’t have all the answers, but we have some of the
questions, and we're trying to figure out in these areas what the
answers are.

Mr. Stroburg, we’ll work with your industry. We understand the
problems. We don’t control all of that in our Committee, but we’ll
do what we can from our end, and your people from Iowa have
been at the forefront of this, as you know, so——

Mr. STROBURG. Thank you, Mr. Chairman.

The CHAIRMAN. The gentleman from Oklahoma.

Mr. Lucas. Thank you, Mr. Chairman.

Mr. Skow, would you expand a little bit more on what the effects
on the delivery system of crop insurance would be with the second
draft of the SRA, as proposed, is implemented.

Mr. Skow. It specifically here in Iowa, we think it would be very
problematic, the reality of the situation is that there would be sig-
nificant cuts to the delivery system—what I refer to the ice stage
or the one stage, and I have some reference to it in my testimony.
I would also refer you to a letter that our Congressional delegation
wrote to the department on that, and we think that there would
be price cuts close to 30 percent.

Mr. Lucas. So quite literally products might be available every-
where in Iowa and there might not be any one to deliver those
products even in the second round implements.

Mr. SKow. I think the issue is is that there are probably some
people who deliver crop insurance, both insurance companies that
service it, as well as insurance agents would be forced out of the
marketplace. I think that, based on the delivery system, some
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would simply say it’s not worth noting the recourses any longer, so
farmers would have to go further to find somebody willing to serve
them. I think you would see a compression or a contraction of com-
panies willing to offer, and I think that has been spoken in a num-
ber of documents to RMA.

Mr. Lucas. Mr. Schaben, you mentioned in your testimony about
how we need to focus on some kind of a program that would em-
phasize production along with conservation, potential conservation.
I just note for the record in 2002 when I wasn’t a part of the Mi-
nority political party, as Subcommittee Chairman, we tried to cre-
ate something called GRP; the goal of which is to provide perhaps
not only a transition for some of the CRP acres, which should be
rolled over time, but to provide a way for those acres to stay in
grass, and perhaps not go back to the plow or additional acres to
come in and enable producers to fully utilize the equipment. Unfor-
tunately, from the time we write bills we pass them on the floors
of the United States Congress, persuade Presidents to sign them or
override the veto, whatever the case might be, and they’re imple-
mented and things might change.

That program essentially became a Green Zone Program around
urban areas. And I’'m perfectly supportive of those kinds of efforts.
The GRP started as a way for real producers to be able to access
the conservation dollars, utilize every potential from soil and
water, air, wildlife conservation, so I'm frustrated along with you
on those issues.

A similar question to what I asked the earlier panel: What’s the
price of land in your part of the state compared to 5 years ago,
trade publicly, public auctions, whatever?

Mr. SCHABEN. Sure, actually, I sell land at auction. We do quite
a bit of that. We don’t—the inherent problem in our part in west-
ern Iowa in regards—this is a long answer to a short question, but
in regards to the grassland, we don’t have much left, it’s gone, it’s
plowed, that’s the problem. Now, I will tell you that the average
price, whether it’s a sheep, but if I found grassland in our area now
that’s strictly grassland and that means it’s timbered, it’s probably
in the $400, $500, $600, $700 range. That is a large part to do with
our location, which is we’re 60 miles from Omaha, when I sell that
piece of timber land, it doesn’t usually go through a farmer. Obvi-
ously it’s not economically feasible. So we lose that cow/calf man.
He goes to permanent grassing in Oklahoma or Kansas or Ne-
braska. That’s part of the problem.

Mr. Lucas. That truly is a challenge. There’s no doubt about it.

Speaking of the farmer and ranchers and the topic that we've
touched on numerous times today about the death tax it’s not a
section of statute that the Agriculture Committee has direct juris-
diction over, nonetheless capital gains rate, income tax rate, have
very dramatic effect on processors, producers, and everyone in be-
tween. From your perspective, if we don’t do something before the
end of this year, what will the effect be on your people when the
death tax goes back to the 2001 level, capital gains go back up to
15 to 20, and those kind of things, what’s the impact? Not just in
the pocket book, but the decision making.

Mr. ScHABEN. I think that’s where the impact is. I think it
causes people that make decisions that probably aren’t first and
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foremost the best for their business or their industry. I guess that
briefly is the answer because as people made some of the decisions
or try to out-think what the next move may be and, of course, in
agriculture it obviously causes a big problem with taxes.

Mr. Lucas. Thank you, Mr. Chairman.

The CHAIRMAN. Thank you.

The gentleman from Iowa, Mr. Boswell.

Mr. BoswiLL. Thank you, Mr. Chairman.

I'll just stick with you for a minute, Jim, and I'll move on. You're
doing pretty well. I'm still concerned about animal ID. We went
through quite a discussion on this and we didn’t get too far, and
now it’s back to the states. You deal with livestock every day, and
I continue to worry about the rural economy and rural market if
something would happen that we couldn’t put the face on it, then
what does that do to us? Do you have any comments about that.

Mr. SCHABEN. I certainly do. As you well know within your office
and we've met with the Chairman and staff different times in
Washington about animal ID, and I guess when I speak about ani-
mal ID, I only speak about it from a cattle perspective, not under-
standing the rest of the industry’s to that degree. The cattle indus-
try is so inherently different than the hog industry, the sheep in-
dustry in the way that it moves, in the way that it travels, the
interstate commerce that’s involved and the small load lots. I have
been convinced. I started out thinking that animal ID was wrong.
I became a believer, and now I'm going back.

So I've run the gamut, and I've been going to these meetings for
over twelve or thirteen years, and I think what we need to do, Con-
gressman Boswell, I think we need to work on enhancing the pro-
grams and again speaking about the cattle industry, but enhancing
the programs that we have out there today, and that is through
veterinaries ID, through interstate commerce, through traceability,
through identifying all of the females, if they all had an ID tag,
that maybe doesn’t give us 24 hour traceability, but it could easily
give us 48 or 72 hour traceability.

So I think we need to enhance the programs that are currently
out there in the Federal programs and state programs, and en-
hance those as it deals with the cattle industry, rather than the ID
tag.

Mr. BosweELL. Thank you. I will just divert here just a moment.
Yesterday, this had nothing to do with this meeting, Mr. Chair-
man, but I was with Senator Harkin in the Rose Garden when the
national teacher of year was awarded to a teacher from Johnston,
and Senator Harkin said to give you his greetings.

I see John is here, so I wanted to recognize he’s in the crowd as
viflell in case someone needs to visit with him. But, I appreciate
that.

Mr. Erickson, the who dairy industry has been whacked all over
the place the last couple years. We know that, and I feel like the
USDA has been pretty responsive to us to do the different things
they’ve done. What, for the most, in those conditions was helpful?
All of the above?

Mr. ERICKSON. We're all a big fan of Secretary Vilsack here in
Towa, so I think he’s done an admirable job in a tough environ-
ment. He has put some extra money toward dairy producers, which
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I think is warranted given the current situation. I wish he’d take
a look at the Federal Milk Marketing Order system and give us a
break and simply it a little bit and maybe we can get to that too.

Mr. BosweLL. Thank you.

Mr. Stroburg, the concern about the biodiesel industry is some-
thing that’s carried heavy on you, as we talked about it quite a bit.
How do you think this—is there going to be a recovery period when
we get the tax extension back in and so on? Are you going to be
able to find the people out there to do what you need to do? Tell
us about your situation is in that respect.

Mr. STROBURG. Congressman Boswell, the longer we go without
a blender’s tax credit, the more difficult it’s going to be to bring
workers back that have been laid off. We've laid off about 45 per-
cent of our workforce since the blender’s tax credit has expired. So
the longer it goes, the harder it will be to attract good people back
to these plants, to run the plants.

I think more critical than that is the investment that almost
10,000 Iowans have made in biodiesel plants within Iowa. And
these are all what I would call retail investors, they’re farmers,
they’re people that own the local hardware store, they run their
local dentist, or have other businesses in small towns. These are
rural jobs that have been created by rural investors, and once those
investors get wiped out, and their equity is eroding daily as we go
without a blender’s tax credit, once those investors are wiped out,
there’s no coming back. Those plants may get sold for pennies on
the dollar to other companies, and hopefully the jobs will come
back, but those investors are gone.

Mr. BosweLL. Thank you.

Mr. Chairman, on that issue, we've talked about it. That’s some-
thing for—we’ve all, in agriculture, as farmers, producers, say we
would like to be part of the value-added, and this was a chance,
and so we share a deep concern. I know you do, too. We've talked
about it. But, I guess, we did respond on our side of the rotunda,
we've just got to figure this out. And I'm very concerned about this,
and I appreciate the fact that you are, too. I yield back.

The CHAIRMAN. Well, I'm being told we’re going to get this re-
solved by May 31, so we’ll keep our fingers crossed. The gentleman
from Iowa, Mr. King.

Mr. KING. Thank you, Mr. Chairman. Again, I thank the wit-
nesses and enjoyed listening to all of the testimony.

And I came in a little late, Mr. Erickson, but I've read your testi-
mony and appreciate that as well and the generation impact you
had each year.

It’s interesting to me, Mr. Schaben, to hear where you've been on
livestock ID, back and forth two ways, and hopefully I can pick up
that conversation another time in more depth. But, I do want to
ask you more specifically that sometime back, coming in actually
in the last farm bill, I worked with a number of people across the
state, and we put together a proposal to try and preserve some of
this grassland and enhance the grazing in Iowa. That was a com-
bination of CRP, CSP, EQIP. There’s another one, CP29 or some-
thing that I forget, grazing, water, those things that you have to
do in order to manage pastures and be able to reach some of the
goals of CRP, and work in conjunction with conservation groups
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across the state. The answer I got back from our producers was we
don’t want unfair competition; we’re in the cow businesses, and we
don’t need our competition subsidized.

Would you speak to that particular conflict that exists within the
cattle industry with regard to anything we might do to encourage
more pasture land?

Mr. SCHABEN. Well, I certainly agree that the cattle producers
is—has been an awful independent animal, to say the least, and I
guess that’s part of their makeup and part of their style. But I
think—I really truly believe, Congressman King, I think the situa-
tion is grave enough in this loss of the industry in most of the
upper Midwest, I would say, that I think it needs to be addressed.
It’s not necessarily a question of direct income for those producers
as much as it might be for the area as a whole because I had some
CRP land that came out. I'm in the cattle business. I had a cow
pasture. I rented it to my brother for $200 an acre. It only made
good sense. It only made good economic sense. That’s my point.

I didn’t miss any money by doing what I did. I benefited by doing
it, but in my area I miss quite a bit because I don’t have cows any-
more. We don’t have, basically, don’t have the feed store in Dunlap
anymore, but, those dollars, and I don’t have the figures. I'm sure
that you do or staff does, about the turn over in the animal agri-
culture versus some other types of agriculture, and I think that’s
where we see it more indirectly. It isn’t so much that we can’t find
something to do with that track of land, because we can, but I
think that we need to try to promote for the sake of animal agri-
culture, specifically, I should say cattle industry, we need to pro-
mote that in some fashion.

Mr. KING. Mr. Schaben, let’s do this: Let’s come back to this sub-
ject and have those conversations to see if we can put together a
plan again, at least propose as we go forward to the farm bill, 2V%
years, that’s a worthy discussion. I'm glad you brought it up. Seems
to me that if we’re going to spend money for CRP to take land out
of production so that we can do a Conservation Reserve Program,
well, we should also be able to look at how we keep things in grass,
which also is a Conservation Reserve Program and has some of the
same results.

But I think the important point that I want to make sure that
gets made here today, and I'm going to turn it over to Mr.
Stroburg, just a question first and then a follow-up question on
that. Is anybody in Iowa right now, today, producing biodiesel, or
are tgley all mothballed, all 14 or all 15 plants that we have in this
state?

Mr. STROBURG. Congressman King, I don’t know about all the
production. I can tell you that the plants that are associated with
Renewable Energy Group are running at—take all the capacity
maybe running at 10, 15 percent capacity, so it’s practically shut
down, but there are a few sales still being made.

Mr. KING. Then I'd ask you to just to take this where you need
to go with it, but a couple of things have happened here with re-
newable energy altogether with ethanol and biodiesel. Do you find
those as first generation renewable fuels; the industry was initi-
ated by our friends north of us in Minnesota, but we’ve picked up
on that pretty well and developed an industry and an infrastruc-
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ture here. So with the 6¢ reduction and formally 51¢ blender’s
credit for ethanol and for the failure to extend the blender’s tax
credit for biodiesel, now we’re looking at—it was essentially zero
new capital coming into the industry. We understand the urgency
to renew the blender’s credit for biodiesel, but can you imagine a
second generation ethanol say cellulosic, if we can’t be viable? How
would we possibly attract capital if we can’t get our money back
out of what’s already invested in ethanol and biodiesel?

Mr. STROBURG. Yes, I think that second generation is very much
dependent on what we do be right now because most of the second
generation feed stocks will actually be produced in first generation
manufacturing plants, whether it’s ethanol or biodiesel. There may
be additions to the front end or the back end to accommodate sec-
ond generation feed stocks, but if we kill the industry now, second
generation feed stocks will be years before they come on.

Mr. KING. Thank you, Mr. Stroburg.

I thank all the witnesses, and Mr. Chairman, I yield back.

The CHAIRMAN. I thank the gentleman. The gentlelady from
South Dakota.

Ms. HERSETH SANDLIN. Thank you, Mr. Chairman.

Well, Mr. Stroburg, I appreciate your thoughts on combining the
loan guarantee programs and grants and packaging those together.
We look forward to working with you to see the evidence of how
the other sections are working to determine whether or not that
makes sense for us going into the next farm bill and making that
change. The only thing we have to be vigilant about is, in light of
the Chairman’s initial remarks about the money available, is that
we wouldn’t want that to result in less being available to leverage
by USDA to help in biorefinery assistance or other renewable en-
ergy project assistance. We just have to be vigilant about how we
package them together and how far that would go for how many
projects. I appreciate the insight and the other project that you put
on the table, a program with countercyclicals to our biorefineries
in times of high commodity prices.

And then, Mr. Skow, we’ll keep working with you. As you know,
Mr. Conaway and I led the “Dear Colleague letter” in January to
the Administrator of RMA expressing our concerns. Those concerns
remain with the second draft. The third draft is due any time here
in early May, but in light of what’s happening to many in the
northeastern part of South Dakota, the concerns are great in terms
of the impact, particularly, on the importance of the crop insurance
program. It is the most important part of the safety net right now
for many of these producers who are facing flooding conditions, as
well as in the central part of the state.

But I did want to focus my time and we’ll keep working with the
both of you, and perhaps get a chance after the hearing to talk in
greater detail. I wanted to focus my questions to you, Mr. Schaben,
because in the last farm bill the Chairman came to South Dakota,
to western South Dakota, as did some of my colleagues here and
others on the Committee, because of the concern given that we still
have virgin prairie and grasslands in South Dakota of the conver-
sion that was going on and what that meant for livestock producers
and availability of pasture. And I just wanted to explore with you
maybe a couple of other factors that are driving this rapid and dis-
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concerting development in the cattle industry, and I think some of
the independant streak within our producers comes from the na-
ture, but also learning lessons from pork and poultry and wanting
to avoid the same kind of integration and what that means for
smaller and mid-size operations.

What is your—from your perspective, what do you think is the
state of competition in the cattle industry today?

And the other issue is about crop insurance; should we look at
modifying a crop insurance program so you give livestock producers
a risk management tool where you’re covering all on-farm activities
including livestock production?

Mr. SCHABEN. Well, the—to address the first question, the rel-
ative health, I guess, is that what you’re asking, the competition
involved in our industry within our industry, the competition?

Ms. HERSETH SANDLIN. You think there’s healthy competition, do
you see any signs of market manipulation?

Mr. SCHABEN. I believe there’s healthy competition on my level,
which is the running of a livestock auction. Ours is transparent
and open, obviously there’s good reason to keep some other aspects
of the industry under close watch, some of those things that maybe
are done behind closed doors. Again, my segment of the industry,
which is livestock auction and it’s done out in a room like this, ev-
erybody is invited in to participate, so it’s pretty transparent.

I know the packing industry, there has been some concern over
time, and, thereby, the livestock administration was started. So I
don’t worry about that as much, and I know I have some things
in South Dakota that caused a heated debate over the last 10 or
fifteen years in the packing industry, Herman Schumacher being
one of them.

Ms. HERSETH SANDLIN. Well all know her.

Mr. SCHABEN. Everybody knows Herman Schumacher. He’s a
dear friend. But—so I don’t worry about it as much. I don’t think,
I don’t believe that I worry about it quite as much in my facet. In
the packing industry it’s obviously a cause for concern.

The second question you had dealt with risk management, and
I firmly believe in any risk management tool that is offered to a
cattle producer is a good tool in agriculture in general, probably is
a good tool. I've stated earlier that I don’t think it’s anything that
anybody wants in our industry to see as mandatory. If it’s out
there, there have been some programs in the past, safety net, other
things, and I think that’s great if it’s an option.

Ms. HERSETH SANDLIN. Thank you, Mr. Chairman.

The CHAIRMAN. I thank the gentlelady. The gentleman from Cali-
fornia.

Mr. CosTA. Thank you very, Mr. Chairman.

Mr. Stroburg, you talked in a lot of detail with regards to the bio-
diesel industry and the impacts. And would I be left with the
wrong impression that if the Federal support for this biodiesel pro-
gram is no longer available, then it’'s going to be very difficult to
sustain at all?

Mr. STROBURG. I think at this stage in the industry, if we do not
have the blender’s tax credit, the biodiesel industry as we know it
will go away.
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Mr. CosTA. I mean, that’s the sense I got from your comments.
I just wanted to be clear. Mr. Erickson, you talked about simpli-
fying the Federal Milk Marketing Order; is that correct?

Mr. EricksoON. That is correct.

Mr. CosTA. You think bringing in California, that produces 23
percent of milk products of the country, would make it simpler or
more complicated?

Mr. ERICKSON. It depends on the implementation. I think it has
the—it can have the benefit of putting everybody on an even play-
ing field, including the whole country. I don’t think would be a bad
thing.

Mr. CosTA. I think I know the answer to this question, but what
do you think about implementing, as I tried to, California’s stand-
ards?

Mr. ERICKSON. Well, I'd let the customer decide. There has been
some product out there with fortified skim, and it’s not popular.

Mr. CosTAa. Well, it’s popular in California, but, I mean, I think
we're talking about healthy proteins. We’re talking about trying to
ensure that we have healthy diets.

Let me move on. Did I hear you correctly as I was walking back
that any efforts to provide some supply side management tools for
producers would be a disaster?

Mr. ERICKSON. I'm not a fan of supply side because I've been the
benefactor.

Mr. CosTAa. Why would it be a disaster?

Mr. ERICKSON. I've been the benefactor of the growth of dairy in
Towa, where I think that dairy should be responsive to the market-
place.

Mr. CosTA. I agree with you, but I'm not talking about limiting
supply. What we’re trying to do is to help dairymen, who are the
most prolific producers probably anywhere in the world, a third
generation dairy family—I know how effective we are in producing,
but having some ability to have some tool to determine whether or
not they want to grow or stay the size they are, and that’s different
than putting limits on it.

I mean, I think if—certainly I hear good things about the proc-
essing work you do, but, I think there’s a different level of interest
if you’re a processor than if you're a producer. Obviously over-sup-
ply of milk has a different impact on producing to processors.

Mr. EricksoN. That’s correct.

Mr. CoSTA. I just want to acknowledge that. I mean——

Mr. ERICKSON. That would be true, but to the extent I need pro-
ducers——

Mr. CosTA. That’s true.

Mr. ERICKSON. Producers need processors. We need to work to-
gether.

Mr. COSTA. And that’s correct. The Chairman said that earlier,
and I concur with him wholeheartedly and to do that, but there are
different interests. I think it’s important that we acknowledge
those different interests to producers and processors, but you need
each other.

Mr. ERICKSON. We do desperately need each other.

Mr. CosTA. There you go. We agree on that point.
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You talked about the insurance program that the National Milk
Producers Federation is proposing and they’re measuring. I'm con-
cerned about it, and I think you also said something about less gov-
ernment influence, but we lost an estimated between $11 and $12
billion in equity in the last 2 years in the U.S. milk program. Some
say it’s even higher, maybe $20 billion.

How do you insure those kinds of losses? How do you create an
insurance program that would insure some of the devastation that
we’ve had nationwide?

Mr. ERICKSON. Well, I think some of the point is is that price
supports aren’t indicative of the cost of production. If you have a
high price

Mr. CosTA. I concur.

Mr. ERICKSON.—high input costs, they’re not aligned. I think the
point is the current system is somewhat flawed.

Mr. CosTA. No, I think many of us have felt that way for years,
but I think it’s taken $9 per hundredweight milk to finally get the
industry willing to—as the Chairman and I have spoken, there’s
nothing like $9 per hundredweight to make folks wake up and fig-
ure out maybe we need to change things.

Mr. ERICKSON. Yes, Congressman, and I think——

Mr. CosTAa. When you have $15, $16 per hundredweight input
cost.

Mr. ERICKSON. That’s where we need to look at margin protection
as opposed to price supports.

Mr. CosTA. Well, but you didn’t answer my question. How would
you create an insurance program for over $11 or $12 billion of the
losses and maybe higher losses in the last 2 years?

Mr. ERICKSON. I'm not an insurance genius; I'm a small proc-
essor in Iowa, but I think it’s

Mr. CosTA. You’re a very good processor, Mr. Boswell tells me.

Mr. ERICKSON. I appreciate that.

Mr. CosTA. My other Iowa colleagues tell me.

Mr. ERICKSON. I do think it’s important to think about how to
create margin insurance. The implementation, Congressman, I'm
unsure of, but I think it would be a better approach than price sup-
port.

Mr. CosrtA. I think we need to look at all of that, and obviously
price supports have limits and certainly curtail more production of
milk where we have stored powder and cheese, I don’t think it’s
good food policy.

My time has expired.

Mr. Chairman, I'll look forward to continuing this conversation.
Once again, thank you very much.

The CHAIRMAN. I thank the gentleman.

I thank all the witnesses for being with us for your excellent tes-
timony and answers to the questions, and if the Members have
moredquestions, they can get them to you, you’ll answer them, like
I said.

So the panel is dismissed.

I wanted to tell people again that we are very much interested
in getting comments from anybody that has good ideas. I find that
sometimes folks that don’t necessarily get on these panels for
what—have some pretty good ideas, and so you can go on our
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website, www.agriculture.house.gov, and log on there and tell us
what you think about what’s going on, if you have new ideas, what
we should consider, very much would appreciate that input. And
those of you that have been watching on this web-cast, we’d like
comments about how that all works and what you think about it.
More feedback is better.

I'm going to yield the rest of my time for closing statements.
Thank you Mr. Boswell, the host of this event.

Mr. BoswgLL. Thank you, Mr. Chairman, Ranking Member
Lucas, both of you, I appreciate you coming to our state, our dis-
trict, sharing in this.

I want to thank the Iowa State Fair Board and Administration
for providing this facility, especially wanted to thank the witnesses;
some of them had to drive a long ways, and took you away from
business today, and I appreciate that very, very much. As we dis-
cussed in the full Committee and other times when we talk to-
gether, we have one thing in mind what we want to do; we want
to make agriculture as strong as we can make it, and do the best
Wbe can with the resources we have, and so that’s what this is all
about.

So thank you for participating, and it’s a challenging time. We
all know that. I'd be singing to the choir, and we were talking
about the challenging time as a country and as a world community,
and we know that too. And I appreciate John, Bill, and you for
coming today to sit in with us, appreciate all of that, and I think
that we’ve had a good meeting and look forward to proceeding on
to the process.

Mr. CosTA. Would the Chairman yield for a moment?

The CHAIRMAN. The gentleman from Iowa? Oh, Mr. Costa.

Mr. CosTA. The gentleman from California.

The CHAIRMAN. Can’t see you down there, I'm sorry. I figure
you’d be out here further so I can see you.

Mr. CosTA. I understand.

I just wanted to thank, again, Congressman Boswell for hosting
all of us. Though I do have somewhat of a question. All of us who
represent ag country around the country have had the pleasure to
be in auction pavilions in our districts and around, and they always
can be a lot of fun. I just was wondering Leonard, what this meant
when you put those of us down in the pit, I was a little concerned
that the witnesses, and those in the lower part of the panel in the
pit, you might have some ulterior motives. Usually when we’re in
the pit, we’re selling someone or selling something or being sold,
so hopefully we weren’t getting sold anything here today, but just
good information.

Mr. KiNG. This isn’t how we mark up the farm bill, is it, Mr.
Chairman?

The CHAIRMAN. I thank the gentlemen for their comments and
for the people watching, this is the first of eight hearings; we're
doing seven more of these in the next couple weeks, so we’re going
to hear a lot. The gentleman from Oklahoma, Mr. Lucas, do you
have a closing statement?

Mr. Lucas. Just simply, Mr. Chairman, that thank you and our
Iowa friends, Mr. Boswell, Mr. King, and Mr. Latham for being
such good hosts and cooperative and our witnesses today. It’s al-
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ways worth noting that in the nature of Committee process, which
is critically important to Congress, that the House Agriculture
Committee is bipartisan, non-partisan committees. We may dis-
agree occasionally on particular parts, agriculture economic philos-
ophy, we might have slightly different perspective on commodity
groups, but when we team up in that every 5 year process to write
a farm bill, we work together for the good of the country as a
whole. Sometimes we work with Administrations, and sometimes
we educate Administrations, but the bottom line is we’re going to
try to write you a good farm bill.

Thank you, Mr. Chairman.

The CHAIRMAN. I thank all of the Members for being here today.
So under the rules of the Committee, the record of today’s hearing
will be left open for 30 calendar days, to receive additional mate-
rials supplementary, written responses to witnesses and any ques-
tions posed by a Member. This hearing of the Committee on Agri-
culture is adjourned.

[Whereupon, at 3:59 p.m. (CDT), the Committee was adjourned.]

[Material submitted for inclusion in the record follows:]
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SUBMITTED LETTER BY BRIAN FREISE, PRESIDENT, AGPERSPECTIVE INC.
April 29, 2010

Hon. CoLLIN C. PETERSON,
Chairman,

House Committee on Agriculture,
Washington, D.C.

Representative Collin C. Peterson,

My name is Brian Freise and I am the owner of AgPerspective Inc, a risk manage-
ment and insurance firm in Dixon, Illinois. I have recently read that the Adminis-
tration, as well as the Congressional Agriculture Committee, has begun discussion
on the 2012 Farm Bill. I am writing today to express my opinions on how the 2008
Farm Bill can be improved upon in 2012. Specifically, I would like to address the
farm safety net and the ACRE (Average Crop Revenue Election) program.

I believe that the ACRE program was designed to improve upon the counter-
cyclical program and attempt to make payments more specific to where actual farm
losses occur. To better understand the program and explain it to our client base,
I created the spreadsheet enclosed with this letter. It walks the client through the
program step by step. Clients found this spreadsheet to be a tremendous resource
when deciding whether to enroll in the program or not. I also created a PowerPoint
presentation to explain all of the other details. I enlisted the help of Dr. Carl Zulaf
from Ohio State University to help insure my details were accurate. As I created
these materials, I noticed one major flaw in the program.

This has to do with the requirement for the individual FSA farm number to have
a revenue loss. I can appreciate why this component was added. I suspect it was
included so that farmers who have windfall revenue cannot collect through the
ACRE program on top of their already stellar year. However, the practicality of this
component is very questionable. For example, using the attached spreadsheet, I
have determined that if the State of Illinois has a $40.47 per acre ACRE corn pay-
ment, the average producer would need to have a yield in excess of 35 bushel over
his Farm Benchmark Yield to NOT qualify for the state level payment. Obviously,
the larger the state level ACRE payment the higher the farmer’s yield would be to
be to not qualify for payment. That being said, if ACRE triggers a substantial pay-
ment it will be very difficult for the farmer not to qualify. Again, I understand why
this component was added, but it is my opinion that this feature adds far more com-
plexity and administration cost than it is worth.

I believe this feature has much to do with why less than 15% of producers across
the Midwest enrolled in the program. Very few Farm Service Agency (FSA) employ-
ees truly understood the program, and in many cases farmers were convinced not
to sign up because of this lack of knowledge, and the paperwork burden of reporting
all of their yields. The reporting of yields to the FSA is also redundant as many
producers already report yields to their crop insurance agent. Not only does this fea-
ture not accomplish the goal of not paying farmers when they have windfall years,
but it creates an administrative nightmare that adds substantial cost to the imple-
mentation of the program.

Farm policy is something that I take a very active interest in and feel that I have
many excellent ideas to share. I am by no means an expert on all levels of farm
policy, but I believe I can offer great insight into programs that are designed to
serve as a safety net for row-crop producers. I would welcome the opportunity to
discuss the ACRE program or other areas of farm policy with you. Thank you for
your attention to this letter.

Regards,

o

BRIAN FREISE,
President, AgPerspective Inc.
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ACKT - Avera 2 Crop Revenue Election R

2.)The NDMDUAL FSA FARM NUMBER must have a revenue loss.

1) ETATE LE V=L ACRE ANALYSIS ILLINOIS

———
Benchmark Pricoamimi =y $4.13 CORN REVENUE GUARANTEE

Benchmark State Yield sy oy <~ 172 MAX PAYMENTIAC (25% of Guarantee)
COVERAGE LEVEL=§ 90%
NATIONAL AVERAGE MARKET YEAR CASH PRICE SCI

£ ENARIOS
$2.00 E $2.25 | $2.50 | $2.75 | $3.00 | $3.25 | s3.50 [ $3.75 | $4.00 s425—| $4.50 | $4.75 | $5.00
STATE YIELD ] re 3 Sl R
130.0 5159 83 | $150.83 | $159.83 S119.32 | S86.82 | $54.92 | s21.82
140.0 $159.83 | $159.83 | $159.83 $79.32 | $44.32 | $9.32
150.0 $159.83 | $159.83 | $151.82 $39.32 | s1.82
160.0 $159.83 | $150.32 | $119.32
170.0 $169.33 | $129.32 | $86.82
$159.83 | $126.02| $83.25
$99.52 | $54.32
$69.32 | $21.82
$39.32
—- In this case a final state yield of 171.1 and price of $3.50 would net a payment of $40.47
= where CCP and LDP payments would likely begin to occur

T T W i
2.) FARM LEVEL A& & 3IS Farmer XYZ

The individual FSA farm number must fall below it's Benchmark Revenue in order to trigger.

|EARK BENCHMARK REVENUE = (5 year olympic yield average ~ Benchmark price) + crop insurance premiums paid

|JACTUAL FARM REVENUE = (Farm's Actual Yield * Mational Market Year Price)

EXAMPLE = 5 yesr olympic farm average= 180 Per acre crop Insurance promium =  $25.00
Actualfarm yield = 215 Benchmark Price = $4.13

National Market Year Price =  $3.50

FARM BENCHMARIC REVENUE = (180 yleld average * $4.13 Benchmark price) 4 $25 crop insurance premium = $768.40
ACTUAL FARM REVENUE = (216 bu * $3.50 NMYP) = $752.50

IS FARM TRIGGER MET? = YES......, Actual Farm Revenue of $752.50 is less than the farm benchmark of $763.40

T P T T T e, W T TR

“Thés handout is based on roliable. There is no

‘accurscy implied. Please consuft your local Fanm Service Agency for more details.
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SUBMITTED LETTER BY DAVID KUBIK, PRESIDENT, IOWA STATE ASSOCIATION OF
ASSESSORS

June 1, 2010

Hon. CoLLIN C. PETERSON,
Chairman,

House Committee on Agriculture,
Washington, D.C.

Re: Farm bill field hearings
Dear Congressman Peterson:

County assessors in Iowa have the specialized task of assigning an assessed value
to each agricultural parcel for property tax purposes. We gather as many pieces of
information as we can, at the lowest cost, to estimate the most accurate productivity
value possible.

One of the pieces of information that would aid us in this process is a Geographic
Information System (GIS) crop field shape layer that was created by each local FSA
office, and was reviewed for accuracy by each landowner. Unfortunately, the 2008
Farm Bill declared the bulk of this GIS layer confidential and will not release it
to other governmental entities, including county assessor offices. I am unsure as to
why it was declared confidential as it contains no personal information, no owner-
ship information or actual crop production information. The FSA office will release
a GIS layer with the shape, but all details regard crop or non-crop designations
have been purged from the file, rendering it virtually useless. This information
could be recreated from aerial photos and inspections, but the cost to taxpayers
would be substantial.

The Iowa State Association of Assessors respectfully requests that the next farm
bill require that the unmodified GIS field layer be available to county government
officials, thereby saving substantial tax dollars and receiving a more accurate layer
than could be reconstructed locally.

We realize that this is a relatively insignificant request when considering the
magnitude of the entire farm bill, but making this information available to local
government would produce more accurate assessments with no added cost to the
local taxpayer.

I thank you for allowing our concerns to be heard and would welcome any ques-
tions you or other Committee Members may have regarding this issue.

Sincerely,

Ok H

DAvID KUBIK,
President,
Towa State Association of Assessors.

SUBMITTED LETTER FROM MONTE SHAW, EXECUTIVE DIRECTOR, IOWA RENEWABLE
FUELS ASSOCIATION

April 29, 2010

Hon. CoLLIN C. PETERSON,

Chairman,

House Committee on Agriculture;

Hon. LEONARD BOSWELL,

Chairman,

Subcommittee on General Farm Commodities and Risk Management, House Com-
mittee on Agriculture,

Washington, D.C.

Dear Chairman Peterson and Congressman Boswell:

As the largest trade association representing Iowa’s ethanol and biodiesel pro-
ducers, the Iowa Renewable Fuels Association (IRFA) welcomes the House Agri-
culture Committee to Iowa and thanks both Chairman Peterson and Congressman
Boswell for their leadership in convening this important meeting in the epicenter
of renewable fuels production.
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Without question, the Energy Title of the 2008 Farm Bill made important strides
for both Iowa farmers and the Iowa renewable fuels industry. IRFA strongly encour-
ages the Committee to include an Energy Title in the 2012 Farm Bill in order that
the full potential of renewable fuels advancements and improvements can be real-
ized. While not a comprehensive list, we appreciate the opportunity to highlight a
gew1 issues that IRFA would like to see addressed in the upcoming bill’'s Energy

itle.

Before addressing specific issues in the farm bill, we would like to generally state
that IRFA sees significant room for improvement in near and medium term pro-
grams that can assist with the eventual success of cellulosic feedstocks for biofuels
production. First, we feel that current biorefineries and the residues of traditional
crops will play a huge role in the future production of cellulosic biofuels. In Iowa,
these feedstocks and biorefineries will likely be the first commercial cellulosic suc-
cess stories and in all likelihood will dominate the foreseeable cellulosic future. We
understand there will be an important role for dedicated energy crops as well, but
crop residue feedstocks are expected to be preeminent in the Midwest.

Current renewable fuels plants have the infrastructure in place (rail, storage,
admin.) to make them the most attractive places for the adoption of cellulosic eth-
anol production. Congress needs to keep in mind that once the cellulose is broken
down into simple sugars, the “back” 23 of a cellulosic biorefinery can be the same
as a corn starch ethanol plant.

Even as public and private research perfects the cellulosic conversion process and
determines the proper harvest/storage/transportation system for the cellulosic feed-
stocks, one of the most significant practical hurdles to overcome is the cautious na-
ture of most farmers. Given the challenges of turning a profit in farming, it is to
be expected that most farmers aren’t going to risk their entire operation on the
equipment and other costs associated with cellulosic feedstock collection and storage
until the system has been proven both to work efficiently and profitably.

This presents a major challenge for cellulosic biofuel production. When a cellulosic
biorefinery is built, the area around the plant likely had no demand for cellulosic
material one year, but then, as the plant begins operations, there is a massive de-
mand for cellulosic material literally overnight. If that scenario is allowed to play
out, it is difficult to see a smooth transition. Resulting financial pressures on the
new cellulosic plants could pose problems. However, there is a model that allows for
the rapid but phased-in adoption of cellulosic residue harvesting by farmers while
atfthe same time providing meaningful carbon and energy security benefits to bio-
refineries.

Repowering Assistance Payments to Eligible Biorefineries

IRFA believes the synergies between existing biorefineries and future cellulosic
conversion hold the key. As current plants look to lower costs and reduce their car-
bon footprints, there is growing interest in “repowering” plants with biomass instead
of, or in addition to, natural gas or coal. Initiatives such as the Repowering Assist-
ance Payments to Eligible Biorefineries program have great potential because tech-
nology does not require that a plant go “cold turkey” in transitioning to biomass for
heat and steam. Several promising technologies allow biomass to work into the
equation even as natural gas and coal are still partially utilized. This key fact would
allow area farmers to get into the biomass business over time and not require hun-
dreds of farmers to take the plunge at once.

As “repowering” spreads to more plants and biomass replaces a greater percent-
age of fossil fuels, harvest/storage/transportation (and possibly even on-farm
pretreatment) systems can be improved and proven. This will lead to more rapid
adoption of the processes by additional farmers. Later, as cellulosic biofuels produc-
tion is commercially adopted throughout the industry, we will have solved these
hurdles instead of the hurdles posing yet another uncertainty for the infant next
generation biofuels industry.

For these reasons, IRFA supports the continuation of the Repowering Assistance
Payments to Eligible Biorefineries program in the 2012 Farm Bill. In order to be
successful, the payments from this program must be robust enough to provide nec-
essary incentives for renewable fuels producers to move forward with biomass
repowering projects. However, IRFA believes the rural location and domestic owner-
ship requirements of the program are unnecessary and should be eliminated. Re-
gardless of whether or not a renewable fuels facility is located in an area that meets
USDA’s definition of “rural,” the facility will still be creating demand for agricul-
tural products and services by operating on feedstocks produced by Iowa farmers.
Therefore, an “urban” facility’s participation in the program will positively impact
Iowa agriculture and rural development nearly as much as the participation of a
“rural” facility.
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Biomass Crop Assistance Program (BCAP)

Further, demand created by repowering must be matched with supply. In order
to attract early adopters of cellulosic harvesting, IRFA strongly supports the con-
tinuation and enhancement of the Biomass Crop Assistance Program (BCAP) in the
2012 Farm Bill.

IRFA supports the matching payment option for eligible material owners deliv-
ering to a biomass conversion facility as proposed in the Notice of Funds Avail-
ability, which would provide cost-share payments for collection, harvesting, storage,
and transportation costs at a rate to match the biomass sale price, up to $45 per
dry ton. IRFA also supports the continued eligibility of Title I crop residue such as
corn stover and corn cobs for the matching payment component of the BCAP pro-
gram. Similarly, IRFA encourages Congress to follow the example of the proposed
rule issued by the USDA Commodity Credit Corporation by eliminating the 20 per-
cent payment cap for corn stover, corn cobs, and other Title I crop residue. Finally,
we believe the payment period should be extended beyond the two year limitation
to a duration long enough to ensure these fragile ventures are able to take firm root.
We are hopeful that Iowa farmers will be able to utilize this program in the near
future as demand for cellulosic biomass increases.

Advanced Biofuel Payment Program

The 2012 Farm Bill must also encourage the continued production of advanced re-
newable fuels. For this reason, IRFA supports the extension of the Advanced Biofuel
Payment Program, which is crucial to Iowa’s biodiesel producers. IRFA encourages
Congress to once again follow the example of USDA’s proposed rule by removing the
rural location requirement for this program (for the same reasons stated above in
the section covering the Repowering Assistance program).

We also encourage Congress to adopt an approach that makes program payments
based on total gallons produced rather than the “base production” versus “incre-
mental production” payment approach currently recommended in USDA’s proposed
rule. As we are still in the infant stages of the advanced biofuels industry, it will
be just as important for this program to help ensure the continued operation of ex-
isting facilities as it will be to encourage expanded production or new facilities.

Finally, we believe that the domestic ownership requirements included in the pro-
posed rule should be eliminated. While we certainly agree that locally-owned plants
provide additional benefits, even foreign-owned plants who participate in this pro-
gram will have a significant positive impact on Iowa agriculture and the rural Iowa
economy.

Chairman Peterson and Congressman Boswell, IRFA thanks you once again for
coming to Iowa to hold this important Committee hearing. We certainly appreciate
your passionate leadership and your personal commitment to issues that affect the
renewable fuels industry, and we hope we have identified some areas to be ad-
dressed in the 2012 Farm Bill that are vital in moving the clean energy economy
ahead in the next decade. We stand ready to work with you going forward. Please
do not hesitate to ask for any additional information or assistance that we can pro-
vide from the Iowa Renewable Fuels Association.

Sincerely,

Yorty /)

MONTE SHAW,
Executive Director.

SUBMITTED STATEMENT BY KEVIN VIERKANDT, FARMER, ALDEN, TA
To whom it may concern:

Back Ground: The current farm bill has a disaster component that provides Sup-
plemental Revenue Coverage or SURE. This program uses Federal Crop Insurance
as a component to calculate an additional payment to producers who meet certain
criteria. This program was designed to stabilize farmers’ incomes in disaster situa-
tions.

Situation: In 2008 many Iowa and other state counties were declared US Sec-
retary of Agriculture disaster counties. Depending on the type and coverage level
of crop insurance a producer purchased for Spring Crops in Iowa prior to 3—15-2008,
this selection will greatly influence the dollar amount of SURE payment a producer
will receive. The other component is the producer’s own production or crop yields.



358

Many producers in these counties and other counties experienced low yields due to
excessive moisture and cool temperatures in 2008.

The Problem: It appears there are some unintended consequences in the 2008
Farm Bill involving the SURE program using Federal Crop Insurance as a compo-
nent in the formula to establish a revenue threshold to trigger SURE payments,
based on a producer’s proven yield or county expected yield, and 2008’s marketing
year price and finally the producer’s actual yields. In 2008 due to excessive price
volatility during the 2008 Crop Insurance selling season from around 12-1-2007 to
3-15-2008 different spring prices were established for various Federal Crop Insur-
ance products. Looking only at Corn (however Soybeans are in a similar situation)
for GRP crop insurance spring price was established at $3.75/bu. for MPCI $4.75/
bu. and for all revenue based products a price of $5.40/bu. In past and subsequent
yeat(‘is from 2008 this level of price variation between insurance products has not ex-
isted.

One particular group of producers who purchased 90/100 GRP Federal Crop have
been adversely affected due the use of the $3.75/bu Spring price in establishing their
SURE revenue trigger guarantees. Producers choose this type of product due to high
coverage levels (90%) and were aware of the spring price, but knew if there were
low yields in their county they would be paid at a price of $6.25/bu for every bushel
the county was short below the guarantee or trigger county yield level. This is all
due to GRP products having a 150% multiplier which a producer may take advan-
tage of if they choose a 100% on their price selection. There are many producers
in counties in Iowa and other states, that selected 90% coverage and 100% price
that were paid $6.25 on every bushel the county was short in 2008 from the estab-
lished trigger yield. A producer who chooses the 90/60 GRP product would have re-
ceiYgd a payment of $3.75/bu. for every bushel the county was below its trigger
yields.

Some producers who purchased very inexpensive lower levels (exp. 75% RA or
CRC revenue products or 75% MPCI federal crop are fairing much better in SURE
payments than a producer who purchase the mush higher coverage product GRP 90/
100 product. This probably was not intended by the 2008 Farm Bill and the knowl-
edge of exactly what the rules were to establish how the FSA was going administer
and pay producers for the 2008 disaster SURE program were not known until the
spring of 2010. About 2 years after the 2008 crop insurance buying decision had
been made.

The Result: Producers who choose MPCI insurance policy such as a 75% cov-
erage level are being rewarded with higher SURE payments resulting in higher
overall farm income versus producers who purchased GRP 90% Coverage/100% Price
selection Federal Crop Insurance and who experienced the same disaster conditions.

Solution: To Perhaps bring the producer who choose 90/100 GRP up to spring
price of $6.25 equaling what they actually were paid by Federal Crop Insurance for
the resulting county yield losses below a certain county trigger yield.

Other Solutions: To provide some level of fairness and payment to affected pro-
ducers who had disaster level revenues in their operations for 2008. Perhaps the
RMA and FSA should consider using a harmonized price on all bushel guarantee
Federal Crop Insurance products in 2008. Perhaps the spring price of $4.75 could
be used on GRP policies as is being used on MPCI Federal Crop Insurance products.

By Kevin Vierkandt: For the good of all affected producers who purchased GRP
Federal Crop Insurance in 2008 and who have been negatively impacted by the 2008
Farm Bill’s SURE program.
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Sure 2008

Kelvin Leibold

Area Farm Business Specialist
Iowa State University Extension

[Redacted]

Materials referenced:
Chad Hart, lowa State University, [Redacted]

William Edwards, Iowa State University, [Redacted]

IOWA STATE UNIVERSITY

University Extension

Supplemental Revenue
Assistance (SURE)
A Permanent Disaster Program

IOWA STATE UNIVERSITY

University Extension
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Supplemental Revenue
Assistance (SURE)

e New in the 2008 farm bill

» “Add-on” coverage to crop insurance
* All crops, not individual crops

» Administered by Farm Service Agency
 In place through 2012

IOWA STATE UNIVERSITY

University Extension

Impact of the 2008 Farm Bill

» Both ACRE and SURE provide additional
revenue risk protection.

* Prices, yields, timing differ from crop
insurance.

 Probably should not influence the crop
insurance decision.

JOWA STATE UNIVERSITY

University Extension




361

Impact of SURE

» SURE provides 15% added coverage above the
crop insurance guarantee (up to 90%).

 All crops must be insured except crops that are
less than 5% of total crop value.

» Can use CAT level coverage for minor crops
» Can use NAP coverage for noninsurable crops.

« All crops and all acres per producer are added
together to calculate coverage and losses.

» Payment is 60% of loss not paid by insurance.

[OWA STATE UNIVERSITY

University Extension

To be Eligible:

* Land must be in a “disaster” county (U.S.
Secretary of Ag designation)

* Or, in a contiguous county

* Or, production loss on all crops on the farm
must exceed 50% of expected gross value.

» At least one crop must have a 10% or greater

production loss.

* Must have bought crop insurance — was a one
time opportunity to “buy in” with a late fee of $100 per crop
before May 18t 2009 to get eligible for 2008 and required to
purchase crop insurance the following year.

IOWA STATE UNIVERSITY

University Extension




SURE Program Eligibility
Not Eligible

I secretarial Disaster County

0 contiguous County

Corn and Soybean SURE
Gua 'a ntee PriceS (used to calculate guar. rev.)

MCPI CRC/RAHP GRP GRIP
2008 $4.75 $5.40 $3.75 $5.40
2009 $4.00 $4.04 $4.00 $4.04
2010 $3.90 3.99 est. $3.55 $3.99 est.
MCPI CRC/RAHP GRP GRIP
2008 $11.50 $13.36 $8.70 $13.36
2009 $9.90 $8.80 $9.90 $8.80
2010 $9.15 $9.23 est.  $8.55 $9.23 est.

[OWA STATE UNIVERSITY

University Extension
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Example GRP 90/100-60

 Crop insurance - Hardin é

— Insurance yield is 174.7 bu. per acre @ 90%
= 157.2 bu. coverage

— Insurance is 174.7 bu. X $3.75 X 1.5 X (60%-
100% factor) = $589 to $983

— Actual county vyield is 154.7 = 2.5 bu. loss

—100% factor pmt = $983 X 0.0161 = $15.81
or $15.81/2.5 bu. = $6.25/ bu. of loss

— 60% factor pmt = $589 X 0.0161 = $9.48 or
$9.48/2.5 = ~$3.75/ bu. of loss

IOWA STATE UNIVERSITY

University Extension

Corn Income per Acre
B R S e B Markaiess

Yield 150 bu.

APH RA HP GRP GRP 100
crop $ 594 $594 $594 $594
insurance $ - $ 127 $9 $16
SURE $69 $67 $ - $-

Total rev. $ 663 $788 $ 603 $ 610

IOWA STATE UNIVERSITY

University Extension
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GROUP COVERAGE
COUNTY: Hardin
Corn Price $3.75

Corn Loss Scenario

Expected County Yield 174.7|Bushels |
Level of Coverage 90%
Trigger Yield 157.2|Bushels ]
Max.Cov. Per Acre (1.5 factor) $983 [174.7 bu x 3.75 x 1.5 factor = $983
Total acres 1.0 |100% interest $983 divided by 157.2 guar bu = $6.25
0.0 [50% interest

Total Liability $983
Actual County Yield 154.7[Bushels ]

157.2  minus 154.7 =
Calculation for payment factor = (Trigger Yield - County Yield) > 0 2.5 Divided by 157.2 =

Trigger Yield Payment Factor equals 0.0161

|Indemnity payment = Total Liability x Payment Factor | $983 X 0.0161




HEARING TO REVIEW U.S. AGRICULTURE
POLICY IN ADVANCE OF THE 2012 FARM BILL

SATURDAY, MAY 1, 2010

HOUSE OF REPRESENTATIVES,
COMMITTEE ON AGRICULTURE,
Nampa, ID.

The Committee met, pursuant to call, at 1:00 p.m., at the North-
west Nazarene University, Old Science Lecture Hall, Nampa,
Idgho, Hon. Collin C. Peterson [Chairman of the Committee] pre-
siding.

Members present: Representatives Peterson, Minnick, Costa,
Herseth Sandlin, and Lucas.

Staff present: Nicole Scott, Pelham Straughn, Robert L. Larew,
John Konya, Keith Jones, Lisa Shelton, and Jamie W. Mitchell.

OPENING STATEMENT OF HON. COLLIN C. PETERSON, A
REPRESENTATIVE IN CONGRESS FROM MINNESOTA

The CHAIRMAN. This hearing of the Committee on Agriculture to
review the U.S. agricultural policy of the 2012 Farm Bill will come
to order.

[The prepared statement of Mr. Peterson follows:]

PREPARED STATEMENT OF HON. COLLIN C. PETERSON, A REPRESENTATIVE IN
CONGRESS FROM MINNESOTA

Good afternoon, and thank you for joining us for today’s House Agriculture Com-
mittee hearing. We are glad to be here in Nampa to hear from area farmers and
ranchers about the issues facing agriculture and rural communities.

As we demonstrated in 2008, the farm bill is about much more than just farms.
We continued the safety net that protects farmers and ranchers and provides the
certainty they rely on to stay in business. But we also made historic investments
in nutrition, conservation, renewable energy, research, rural development, fruit and
vegetable products, and organic agriculture.

While traditional farm programs have a relatively small proportion of funding,
these programs are essential to the continuing success of U.S. agriculture. We have
a system of independent farmers and ranchers working the land, and without the
certainty that farm programs provide, these farmers would not be able to get the
financing that they need to put a crop in the ground.

I want to welcome our witnesses and thank them for taking time out of this busy
time of year to talk to us today. These farm bill hearings are the first step in the
process of writing the next farm bill. A bill this large and that covers so many im-
portant issues takes a lot of time and effort to get it right, and I am committed to
a process that is open, transparent, and bipartisan.

For all those joining us today in the audience, I hope that you will also participate
in this process by sharing your thoughts on the farm bill with us. We have a survey
posted on our Committee website, and we have cards available today with that web
address so that everyone has a chance to tell the Committee about what is working
and what new ideas we should consider for the next farm bill.

We have a lot of ground to cover, so let’s get started.

(365)
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The CHAIRMAN. First, I want to recognize Mr. Minnick for a wel-
coming and opening remarks.

OPENING STATEMENT OF HON. WALT MINNICK, A
REPRESENTATIVE IN CONGRESS FROM IDAHO

Mr. MINNICK. Thank you very much, Chairman Peterson.

I would like to thank you, and Ranking Member Lucas for com-
ing here, and joining us in Nampa. And thank you for recognizing
that Idaho needs to be an important voice as we put together our
next 5 year farm program.

It’s most appropriate that this Committee choose to have a field
hearing in Idaho. As I think everyone in this room recognizes,
Idaho is the number one state in the nation in the production of
potatoes. I know that’s self-evident, because really there is no other
state in the nation that produces real potatoes. We hope to——

The CHAIRMAN. Now wait a minute.

Mr. MINNICK. We're also just a little—I think a little less well
known, the number three state in the production of dairy products.
We're number three in barley. We're in the top five in beef, number
seven in wheat. And in a number of smaller specialty crops, par-
ticularly, those grown in the lower Treasure Valley. We are a lead-
er—or the leader—among the leaders in the nation.

I want to commend the witnesses who have joined us today, tak-
ing time out of a weekend to offer their testimony. It’s thoughtful.
It’s well reasoned. And it’s important that we listen carefully to it
as we put together the next Federal farm program.

What I hear in talking with farmers and agricultural interests
generally, and I think we will hear again today, is a number of re-
curring themes with respect to Federal farm policy.

One is, that unintentionally, but to a significant extent, Federal
farm programs punish efficient producers. And that has deleterious
consequences, not just for the producers, but for the country, and
its international competitiveness.

Existing farm programs, to a significant extent, also favor certain
geographic areas, and disadvantage others, sometimes Idaho, some-
times other places. Existing Federal farm programs also tend to
discriminate against large producers, particularly the commodity
programs, and certain specialty producers, such as our emerging
organic industry. Existing Federal farm programs don’t fit these
emerging industries very well.

I think you will also hear consistently, I certainly do when I talk
to farmers anywhere, that compliance with existing Federal farm
programs is far too paper intensive and bureaucratic. And that we
need to come up with a farm program, which will allow our effi-
cient producers to spend less time fighting the government, and
more time farming their land.

Also, it’s evident in this era of runaway record budget deficits,
the farm programs on balance are extremely expensive. Some will
say, too expensive, and do a relatively poor job of protecting the in-
come of various producers during times of stress. And here in
Idaho, we’re talking this year about the dairy industry, and more
recently about the potato industry, both of which are suffering from
low prices.
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In addition, we need a couple of things that are beyond the scope
of the Agriculture Committee, the Department of Agriculture, but
need to be done on a national level in order to make agriculture
more successful, more productive.

One is, we must have immigration reform in this country. And
it’s critically important to a number of the industries we’re going
to hear from today, who simply do not have access to the labor that
they require to put in, process, and manage their production.

The dairy industry, grape industry, apple industry, and various
specialties crops, all are suffering, in my belief, from the absent
skilled workers that would be available under a more enlightened
immigration program.

And finally, the United States is an efficient producer. We need
access to foreign markets. If we have a level playing field, we com-
pete very, very well globally with respect to almost every agricul-
tural commodity. So, we need help from the U.S. Government in
opening foreign markets, and on leveling the playing field.

Well, these themes are ones that we in the community are sen-
sitive to; we want to hear your views. And as we spend the next
couple of hours listening to your testimony, I think there is nothing
that we could be doing this afternoon that is more important, not
just for agriculture in the country, but for my State of Idaho.

The CHAIRMAN. I thank the gentleman.

And Mr. Minnick is one of the outstanding new Members of our
Committee. We're pleased to have him on the Committee. He’s
made a lot of great contributions already in this short time. And
we're pleased to be here in his district.

And we also have with us, Mr. Simpson, who is not a Member
of the Committee. And we may have some magic words that I have
to read about him, since he’s here.

Mr. Simpson is on the Appropriations Committee. And a lot of
what we do outside the farm bill and in the farm bill is authorize
programs that need appropriations. And Mike has been great to
work with us. He and I are good friends. And we work together.
And he and Walt are good friends, and work together. And that’s
important for Idaho.

And those of us in agricultural generally tend not to be partisan.
We try to work on a bipartisan basis. Please take some time to
make some comments.

STATEMENT OF THE HON. MICHAEL K. SIMPSON, A
REPRESENTATIVE IN CONGRESS FROM IDAHO

Mr. SiMPSON. Thank you, Mr. Chairman. I just want to thank
you, and Ranking Member Lucas, for being here, and coming to
Idaho to hold this hearing.

As you mentioned—this may be the only time you have in what-
ever state you go to, the entire delegation at the hearing. You are
bookended by Idaho’s First District down there, and Second Dis-
trict down here. I thank the other Members for coming to Idaho,
too. The last time I did this was in the year 2000, I think it was.
We went around the country before we wrote the 2002 Farm Bill.
And then I went to the Appropriations Committee later on when
we wrote the 2008 Farm Bill.
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I can tell you how important agriculture is to Idaho. When I was
first elected to the Idaho Legislature, and when we would do our
revenue projections at the very first of the year, we would just have
the price of potatoes, the price of wheat, and the price of silver.
And you knew what your revenue was going to be the next year.

Now, Idaho has changed a lot. And the economies have diversi-
fied a lot, but agriculture is still the most important industry in
this state. So I thank you for coming here today, and look forward
to the testimony. I'm mostly here to learn from all the witnesses
about what they think needs to be done in the rewrite of the next
farm bill.

Thank you, Mr. Chairman.

The CHAIRMAN. And thank you.

And the gentlemen from Idaho, Mr. Simpson, is not a Member
of the Committee, but has joined us today. And I've consulted with
the Ranking Member, and we are pleased to welcome him in join-
ing the questioning of the witnesses. Those are the magic words.

We're also web-casting. This is the first time that the Committee
has web-cast field hearings. And so we have people watching us on
the Internet around the country. And we have cards for those of
you that aren’t able to testify today. It has the address of our
website, which is www.agriculture.house.gov.

And so anybody that’s watching or in the audience can log on to
the website, provide your input, suggestions, questions, whatever
you have in mind. And that will become part of the record as well.
So we encourage everybody that has ideas to get involved, and
that’s what we’re trying to do here.

So, I welcome everybody to this hearing. And as I said, we're
glad to be here. We demonstrated in the 2008 Farm Bill, that it’s
much more than just about the farms. We continue the safety net
that protects farmers and ranchers, and provides some certainty
that they rely on to stay in business, and to manage their risks.

But we also made historic investments in nutrition, conservation,
renewable energy research, fruits and vegetable products and or-
ganic agriculture.

While traditional farm programs have a relatively small propor-
tion of the funding, these programs are essential to the continuing
success of U.S. agriculture. We have a system of independent farm-
ers and ranchers working the land. And without the certainty that
the farm programs provide, these farmers would not be able to get
the financing in a lot of cases that they need to put the crop in the
ground.

I want to welcome our witnesses. And thank them for taking
time today out of their busy time of the year to talk to us. The farm
bill hearings are the first step of the process to arriving at that
farm bill. A bill this large covers so many important issues. It
takes a lot of time, and a lot of effort to get it right.

And I'm committed to taking the time, and having a process
that’s open, transparent, and bipartisan, like we did in writing the
2008 Farm Bill, and I have no doubt that we will accomplish that.

As I said, for those in the audience, we hope that you will partici-
pate in the process by going on our website. And we have cards
available to you today. So we want to welcome input.
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And a lot of times, we get some great ideas from folks that don’t
necessarily get identified, so we appreciate that.

So we have a lot of ground to cover. Let’s get started. I recognize
the Ranking Member, my good friend and gentleman from Okla-
homa, Mr. Lucas, who will make an opening statement.

OPENING STATEMENT OF HON. FRANK D. LUCAS, A
REPRESENTATIVE IN CONGRESS FROM OKLAHOMA

Mr. Lucas. Thank you, Mr. Chairman. I want to thank you for
calling the hearing, and being so proactive in preparation through
the debate we’re going to have on future farm policy in the 2012
Farm Bill.

I realize we have an extremely difficult road ahead of us. One
thing I do look forward to is listening to our producers. While I get
to listen to my folks back home, my producers every time I go to
the coffee shop, the feed store, when I do my town meetings across
the Third District of Oklahoma, I think it’s vitally important to
hear from producers from a broad range of places, who grow a
broad range of products.

My goal for the next farm bill is quite simple. I want to give pro-
ducers the tools to help them do what they do best, and that is
procll(lilce the safest, most abundant food supply in the history of the
world.

I think it will be extremely important to hear from you about
what’s working, and what’s not working, and what changes we can
make to the farm bill to allow you as producers to work more effi-
ciently.

The 2008 Farm Bill was another investment in the future of
rural America. Not only did we provide a safety net for our pro-
ducers, but we also made substantial investments in conservation
and nutrition programs, which are very important during any time
of great need for Americans.

But I would say this, and we should always remember, a lot of
people fail to remember that 75 percent of the present farm bill
spending goes to nutrition programs. That’s 3% of every dollar to
the nutrition programs.

In addition to those investments, this Committee, led by Chair-
man Peterson, accomplished substantial reforms, especially in the
realm of payment.

And this is a fact that should not be forgotten by those who seem
ready to attack the programs. It is very, very likely that 2012 will
be the year the Administration’s priorities seem to differ greatly
from what I believe my producers priorities are.

There was very little mention by the Administration, in a recent
hearing, about safety net conservation programs, and many of the
things that my producers consider to be so important. I believe it
is imperative that Congress work together with the Administration
to come up with workable solutions to the many problems our rural
communities face.

But first, this Administration must provide its commitment to
production ag. I also want to hear from you today about the im-
pediments that you face when you bring a crop to market. And how
we can help alleviate some of those impediments. I have serious
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concerns of the effects of an overreaching EPA, and what that’s
going to do to you in rural America in production of agriculture.

Hopefully, with your guidance and input, this Committee can
help to reduce some of those impediments.

The CHAIRMAN. All right.

I thank the gentleman, very much. I would also like to recognize
that we have the leadership of the USDA of Idaho with us today.

The FSA Director, Mr. Richard Rush. Are you here? There he is.

Mr. RUsH. Yes.

The CHAIRMAN. And the Idaho Wildlife Director, Wally Hedrick.
And the Idaho State Conservation, Mr. Jeffrey Brewen.

I want to give them a hand at the great job they do.

[Applause.]

Mr. SiMPSON. Mr. Chairman, I would like to recognize the Direc-
tor of the Idaho Department of Agriculture, Celia Gould is here
today.

[Applause.]

The CHAIRMAN. Thank you. So we’ll call our first panel officially
to the table. They are lined up and ready to go.

Mr. Fred Brossy, organic wheat, bean, potato and hay producer
from Shoshone, Idaho.

le}Ilr. Scott Brown, wheat and barley producer from Soda Springs,
Idaho.

Mr. Doug Gross, potato producer, Wilder, Idaho.

Mr. Kelly Henggeler?

Mr. HENGGELER. Hang-ler.

The CHAIRMAN. Henggeler, okay, apple, plum, and peach pro-
ducer and packer from Fruitland, Idaho.

Mr. Galen Lee, sugarbeet, mint, asparagus, hay, grain, corn and
cattle producer, from New Plymouth, Idaho.

And Mr. Brian Kernohan, a forester from Coeur d’Alene, Idaho.

So, gentlemen, welcome to the Committee.

And, Mr. Brossy, you are on. We have a 5 minute rule. I think
there is a screen there that will tell you that. It will go to yellow
at 1 minute. And so your full testimony will be part of the record.
So if you could summarize, and try to stay within the 5 minutes,
we would appreciate it.

Mr. Brossy.

STATEMENT OF FRED BROSSY, ORGANIC WHEAT, BEAN,
POTATO, AND HAY PRODUCER, SHOSHONE, ID

Mr. BrRossY. Thank you. My name is Fred Brossy. My wife and
I farm 300 irrigated acres around the Little Wood River west of
Shoshone, on the Snake River Plain east of here. We began man-
aging our farm in 1983 for an absentee owner. And in 2005, thanks
in part to the Federal Farm and Ranchland Protection Program,
through which we placed a conservation easement on the farm, we
were able to purchase it.

And I want to put a plug in here for that program, because I
think it is one of the great farm bill programs that helps preserve
farmland. And it sure helped us.

As you mentioned, I am an organic farmer. I've been certified for
15 years producing hay, wheat, barley, potatoes, dry beans, garden
beans, seed, and other vegetable seed crops.
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I really appreciate the invitation to address the Committee
today. I would like to thank, Chairman Peterson, the Committee
Members, and staff for the opportunity to do so.

For those of us in the Intermountain West, farm bill programs
often appear focused primarily on the Midwest. And we are
pleased, very pleased that you are here in Idaho to hear our con-
cerns.

And I'm also particularly honored to be, as far as I know, the
first organic farmer from Idaho to be invited to address the Com-
mittee. Thank you very much, Congressman Minnick, for this op-
portunity.

The 2008 Farm Bill was notable in its recognition of organic agri-
culture as a viable contributor to the food production in this coun-
try. And we appreciate that Congress chose to provide financial as-
sistance to organic farmers and those transitioning towards or-
ganic, as well as funding increased enforcement of the USDA or-
ganic standards through the NOP.

As well, we are very appreciative of the expanding crop insur-
ance protections that recognize organic. And this is another plus
for the 2008 Farm Bill from our perspective. This financial assist-
ance provided a start towards leveling the playing field for those
of us who choose to farm organically. But there is obviously more
to do.

Another important part of the 2008 Farm Bill were the research
budgets that recognized organic. And we feel this is very important
for the future of our organic farming methods. Particularly because
organic is really a systems approach to farming. And there is plen-
ty more scientific research that we need to be more effective in
managing agroecological ecosystems without all the outside influ-
ence that traditional agriculture relies on.

As far as the 2012 Farm Bill goes, the EQIP program is some-
thing I participated in. And I would like to recognize the organic
initiative for the EQIP program. And what I would like to suggest
for improvements there, is that we would like to see more of a sys-
tems approach to EQIP. Right now, it’s a piecemeal approach to ad-
dressing specific resource problems. And often in an organic sys-
tem, really what we would like to see, is a holistic approach to con-
servation.

And that pertains to the CSP, as well, which I also participated
in last fall. That’s been an extremely arduous process to get in-
volved in CSP. And yet, I really think it’s a great program. And I'm
hoping that it will be continued in the new farm bill.

Again, it probably needs to be a little bit less tied to the heart-
land, and a little bit more tied to smaller farmers with unique
crops, other than corn, soybeans, cotton and rice. I think there are
some funding concerns about a program like that, and I have a
suggestion for that, as far as funding CSP.

It’s probably a little bit radical. But those of you who were on
the Committee back in the 1980s probably recall in the 1985 Farm
Bill, that commodity program payments were linked to highly erod-
ible lands and wetlands qualifications. So lands that didn’t meet
the criteria for those, were not eligible for Federal farm program
funds.
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I would suggest that commodity payments be linked to conserva-
tion stewardship through some modification to the CSP program.
And I think that would go a long way towards improving conserva-
tion across our nation, as well as funding commodities produced in
a more conservation approach. This would really link food produc-
tion to conservation stewardship. And it is an appropriate national
policy and worthy purpose for a farm bill.

A couple other concerns that I have about the 2012 Farm Bill,
is that we need to see more focused on small farm, especially crop
farmers. We're being faced with the GAP regulations. And some of
those are going to require infrastructure. And I think it would be
very helpful if we were to have more access to specialty crop
grains. Maybe—I'm not sure exactly how to do that, but that’s an-
other thing that we would like to see funded.

And in summation, I would just like to say, organic agriculture
provides important benefits to our country besides healthy, nutri-
tious food. If it receives a fair share of research and development
resources and conservation funding, organic farming will lead the
way towards a much lighter impact on the nation’s soils, waters,
and wildlife from agriculture. This is a worthwhile goal for national
agricultural policy. And we look forward to further cooperation
with Congress in this direction.

Thank you very much again for the opportunity to address these
important issues.

[The prepared statement of Mr. Brossy follows:]

PREPARED STATEMENT OF FRED BROSSY, ORGANIC WHEAT, BEAN, POTATO, AND HAY
PRODUCER, SHOSHONE, ID

My name is Fred Brossy. My wife and I farm 300 irrigated acres along the Little
Wood River just west of Shoshone, which lies on the Snake River Plain in South
Central Idaho. We began managing our farm in 1983 for an absentee owner, and
in 2005, thanks in part to the Federal Farm and Ranchland Protection Program
(FRPP), through which we placed a conservation easement on the farm; we were
able to purchase the operation. The farm has been certified organic for fifteen years,
and produces alfalfa and grass hay, wheat, barley, potatoes, dry beans, garden bean
seed, and other vegetable seed crops. I have served two terms on the Wood River
Soil and Water Conservation District Board in the past, and am presently Chairman
of the Water District 37M Board and a member of the Wood River Land Trust Advi-
sory Board.

I really appreciate the invitation to address the Committee today, and would like
to thank Chairman Peterson, Committee Members, and staff for the opportunity to
do so. To those of us in the Intermountain West, farm bill programs often appear
focused primarily on the midwestern region of the country, and we are pleased that
you are here today in Idaho to listen to our concerns. I am particularly honored to
be, as far as I know, the first organic farmer from Idaho to be invited to address
the Committee. Thank you, Congressman Minnick for this opportunity.

The 2008 Farm Bill was notable in its recognition of organic agriculture as a via-
ble contributor to food production in this country. We appreciate that Congress
chose to provide financial assistance to organic farmers and those transitioning to-
wards organic, as well as funding increased enforcement of USDA Organic Stand-
ards through the National Organic Program (NOP). This financial assistance pro-
vided a start toward leveling the playing field for those of us who choose to farm
organically, but there is more to do. Organic agriculture in this country today is not
a reversion to past ways of farming, but a melding of modern scientific knowledge
of ecological systems and contemporary agronomy, and as such is continuing to
evolve as new information comes to light. This approach includes growing, as much
as possible, needed fertility on-farm, and maintaining and enhancing natural habi-
tat for pollinator species as well as beneficial insects to help keep crop pests in
check. Because agroecological farming systems, unlike those in conventional agri-
culture, do not rely on a multitude of external inputs, there is not a great deal of
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incentive for privately funded research for organic agriculture. The 2008 Farm Bill
provided USDA funds for this, but due to the inherent long-term nature of this
work, continued and increased levels of funding are needed. Ultimately, out-comes
of research on agroecological farming systems will move all of agriculture towards
greater sustainability. The organic farming community is grateful for the support
Congress initiated in 2008, and looks forward to further the process with you in
drafting the 2012 Farm Bill.

2012 Farm Bill

Having participated in both the Organic EQIP Program and the Conservation Se-
curity Program (CSP) this past year, I have some suggestions that I believe would
improve them. To begin with, EQIP is designed to focus on resource concerns, i.e.,
treating symptoms of apparent problems with soil, water, air, plants, and animals.
However, like many similar programs which have preceded it, EQIP ends up being
a piecemeal approach rather than holistically addressing agroecosystems. In the
years I served on the local Soil and Water Conservation District Board, I came to
the conclusion that many NRCS Conservation Practices were mechanical attempts
to solve biological problems, i.e., soil erosion is caused more often by lack of bio-
logically active organic matter and living vegetation than tillage. The Organic EQIP
Program would better serve organic farmers if it were redesigned to enhance whole
systems instead of focus on specific “problems” (this will require not only more sci-
entific research, but a change in culture and attitude within NRCS). It would also
help if it were geared toward smaller farmers who may measure their production
in square feet rather than acres. This particular situation may be exacerbated by
the variation between states (differences between what they cost-share on and how
much they pay per practice). Here in Idaho, we are working with the State NRCS
Office to make Organic EQIP more available to smaller acreage farmers, but in the
2012 Farm Bill, we would like to see Congress emphasize the value and importance
of small-acreage farmers by insuring that they receive financial assistance propor-
tionate to that provided to larger producers.

When the CSP was revised in the 2008 Farm Bill, it was advertised as rewarding
stewardship, as well as recognizing the conservation benefits of organic systems. In
actual practice, that recognition only opened the door to the program, and in order
to receive payment, new conservation practices had to be applied. In some ways this
makes sense, but for example, on our farm we already have a Resource Conserving
Crop Rotation in place that works well, and so are not eligible for payment for that
practice without making modifications that do not really make sense, where another
farm would qualify merely by adding another crop to an existing two-crop rotation.
While this rewards increasing diversity on the landscape which is good, it also over-
looks the conservation benefits of existing systems which was the purported intent
of the new CSP. Despite its shortcomings, CSP is a good program and should be
continued with some fine tuning in the 2012 Farm Bill. It could and should be made
more user-friendly for organic farmers if Congress is serious about rewarding good
conservation stewardship. I am aware that funding this type of program is a con-
cern given the current deficit situation, and one possible approach would be to make
eligibility for commodity program payments (DCP) tied to CSP qualifiers, similar to
the Highly Erodible Lands (HEL) and Wetlands limitations in the 1985 Farm Bill.
This would really link food production to conservation stewardship, an ap-
propriate national policy and worthy purpose for a farm bill.

Smaller organic farmers often do not have the same access to capital needed for
necessary infrastructure that larger growers do. In past farm bills, Congress has
funded Specialty Crop Grants which small-scale growers have been eligible to apply
for. As food safety concerns continue to grow, and more and more companies require
Good Agricultural Practices (GAP) from their growers, the need for on-farm facilities
increases regardless of farm size. USDA Grants and low-interest loans are an im-
portant source of financing to help smaller producers meet this requirement, and
should be more accessible and better funded.

As an organic seed grower, I see a real need for developing plant varieties specifi-
cally for organic production systems. One way to facilitate this is to provide funding
support to public plant breeding programs, which are fast disappearing in part be-
cause their releases are public and not patentable, so do not attract private dollars.
Organic growers do not need and cannot use varieties that contain GMOQO’s for herbi-
cide resistance or built-in pesticides. We do need cultivars that are bred with broad-
based genetic diversity for increased resilience in a variety of agroecosystems. This
will become even more important in the future as all farmers learn to adapt to using
less fossil fuel. As the seed industry continues to consolidate with fewer and ever-
larger players, public support for classical breeding programs is more important
than ever, and should be recognized by Congress with policy and financial help.
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Organic agriculture provides important benefits to our country besides healthy
nutritious food. If it receives a fair share of research and development resources and
conservation funding, organic farming will lead the way toward a much lighter im-
pact on the nation’s soil, waters and wildlife from agriculture. This is a worthwhile
goal for national agricultural policy, and we look forward to further cooperation with
Congress in this direction.

Thank you again for the opportunity to address these important issues.

The CHAIRMAN. Thank you very much for that testimony.

And, Mr. Brown, welcome to the Committee. Just to remind
Members and witnesses, apparently you have to get these micro-
phones pretty close to make sure that everybody can hear you.

STATEMENT OF SCOTT W. BROWN, WHEAT AND BARLEY
PRODUCER, SODA SPRINGS, ID

Mr. BROWN. Mr. Chairman, Ranking Member Lucas, and Mem-
bers of the Committee, welcome to the great State of Idaho.

On behalf of the association I represent, thank you for allowing
me the opportunity to come today and discuss and express my
views regarding the 2012 Farm Bill and the future of U.S. ag pol-
icy.

Idaho has a long and proud history of grain production. Idaho’s
wheat farmers harvest an average of 99 million bushels spread all
over six classes of wheat. Idaho ranks seventh in the top seven
states in wheat production.

Although our state is normally recognized for our famous pota-
toes, Idaho’s barley producers are a top supplier to the world’s
brewing industry. Seventy-five percent of our 48 million bushels of
barley is malted by brewers from Mexico to Canada and beyond.
Currently Idaho ranks second in production only to the State of
North Dakota in the United States.

As a fourth generation farmer, my father, my son, my son-in-law,
a(rllth, farm over 8,000 acres of wheat and barley in southeastern
Idaho.

Mr. Chairman, and Members of the Committee, as President of
the Idaho’s Grain Producers Association, I will speak briefly to spe-
cific policy and program areas identified as priorities by our grow-
ers.

One concern we have is the farm bill baseline. IGPA is well
aware and concerned with the real possibility of a severely con-
strained budget baseline within which to develop a new farm bill.

Like you, we believe that innovation, creativity, cooperation, and
commonsense will overcome this trying obstacle. As the picture be-
comes clear with the baseline challenge, we ask that this Com-
mittee and your staff work closely with those of us on the ground,
who will ultimately bear the brunt of the funding issue.

And as far as Federal farm programs go, the Direct and Counter-
Cyclical Payment program, and the marketing loan programs are
widely used by our producers.

And in particular, the direct payment program is very popular
with Idaho grain farmers. In many cases, the direct payment pro-
gram has meant the difference between producers abandoning their
farm, or giving producers another chance with their bankers to
stay in business.

Direct payments serve as a stimulus program for Idaho’s many
rural families and communities. The direct payment translates into
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farmers purchasing equipment, seed, chemicals, parts, and fuel
from local suppliers and dealers. Ultimately, this means jobs for
our rural communities.

The IGPA is aware that the Direct Payment has a big red target
painted on it by the global community, and by others who are con-
cerned with trade distortion, and waste, fraud, and abuse of the
Federal taxpayer dollar.

As the Committee moves forward with crafting new farm bill leg-
islation, IGPA asks that careful consideration be given to the im-
pact the direct payment has on farmers, their families, and their
communities. Your decisions could have a profound ripple effect on
the rural fabric of our country.

The ACRE and SURE programs, although relatively new, are
catching on in our state, and show some real promise. While the
majority of the Idaho grain farmers opted for the traditional sup-
port program over the ACRE program in 2008, we have heard very
favorable reports from farmers who did sign up for ACRE.

We look forward to working with the Committee on more rev-
enue options and improvements to the disaster program like
SURE. We currently have a situation in north central Idaho where
significant SURE dollars might be—they’re within reach, but they
might be not obtainable due to an administrative oversight. Prob-
lems like this need to be worked out.

IGPA also supports the continuation of an improvement to Fed-
eral crop insurance programs. As a dryland farmer growing wheat
and barley at an elevation of over 6,000 feet, I can attest to how
critical and effective the crop insurance program is.

In 2009, 78 percent of all of our wheat acres were insured at an
estimated value of $400 million; 63 percent of our barley acres
were insured in 2009.

We are excited about the new COMBO insurance product, and
the new insurance for specialty types of barley. Both of these will
help provide our producers with the diversity in their production
operations. And they will be able to remain viable.

Our growers would like to see crop insurance coverage be more
robust, specifically, crop insurance should be offered at higher lev-
els, and they should include indemnities for quality loss issues. We
ask that the Committee continue its diligence for these pro-
ceedings, and carefully consider the impact on the growers.

Conservation: IGPA recognizes the popularity and increased
focus on agriculture conservation practices and programs, since the
passage of the 2002 Farm Bill. IGPA supports the wide use of CRP
as the natural resource tool on environmentally sensitive lands.

Although the CSP has proven as a significant addition, it’s fairly
new for Idaho growers. We support the CSP program, and pro-
ducers seem excited to join that program.

Mr. Chairman, and Members of the Committee, there are many
more critical areas affecting Idaho’s wheat and barley producers.
Estate tax policy, rail transportation, immigration, renewable en-
ergy production, and the need to ratify pending free trade agree-
ments are among these critical issues.

We look forward to engaging our Idaho Delegation in the future
and this Committee on these issues. But today we’re grateful for
the opportunity to gather here to discuss how Congress, the Admin-
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istration, and stakeholders can craft a Federal farm policy that is
innovative, responsible, and sustains a vibrant farm sector to en-
sure that production agriculture can continue to provide a safe,
abundant, and affordable supply of food for U.S. consumers.

Thank you.

[The prepared statement of Mr. Brown follows:]

PREPARED STATEMENT OF SCOTT W. BROWN, WHEAT AND BARLEY PRODUCER, SODA
SPRINGS, ID

Mr. Chairman, Rep. Minnick and other Members of the Committee, welcome to
the great State of Idaho. On behalf of the association I represent, thank you for al-
lowing me the opportunity to appear before you today to discuss and express my
views regarding the 2012 Farm Bill and the future of U.S. farm policy.

The Idaho Grain Producers Association is proudly celebrating fifty-three years of
service advocating for Idaho’s wheat and barley producers. The IGPA currently rep-
resents over 700 farm families across the state, with formal grassroots leaders in
twenty-five of Idaho’s forty-four counties.

Idaho has a long and proud history of grain production which has now earned us
a second-place and top seven ranking in the production of our nation’s barley and
wheat crops respectively.

Idaho’s wheat producers harvest an average of nearly 99 million bushels spread
over all six different classes. Although our state is globally recognized for our fa-
mous potatoes, Idaho barley producers are a top supplier to the world’s brewing in-
dustry. Seventy-five percent of our 48 million bushels of barley is malted by brewers
from Mexico to Canada and beyond. Currently, Idaho barley production is second
only to North Dakota.

As a fourth generation producer, I, my father, my son, and other family members
farm over eight thousand acres of primarily wheat and barley in southeastern
Idaho. In my spare time I “moonlight” as a Certified Public Accountant which I be-
lieve gives me a unique perspective on crop production and the impact of Federal
farm policy on my farm operation.

Federal farm policy and its impact on rural American is the focus of the Commit-
tee’s field hearing today. Mr. Chairman and Members of the Committee, as Presi-
dent of the Idaho Grain Producers Association I will briefly speak to specific policy
and program areas identified as priorities by our grower-members.

Farm Support Programs

Farm Bill Baseline

The IGPA is well aware and concerned with the real possibility of a severely con-
strained budget baseline for future Federal farm programs. The case could be made
that agriculture is a victim of its own success. Our country’s farm bill policy coupled
with our efficient and innovative farmers has minimized safety net expenditures
thus chipped away at the baseline for these programs.

However, now more than ever, agriculture producers face unprecedented chal-
lenges both in the volatile global marketplace and in the regulatory arena. If it is
not a priority that the U.S. sustain a domestic agriculture industry that provides
a safe, abundant, and cheap supply of food, then so be it.

I submit that American’s do enjoy cheap and domestically produced food—but the
majority of our consumers are disconnected and uneducated about how food gets to
the store shelf. We in agriculture are partly to blame for this situation. If agri-
culture told their story more effectively, we might have more support for Federal
farm programs which ensure over 300 million American citizens never miss a meal.

Federal Farm Programs

Thanks to the excellent management, service and expertise of our local Farm
Service Agency, and others, Idaho’s grain producers participate widely in Federal
farm support programs.

The Direct and Counter-Cyclical Payment (DCP) program and marketing loan
programs are widely utilized by our producers. Newer farm programs like ACRE
and SURE are catching on and showing some real promise in our state. However,
the majority of producers have taken a cautious approach to these new programs.
The IGPA supported both programs as options in the 2008 Farm Bill, and we have
heard positive comments from producers who did sign up.

During the 2008 Farm Bill debate, farm support programs faced unprecedented
pressure to be reformed, reduced, or completed eliminated. The IGPA and its na-
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tional affiliates were primarily focused on, and thanks to the Committee’s fantastic
efforts, successful in maintaining the Direct Payment.

The DP has been and is very popular with Idaho’s grain farmers. In many cases,
the DP has meant the difference between producers abandoning the farm or giving
producers another chance with their banks to stay in business.

Aside from its crucial benefit to grain producers, the DP has served as a “stimulus
program” for Idaho’s many rural families and communities. DP’s translate into
farmers purchasing equipment, seed, chemicals, parts, and fuel from local dealers
and suppliers. Ultimately, that means jobs which rural areas desperately need to
exist.

I farm in Caribou County in southeastern Idaho. There are roughly seven, 300
citizens in our county and the vast majority are directly or indirectly involved in
agriculture. Our county FSA director told me that our county receives $3 million
annually in Direct Payments. There is no doubt in my mind that farm programs
are integral to keeping the communities in our county from making Idaho’s list of
ghost towns.

The IGPA is aware that the Direct Payment has a big red target painted on it
by the global community and others concerned with trade distortion and waste,
fraud, and abuse of Federal taxpayer dollars.

As the Committee moves ahead with crafting new farm bill legislation, the IGPA
asks that careful consideration be given to the Direct Payment program. It is a sim-
ple, minimally trade-distorting mechanism that has a profound ripple effect on the
rural fabric of our country.

We are also aware of the Chairman’s efforts to look at revenue programs, like
ACRE and SURE and others, as an innovative and effective approach to farm sup-
port. While the majority of Idaho grain farmers opted for the traditional support
program over ACRE, we have heard very favorable reports from farmers who signed
up for ACRE.

Program Administration

The IGPA plans to monitor and receive input from producers on these new pro-
grams. One common theme our Association continues to sense from rank-and-file
Idaho farmers is strong frustration with the process and requirements of participa-
tion in Federal farm programs.

Farmers tell us they are overwhelmed with the paperwork they must sign. They
are frustrated with the ever-changing rules and regulations associated with the pro-
grams they do participate in. In addition, many are simply confused by what they
perceive as duplicity in several program areas.

We know of several producers who have followed through, and won, appeals
through the National Appeals Division (NAD) as a result of the issues I outlined.
While these farm programs are meant to assist producers, the process provides a
strong disincentive to participate. I would urge this Committee to explore these
issues to its fullest extent.

Crop Insurance

The Idaho Grain Producers Association supports the continuation and improve-
ments of Federal risk management programs including crop insurance. We feel for-
tunate for the fantastic relationship we enjoy with our regional Risk Management
Agency office based in Spokane, Washington. The technical and consultative support
we receive from these folks is something we greatly appreciate.

Idaho, with its varied climatic and production-specific regions, maintains robust
participation in grain crop insurance programs. As a dryland grain producer farm-
ing 8,500 acres of grain at an elevation of 6,000 feet above sea level, I can attest
to how crucial an effective crop insurance program is.

In 2009, nearly a million acres (or 78 percent) of all wheat-planted acres were in-
sured at a 74 percent coverage level. Wheat insured in 2009 carried an estimated
value over $400 million: 63 percent, or over 335,000 acres, planted to barley were
insured in 2009.

Idaho wheat and barley production is found on dryland and irrigated acres. The
consistency and quality of irrigated Idaho barley is a big reason why the world’s big-
gest brewers have a strong presence in our state. Although irrigation helps alleviate
some plant stress, crop insurance is still vital to production.

The IGPA and the Idaho Barley Commission have lead a national effort to bolster
malt barley crop insurance to more accurately reflect the higher value and unique
quality of the crop. Thanks to the work of many, the RMA recently unveiled a new
insurance product for specialty types of barley. We hope this will diversify and in-
crease Idaho’s barley production.
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Another significant improvement to the Federal crop insurance program is the
work being done, called the COMBO project, which combines several existing crop
insurance programs and streamlines the information and paperwork related to the
program. The IGPA is excited for the roll-out in this program in Crop Year 2011.

In recent years, Idaho wheat farmers were subject to weather events that caused
severe quality problems across the state. Upon further investigation, we found that
crop insurance indemnities for wheat quality problems were extremely inadequate.
After raising this issue to RMA, FSA, and in collaboration with the National Asso-
ciation of Wheat Growers, we are close to providing producers with coverage for
quality losses.

Looking to the future of crop insurance, we can build on these successes. But our
first step must not be backwards. The ongoing Standard Renegotiation Agreement
(SRA) negotiations are a cause for concern for our growers.

We understand and agree with the Administration’s desire to find budget savings
whenever and wherever possible. However, the USDA’s draft SRA proposal seeking
$8 billion in cuts over 10 years to Federal crop insurance programs has the IGPA
very concerned.

A reduction of this magnitude could significantly reduce the accessibility, competi-
tiveness, and quality of crop insurance and thus negatively impact grain producers.
Needless to say, the impact to the farm bill baseline by such a reduction would be
another major hurdle in crafting effective and innovative farm policy legislation.

The IGPA understands that negotiations between insurance providers and the
RMA are ongoing. We certainly support a mutually agreeable and expedient out-
come. We ask that the Committee continue its vigilance of these proceedings and
carefully consider the impact on producers.

Conservation

Idaho’s unique topography has allowed grain farmers to lead in direct seeding
technology, implementing practices that reduce soil and wind erosion, and methods
to maintain water quality.

The IGPA recognizes the popularity and increased focus on agriculture conserva-
tion practices and programs since the passage of the 2002 Farm Bill. Three pro-
grams, the Conservation Reserve Program (CRP), Conservation Stewardship Pro-
gram (CSP), and the Environmental Quality Incentives Program (EQIP) are the
most prominent in the grain farming areas of Idaho.

Conservation Reserve Program

The IGPA supports the wise use of the CRP as natural resource tools on environ-
mentally sensitive land. Our growers support the ability to employ Best Manage-
ment Practices on CRP lands to control pests, weeds, and soil quality.

While we recognize the concerns of the environmental community regarding emer-
gency use of CRP lands for haying and grazing, we support a more reasonable policy
to allow early haying and grazing of CRP land in a responsible manner.

A high volume of CRP acres in Idaho will be due for re-enrollment, termination,
or extension by September 2010. The decisions made and the ultimate outcome
could significantly change the environment and culture of certain areas in Idaho.
The IGPA would request that the Committee work closely with the USDA-FSA and
NRCS and local leaders as this deadline approaches.

Conservation Stewardship Program

The CSP has proven a significant addition to the management practices of Idaho’s
grain farmers. For example, in Idaho’s northern region grain production occurs on
rolling hills in volatile weather conditions. Farm land in this region is particularly
susceptible to the threat of soil and water erosion.

With the support from the CSP, producers have adopted or continued manage-
ment practices and technologies that mitigate or eliminate erosion threats. The evo-
lution since 2002 of the CSP is welcomed by the IGPA.

The change from a watershed-by-watershed approach to a competitive application
process for the CSP has made the program more accessible to all growers and thus
more equitable. In addition, the IGPA supports the CSP as a voluntary, consistent,
and fully funded stand alone program.

The IGPA continues to hear concerns and complaints from grain producers re-
garding administration of the CSP by the NRCS. Growers have experienced delays
in timely contract delivery and payment which has caused disruption in farm budg-
eting.

The IGPA recognizes the NRCS’s traditional role as a technical provider of con-
servation practices. We respectfully request that any new Federal farm policy con-
sider shifting the administrative functions of the CSP to the USDA FSA, which has
expertise in this area.



379

Environmental Quality Incentives Program

The EQIP program is very popular in Idaho, particularly on irrigated ground in
southern Idaho. Producers in this region have utilized this cost-share program to
install irrigation pivots and other technologies to conserve water.

Idaho is home to several endangered species and the program has also assisted
producers in establishing critical wildlife habitat while maintaining their farming
operation.

The IGPA supports the continuation of this program in future Federal farm legis-
lation. However, we are concerned about the recent activity of the Senate Agri-
culture Committee to shift $2 billion in EQIP funding away from the program to
boost child nutrition programs.

As we understand, there currently exists a backlog of requests for EQIP-related
projects. Reducing this valuable program by $2 billion seems incongruent with the
call for more conservation practices in production agriculture. We urge the Com-
mittee to find alternative areas in which to assist the nutritional programs adminis-
tered by the USDA.

Mr. Chairman and Members of the Committee, there are many more critical areas
affecting Idaho’s wheat and barley farmers. Estate tax policy, rail transportation,
renewable energy production, environmental regulation and the necessity of ratify-
ing pending Free Trade Agreements are among the many items.

The IGPA looks forward to engaging our Idaho Congressional Delegation and the
Committee on these issues at the next opportunity. Today, we are all here to discuss
how Congress, the Administration, and stakeholders can craft a Federal farm policy
that is innovative, efficient, and maintains a vibrant farm sector.

As one of the nation’s top producers of wheat and barley, the IGPA is honored
to represent 700 farm families before this Committee. We look forward to working
with you, your staff, and the rest of our Idaho Congressional Delegates to ensure
that production agriculture can continue to provide a safe, abundant, and affordable
supply of food for U.S. consumers.

I would be happy to respond to any questions that Members of the Committee
might have.

Thank you.

The CHAIRMAN. Thank you, Mr. Brown, for that testimony.
Mr. Gross, welcome to the Committee.

STATEMENT OF DOUG GROSS, POTATO PRODUCER, WILDER,
ID

Mr. Gross. Thank you, Mr. Chairman. Thank you for the oppor-
tunity to provide input on the key issues for the 2012 Farm Bill
from the perspective of a specialty crop producer and potato grow-
er. My name is Doug Gross. I grow fresh market and processing po-
tatoes, and small grains on a 1,300 acre family farm in Wilder,
Idaho. I've been actively involved in the potato industry for 35
years.

The 2008 Farm Bill included historic changes in Federal farm
policy as it relates to specialty crops. For the first time, our na-
tion’s farm policy included programs that acknowledged the need
of specialty crop growers. Such a change was long overdue, since
it is now commonly recognized that specialty crops represent nearly
50 percent of the total farm gate revenue of all ag products pro-
duced in the United States.

During the consideration of the 2008 Farm Bill, potato growers
were directly involved in developing the policy options that became
part of the legislation. As active members of the Specialty Crop Al-
liance, potato growers worked actively to support policies that
maintain market based decision making for specialty crops, and
provided Federal support for increasing the competitiveness of spe-
cialty crop producers.

Members of the SCFBA support Federal farm policy for specialty
crops that is not based on any direct income support for individual
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farmers, but that provides support for the industry’s efforts to man-
age pests of concern, conduct research relevant to growers, expand
export markets, and increase the consumption of fruits and vegeta-
bles. The Federal commitment to those goals has made a very posi-
tive difference during the tenure of the 2008 Farm Bill.

At this time, I would like to provide the Committee with a broad
overview of some of my thoughts on key items that are being
watched most closely by potato growers in the 2008 bill.

Number one is planting flexibility restrictions. It’s clear from the
price debacle that we’re facing today in Idaho, and in the nation
in potatoes, that small increases in supply can have devastating
impacts on grower returns.

It continues to be clear that it is disruptive to markets when
acres that receive direct or other Federal payments are allowed to
be planted in non-subsidized crops. The allowance made for indi-
vidual states to plant fruits and vegetables on program crop acres,
provided ample opportunity for growers to meet the demand for
processing fruits and vegetables.

I believe that the potato industry would strongly oppose any ad-
ditional relaxation of the current planting restrictions. It simply
sends the wrong market signals to the producer.

Specialty Crop Block Grants: The enhanced funding for the Spe-
cialty Crop Block Grants has been positively utilized by growers at
the state level. As a result of the local decision-making on these
grants, it offers state departments of agriculture the opportunity to
address the needs of local growers. While in some states, there are
undoubtedly ways to improve the operation of the granting process
to ensure that the funding goes to new, innovative grower re-
quested and developed programs. It appears that the block grant
program is meeting the goals intended by Congress.

The introduction of exotic pests and disease can have devastating
effects on grower’s ability to produce and sell a crop. The funding
provided to APHIS in the 2008 Farm Bill to take a more com-
prehensive approach to pest exclusion and management provides
the opportunity to develop a more effective approach to address,
quarantine, and eliminate pests.

The program encourages a more effective partnership between
APHIS and the state departments of agriculture on pests and dis-
ease issues. I think the time has come to look at developing some
type of an insurance program, similar to what exists in the live-
stock industry, to help when federally quarantined pests are dis-
covered on the farms.

Research continues to be the key to both crop production and
consumer preference related issues. The Specialty Crop Research
Initiative provides the opportunity for specialty crop researchers to
access significant multi-year funding for multi-disciplinary, multi-
institutional research projects.

The potato industry has worked to encourage the multi-state col-
laborations envisioned by this program. Competition for the grants
is intense. Grower input prior to proposal submission is a critical
component of identifying the relevant projects.

Potential exports of specialty crops are impacted by both
phytosanitary and structural barriers to trade. The current farm
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bill provides funding to address phytosanitary barriers through the
Technical Assistance for Specialty Crop program.

The TASC program has a successful track record in providing
funding for projects to remove phytosanitary barriers to trade. The
increased funding provided by the 2008 Farm Bill for TASC is im-
portant. Additional education is necessary to familiarize the indus-
try with the type of projects that can be completed with the help
of the TASC monies.

The potato industry has successfully used MAP funds to develop
new markets for fresh and processed potatoes. The 2008 Farm Bill
provided $200 million in funding for MAP. The potato industry con-
tinues to support this level of funding.

In short, the 2008 Farm Bill provides a solid foundation upon
which further progress can be made. We thank the Chairman and
Committee for past efforts, and look forward to developing the 2012
Farm Bill together.

[The prepared statement of Mr. Gross follows:]

PREPARED STATEMENT OF DOUG GROSS, POTATO PRODUCER, WILDER, ID

Thank you for the opportunity to provide input on the key issues for the 2012
Farm Bill from the perspective of a specialty crop producer and potato grower. My
name is Doug Gross and I grow fresh market and processing potatoes and small
grains on a 1,300 acre family farm near Wilder, Idaho. I have been actively involved
in the potato industry for more than 35 years.

The 2008 Farm Bill included historic changes in Federal farm policy as it relates
to specialty crops. For the first time our nation’s farm policy included programs that
acknowledged the needs of specialty crop growers. Such a change was long overdue
since it now commonly recognized that specialty crops represent nearly 50 percent
of the total farm gate value of all agricultural products produced in the United
States.

During the consideration of the 2008 Farm Bill potato growers were directly in-
volved in developing the policy options that became part of the legislation. As active
members of the Specialty Crop Farm Bill Alliance (SCFBA) potato growers worked
actively to support policies that maintained market based decision making for spe-
cialty crops and provided Federal support for increasing the competitiveness of spe-
cialty crop producers.

Members of the SCFBA support Federal farm policy for specialty crops that is not
based on any direct income support for individual farmers but that provides support
for the industry’s efforts to exclude and manage pests of concern, conduct research
relevant to growers, expand export markets and increase the consumption of fruits
and vegetables. The Federal commitment to those goals has made a very positive
difference during the tenure of the 2008 Farm Bill.

Currently the SCFBA is reviewing the existing programs relevant to specialty
crops in the 2008 Farm Bill to document those successes and to identify possible
avenues for improvement. The potato industry will be actively involved in this ef-
fort. We look forward to the opportunity to provide the results of that work to the
House Agriculture Committee to assist in their deliberations.

At this time I would like to provide the Committee with a broad overview of my
thoughts on a few of the key items that are being watched most closely by potato
growers in the 2008 Farm Bill:

Planting Flexibility Restrictions

It is clearly evident from the price debacle facing potato growers this year
that small increases in supply can have devastating impacts on grower returns.
It continues to be clear that it is disruptive to markets when acres that receive
direct or other Federal payments are allowed to plant non subsidized crops. The
allowances made for individual states to plant fruits and vegetables on program
crop acres provided ample opportunity for growers to meet the demand for proc-
essing fruits and vegetables. I believe that the potato industry would strongly
oppose any additional relaxation of the current planting restrictions.

Specialty Crop Block Grants
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The enhanced funding for the Specialty Crop Block Grants has been positively
utilized by growers at the state level. As a result of the local decision making
on these grants it offers state departments of agriculture the opportunity to
more directly address the needs of local grower groups. While in some states
there are undoubtedly ways to improve the operation of the granting process
to ensure that funding goes to new, innovative grower requested and developed
programs it appears that the block grant program is meeting the goals estab-
lished by Congress.

Pest and Disease Management

The introduction of an exotic pest or disease can have devastating effects on
a grower’s ability to produce and sell his crop. The funding provided to APHIS
in the 2008 Farm Bill to take a more comprehensive approach to pest exclusion
and management provides the opportunity to develop a more effective approach
to address quarantine and other pests. The program encourages a more effective
partnership between APHIS and the state departments of agriculture on pest
and disease issues. The time has come to look at developing an insurance pro-
gram for growers, similar to what exists in the livestock industry, to help when
federally quarantined pests are discovered on their farms.

Specialty Crop Research Initiative

Research continues to be the key to both crop production and consumer pref-
erence related issues. The Specialty Crop Research Initiative (SCRI) provides
the opportunity for specialty crop researchers to access significant multiyear
funding for multidisciplinary, multi-institutional research projects. The potato
industry has worked to encourage the multi-state collaborations envisioned by
the program. Competition for the grants is intense. Grower input prior to pro-
posal submission is a critical component of identifying relevant projects.

Over Coming Phytosanitary Barriers to Trade

Potential exports of specialty crops are impacted by both phytosanitary and
structural barriers to trade. The current farm bill provides funding to address
the phytosanitary barriers through the Technical Assistance for Specialty Crop
(TASC) program. The TASC program has a successful track record in providing
funding for projects to remove phytosanitary barriers to trade. The increased
funding provided by the 2008 Farm Bill for TASC is important. Additional edu-
cation is necessary to familiarize the industry with the type of projects that can
be completed with this funding.

Market Access Funding

The potato industry has successfully used Market Access Program (MAP)
Funds to develop new markets for fresh and processed potatoes. The 2008 Farm
Bill provides $200 million in funding for MAP. The potato industry continues
to support this level of funding for MAP. There are many more positive aspects
of the 2008 Farm Bill. In short, it provides a solid foundation upon which fur-
ther progress can be made. We thank the Chairman and Committee for their
pas1t efforts and look forward to working together in developing the 2012 Farm
Bill.

The CHAIRMAN. Thank you, Mr. Gross, for that testimony.
Mr. Henggeler, welcome to the Committee.

STATEMENT OF KELLY R. HENGGELER, APPLE, PLUM, AND
PEACH PRODUCER AND PACKER, FRUITLAND, ID

Mr. HENGGELER. Thank you. Good afternoon, Chairman Peter-
son, Ranking Member Lucas, my Congressman Minnick, Idaho
Congressman Simpson, and distinguished Members of the Com-
mittee. My name is Kelly Henggeler, and I am a fourth-generation
grower from Fruitland, Idaho.

Together with my family, I own and manage a fresh fruit com-
pany in which we store, package, and market apples, plums, peach-
es, and prunes. We also operate approximately 700 acres of or-
chards growing apples, plums, peaches, and cherries.
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Thank you, Chairman Peterson, for holding this hearing, and
coming to Idaho to hear about what the farm bill means to us. As
past Chairman of the U.S. Apple Association, and a current board
member of that organization, I keep in close contact with apple in-
dustry leaders from coast to coast. I know firsthand that the chal-
lenges and opportunities facing the Idaho industry are not unlike
those experienced by growers in the other 35 apple producing
states.

I want to thank you for your support of specialty crops in the
2008 Farm Bill. Specialty crops in Idaho represent 23 out of the top
26 commodities in terms of farm gate receipts. Nationally specialty
crops compose nearly 50 percent of the farm gate value of U.S. ag-
Ei(ﬂﬂture, and should remain a significant part of the next farm

ill.

Historically, apples and the produce industry have never relied
upon direct payment programs. Like a majority of these growers,
I don’t believe that would be in the best interest of my business for
our industry. Instead we strongly advocate for programs to help
grow demand and consumption of our products, and build long-
term competitiveness and sustainability for our industry.

Thank you for recognizing this need in the current farm bill. And
I strongly urge you to continue its important specialty crop pro-
grams.

I would like to highlight some specific provisions within the cur-
ren‘lc{ farm bill that are important to me as an apple grower and
packer.

The Specialty Crop Block Grant Program focuses on regional and
local priorities for specialty crop producers. These block grants fund
important projects, such as improved food safety, enhanced market
opportunities, and research aimed at specific local industry needs.

One example is the Idaho Preferred Program that was estab-
lished with the initial Specialty Crop Block Grant funds, and pro-
vides an opportunity for local producers to collaborate with retail
partners in providing Idaho products in Idaho stores.

Export programs are extremely important for the apple industry,
with about 25 percent of our crops sold overseas. The Market Ac-
cess Program, referred to as MAP, provides critical funding, more
than matched by industry contributions, to operate programs which
promote American apple consumption around the world.

The New Specialty Crop Research Initiative is enabling the apple
industry across the country to strategically focus on critical re-
search needs. One example of this is the development of new inte-
grated pests management practices that enhance workplace safety
and reduce environmental impact.

Now, more children are enjoying nutritious fruits and vegetables,
including apples in a snack program being expanded to all 50
states. Apples have been an extremely popular item in this pro-
gram, which promotes lifelong healthy eating habits. Funding
should be maintained and expanded from this program.

These specialty crop programs are important, because they im-
prove our short and long term competitiveness and strengthen
market opportunities. They can only play the role Congress in-
tended if our apples and other specialty crops are reliably picked
each fall.
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The American Apple Industry faces a chronic labor uncertainty
as our borders continue to tighten and internal immigration en-
forcement increases. The 2010 apple harvest is quickly approach-
ing, and though the crop appears outstanding in many areas of the
country, most growers are uncertain if they will have enough work-
ers to pick it.

Securing legal and reliable labor is a critical component to our
future. We lack sufficient legal labor to prune, pick, pack, and proc-
ess our crop. Without it, we could see the decline in the outsourcing
of the domestic apple industry. Despite our best recruitment ef-
forts, it is difficult, if not often impossible, to find local workers.

For these reasons, I strongly encourage you to enact the AgJOBS
bill to reform the antiquated H-2A guest worker program. Without
it, I feel there will be fewer and fewer American produced apples,
and increased imports. Failure to act means giving away our indus-
try and our markets to foreign competitors.

Thank you, Mr. Chairman.

[The prepared statement of Mr. Henggeler follows:]

PREPARED STATEMENT OF KELLY R. HENGGELER, APPLE, PLUM, AND PEACH
PRODUCER AND PACKER, FRUITLAND, ID

Good afternoon, Chairman Peterson, Ranking Member Lucas, my Congressman
Minnick and distinguished Members of the Committee. My name is Kelly
Henggeler, and I am a third-generation fruit packer and fourth generation grower
in Fruitland, Idaho.

Together with my family, I own and operate a fresh fruit packing operation in
which we store, package and market apples, plums, peaches and prunes. Henggeler
Packing Company, Inc. was started in 1943 and we employee over 75 people during
the packing season. We also operate approximately 700 acres of orchards and em-
ploy another 100 people during labor intensive times of the year including harvest.
Besides packaging and marketing our own fruit, we pack for over 20 growers located
in three adjacent counties.

Thank you, Chairman Peterson for holding this hearing and coming to Idaho to
hear about what the farm bill means to us. Rewriting the bill in 2012 provides a
real opportunity to assess the current needs of ALL of American agriculture, and
look ahead. As past Chairman of the U.S. Apple Association and a current board
member of that organization, I keep in close contact with apple industry leaders
from coast to coast. I know firsthand that the challenges and opportunities facing
the Idaho industry are not unlike those experienced by growers in Michigan, New
York, California, Washington, New England and Virginia, to name but a few exam-
ples.

First, I want to thank you for your support of specialty crops in the 2008 Farm
Bill. As members of the Specialty Crop Farm Bill Alliance, apple growers and pack-
ers worked hard in support of programs included in the bill which are enhancing
the competitiveness and efficiency of our industry and the opportunity for a fair re-
turn to the land. In Idaho, specialty crops represent 23 out of the top 26 commod-
ities in terms of farm gate receipts. Nationally, specialty crops compose nearly 50
percent of the farm gate value of U.S. agriculture and should remain a significant
part of the next farm bill.

It’s an exciting time to be in the apple business. Demand is growing, especially
in the export arena. At home, Americans are seeking fruits, such as apples, which
represent good value, good nutrition, and on-the-go convenience in this time of re-
cession. USDA’s Dietary Guidelines call on Americans to double their servings of
fruits and vegetables. Unfortunately, obesity is an even bigger problem today among
Americans than it was when the current farm bill was written. I believe apples are
part of the solution for a healthier nation.

A number of exciting new health research studies have found possible links be-
tween the consumption of apples and apple products with a lower risk of breast can-
cer, heart disease, asthma, Alzheimer’s disease and other serious health issues. New
great-tasting varieties and new products, like convenient, bagged fresh-sliced apples,
are leading the way to expanding consumer demand and apple consumption.
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At the same time, an unsure labor supply, high energy costs, world-wide competi-
tion, serious pressure from insect and plant diseases, and ever-increasing regula-
tions present unprecedented challenges for our industry.

Historically, apples and the produce industry have never relied upon direct pay-
ment programs to support grower income or market prices. Like a majority of these
growers, I don’t believe that would be in the best interest of my business or our in-
dustry. Instead, we strongly advocate programs to help grow demand and consump-
tion of our products, and build long-term competitiveness and sustainability for our
industry. Thank you for recognizing this need in the current farm bill and I strongly
urge you to continue its important specialty crop programs.

Currently specialty crop producers, including apple growers, are reviewing the
successes of the 2008 Farm Bill and developing recommendations for further im-
provements. The Specialty Crop Farm Bill Alliance will look forward to sharing
them with you, as will I, an Alliance member.

I would like to highlight some specific provisions within the current farm bill that
are important to me as an apple grower and packer.

Specialty Crop Block Grants

The Specialty Crop Block Grant Program focuses on regional and local prior-
ities for specialty crop producers. These are being used by growers at the state level
and are tailored to meet specific local needs. While there may be ways to continue
to streamline and improve the grant process, these block grants fund important
projects such as improved food safety, enhanced market opportunities and research
aimed at specific local industry needs. One example is the Idaho Preferred Program
that was established with the initial specialty crop block grant funds and provides
an opportunity for local producers to collaborate with retail partners in providing
Idaho products in Idaho stores. Also, through Idaho Preferred, producers provide
school districts in Idaho with local product that has been incorporated into fund
raising opportunities. This program has been a huge success with significant in-
creases in the purchase of Idaho products and increased revenue for schools.

Export Programs

Exports are extremely important for the apple industry, with about 25 percent of
our crop sold overseas. Important, exports offer excellent potential for further
growth. Apple growers use two programs—the Market Access Program and the
Technical Assistance for Specialty Crops Program—to help grow exports. MAP
provides critical funding, more than matched by industry contributions, to operate
programs which promote American apple consumption around the world. MAP fund-
ing should be maintained and where possible, expanded. TASC funding is also help-
ing our industry reduce foreign phytosanitary barriers to apple exports. For exam-
ple, TASC funding is being used to overcome technical barriers to trade in order to
increase exports to Mexico and Taiwan.

Specialty Crop Research Initiative

The new Specialty Crop Research Initiative (SCRI) is enabling the apple in-
dustry across the country to strategically focus on critical research needs. Positive
results so far will enable apples and other specialty growers to produce and process
their crops more efficiently and sustainably. Specific projects include:

e Developing new Integrated Pest Management practices to enhance workplace
safety and reduce environmental impact.

e Applying modern genomics and genetic technologies to create apple cultivars
with consumer-preferred traits.

e Adapting engineering and automation technologies to improve the safety, effi-
ciency, and sustainability of apple and peach orchards.

The SCRI’s focus on multidisciplinary, multi-institutional research collaboration
has led to close work by the tree fruit industry with USDA, and notable academic
institutions across the country.

The National Clean Plant Network (NCPN) is another important program in
the current farm bill. Tree fruit and grape producers, and nurseries, rely on the
NCPN as the single nationally-certified source of plant material free of devastating
virus diseases. The nursery industry is vital to apple growers since it supplies es-
sential rootstocks upon which different varieties are grafted to produce the wide
range of colors, tastes and textures enjoyed by apple consumers.

The SCRI and the NCPN are critical tools to help our industry strengthen its
foundation and assure we improve our genetic and technological edge, which is es-
sential to maintaining a competitive position in the global marketplace.
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Apples in Schools & USDA Purchases

Now more children are enjoying nutritious fresh fruits and vegetables, including
apples, in a “snack” program being expanded to all 50 states. Apples have been an
extremely popular item in this program which promotes life-long healthy eating
habits. Also, at the urging of apple growers, USDA has purchased over $18 million
worth of apples, apple sauce and apple juice this year as part of the increased min-
imum specialty crop purchases by USDA established under the current farm bill.
Given our sizeable crop last year, these buys provided healthy apples to consumers
and helped our growers. Funding should be maintained for these programs.

Pest and Disease Prevention

A foreign pest or disease can easily devastate our orchards. The farm bill created
and funded a new USDA program to combat invasive insects and plant diseases.
This program provides for a more thorough and coordinated approach to manage-
ment of quarantine pests and disease. It is a joint effort between USDA and state
departments of agriculture. This increased effort to combat a serious problem should
be a priority to continue and fund in the next farm bill.

A Strong Farm Bill—But Who Will Pick The Crop?

These specialty crop programs are important because they improve our short and
long term competitiveness and strengthen market opportunities. They can only play
the role Congress intended if our apples and other specialty crops are reliably
picked each fall.

The American apple industry faces a chronic labor uncertainty as our borders con-
tinue to tighten and internal immigration enforcement increases. The 2010 apple
harvest is quickly approaching and though the crop appears outstanding in many
areaskof the country, most growers are uncertain if they will have enough workers
to pick it.

Securing legal and reliable labor is critical to our future. We lack sufficient legal
labor to prune, pick, pack and process our crop. Without it, we could see the decline
and outsourcing of the domestic apple industry. Despite our best recruitment efforts,
it is difficult (if not often impossible) to find local workers.

I strongly urge Congress to fix this problem. I can’t, but you can. I want the op-
portunity to pass along my farm and packing house to the next generation. They
are the future. But without solving the labor crisis facing labor-intensive agri-
culture, I am deeply concerned about future of my family operation.

For these reasons, I strongly encourage you to enact the AgJOBS bill to
reform the antiquated H-2A guest worker program. Without it, I fear there
will be fewer and fewer American-produced apples and increased imports.
Failure to act means giving away our industry and our markets to foreign
competitors.

Thank you for the opportunity to testify today. I would be pleased to answer any
questions you may have.

The CHAIRMAN. Thank you, Mr. Henggeler. We appreciate your
testimony.
Mr. Lee, welcome to the Committee.

STATEMENT OF GALEN LEE, SUGARBEET, MINT, ASPARAGUS,
HAY, GRAIN, CORN, AND CATTLE PRODUCER, NEW
PLYMOUTH, ID

Mr. LEE. Thank you, Mr. Chairman, Members of the Committee,
for bringing this important hearing to Idaho. My name is Galen
Lee, and I appreciate this opportunity to speak on behalf of more
than 1,100 sugarbeet growers in Idaho, Oregon, and Washington
regarding the 2012 Farm Bill.

And I especially want to express my gratitude to Congressman
Minnick, who stands with a strong voice for Idaho agriculture on
your Committee. We are proud that he, and Congressman Simpson,
who is co-chair of the House Sugar Caucus, will work to maintain
a strong sugar policy in the next farm bill. T also want to welcome
Congressman Schrader, in whose district all the U.S. sugarbeet
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seed is grown. We look forward to working with all of you in the
months ahead.

I farm in New Plymouth, Idaho, which is about 35 miles north-
west of here. My family and I grow sugarbeets, asparagus, pepper-
mint, alfalfa, and corn. We are also dairy farmers and have a beef
herd. My family has been farming for more than 100 years, and
growing beets since 1970 for Amalgamated Sugar Company. I am
President of the Nyssa-Nampa Beet Growers Association, and a
member of the Board of Directors of the Snake River Sugar Com-
pany.

Sugarbeets have been grown in Idaho for 107 years. They are an
important cash crop in irrigated areas along the Snake River. In
1996, the 1,134 beet growers of Amalgamated purchased the com-
pany, and formed the Snake River Sugar Company, a grower-
owned cooperative of growers in Idaho, Oregon, and Washington.
Three factories, one in Mini-Cassia, one in Twin Falls, and one
here in Nampa, typically produce more than 13 percent of U.S. beet
sugar production.

Our grower-owned cooperative headquartered in Boise is a key
supplier of sugar in the northwestern United States and other criti-
cally important markets.

In Idaho, sugarbeets are a $1 billion industry that supports
about 7,000 direct and indirect jobs. The loss of this industry would
shift 180,000 acres of sugarbeets into other crops and depress
prices, especially for potatoes and onions.

Ultimately, our future depends on good farm and trade policy.

The United States is the world’s fifth-largest sugar producer. We
are also the world’s fifth-largest sugar consumer, and the world’s
second-largest net importer. We are good at what we do.

Our sugar farmers are among the lowest cost producers in the
world. We are doubly proud of this distinction, because we have
achieved it while being fair to our workers and responsible stew-
ards of the land.

The U.S. has one of the most open sugar markets, and provides
guaranteed access to 41 countries, as it is required to do under
trade laws.

Trade agreements, such as with the WTO and NAFTA force the
U.S. to provide duty-free access for 1.4 million short tons of sugar
each year, whether the country needs the sugar or not.

In addition, under the NAFTA, Mexico now enjoys unlimited ac-
cess to the U.S. sugar market. The Doha Round of the WTO could
result in additional market access concessions, and the recently
launched Trans-Pacific Partnership, or TPP, trade negotiations
could result in even more concessions.

These important concessions could reduce U.S. sugar producers’
access to our own market even further, and reduce prices, and
make it impossible for many of us to survive.

Congress, in its wisdom, designed a sugar policy in the 2008
Farm Bill that is working to the considerable benefit of consumers
at zero cost to taxpayers; thus giving sugar farmers a chance to
survive, plus it fully complies with the rules of the WTO.

Under this market balancing approach, the USDA has retained
its authority to limit domestic sales of the sugar. Producers who ex-
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ceed their allotments must store the excess at their own expense,
not the government’s expense.

If imports exceed the difference between domestic market allot-
ments and consumption, USDA will divert surplus sugar into fuel
ethanol production and restore balance to the sugar market for
food. This production has not been needed as yet, and government
forecasters expect it will not be over the course of the farm bill.

The current farm bill’s benefits to American sugar consumers
and American taxpayers are clear. American food manufacturers
and consumers can count on reliable supplies of sugar is being pro-
duced responsibly, is reasonably priced, high in quality, and safe to
consume.

U.S. wholesale and retail prices are below the average of the rest
of the developed world. In real terms, corrected for inflation, U.S.
wholesale and retail prices have declined substantially over the
past 3 decades.

Sugar producers receive no government payments. Sugar is the
only major commodity program that operates at no cost to tax-
payers, and government projections through 2020, say it will re-
main at no cost over all these years.

American sugar farmers are grateful to the Congress for crafting
a sugar policy that is balancing supply and demand, ensures con-
sumers a dependable, high-quality supplies, and is improving mar-
ket prospects for sugar producers. The policy achieves all these
goals at zero cost to American taxpayers.

With some prospect of continued market stability, producers
should be able to reinvest in their operations, further reduce their
costs of production, and survive. We strongly urge the continuation
of the successful, no-cost policy in the next farm bill.

Thank you, Mr. Chairman, for holding this important hearing,
and for all that you and the Committee do for American agri-
culture. We look forward to working with you in the future.

[The prepared statement of Mr. Lee follows:]

PREPARED STATEMENT OF GALEN LEE, SUGARBEET, MINT, ASPARAGUS, HAY, GRAIN,
CORN, AND CATTLE PRODUCER, NEW PLYMOUTH, ID

Thank you, Mr. Chairman and Members of the Committee, for bringing this im-
portant field hearing to Idaho. My name is Galen Lee, and I appreciate this oppor-
tunity to speak on behalf of more than 1,100 sugarbeet growers in Idaho, Oregon
and Washington regarding the 2012 Farm Bill.

I especially want to express my gratitude to Congressman Minnick, who stands
as a strong voice for Idaho agriculture on your Committee. We are proud that he,
and Congressman Simpson—who is co-chair of the House Sugar Caucus—will work
to maintain a strong sugar policy in the next farm bill. I also want to welcome Con-
gressman Schrader, in whose district all the U.S. sugarbeet seed is grown. We look
forward to working with you in the months ahead.

I farm in New Plymouth, Idaho, which is about thirty-five miles northwest of
here. My family and I grow sugarbeets, asparagus, peppermint, alfalfa and corn; we
are also dairy farmers and have a beef herd. My family has been farming for more
than 100 years and growing beets since 1970 for the Amalgamated Sugar Company.
I am President of the Nyssa-Nampa Beet Growers Association and a member of the
Board of Directors of the Snake River Sugar Company.

Sugarbeets have been grown in Idaho for 107 years. They are an important cash
crop in irrigated areas along the Snake River. In 1996, the 1,134 beet growers of
the Snake River Sugar Company—a grower-owned cooperative of growers in Idaho,
Oregon and Washington—purchased the Amalgamated Sugar Company, now located
in Boise. Three factories—in Mini-Cassia, Nampa and Twin Falls—typically produce
more than 13% of U.S. beet sugar production. Our grower-owned cooperative is the
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key supplier of sugar to the northwestern United States and other critically-impor-
tant markets.

In Idaho, sugarbeets are a $1 billion industry that supports about 7,000 direct
and indirect jobs. The loss of this industry would shift 180,000 acres of sugarbeets
into other crops and depress prices, especially for potatoes and onions.

Ultimately, our future depends on good farm and trade policy.

Food Security

Sugar is an essential ingredient in our nation’s food supply. As an all-natural
sweetener, bulking agent and preservative, it plays an important role in about 70%
of processed food products and is called for in a multitude of favorite home recipes.
Dependence on unreliable and unstable foreign suppliers is a threat to our food se-
curity, which is why a strong, diversified and reliable domestic industry has long
been recognized as important to the nation.

U.S. sugar producers are globally competitive, but for decades we have been
threatened by unfair competition. Roughly 120 countries produce sugar and all their
governments intervene in their sugar markets in some way. Many countries sub-
sidize their producers and dump their surpluses on the world market for whatever
price it will bring. This depressed, so-called “world price” has averaged below actual
global costs of producing sugar for many years. American producers are competitive,
but cannot be expected to compete against these foreign treasuries and unfair pred-
atory trade practices.

Importance, Size, Efficiency

In addition to the critical role it plays in local economies, sugar is a significant
job producer and revenue-generator nationally. The U.S. sugar producing industry,
with sugarbeets and sugarcane grown or processed in 18 states, generates over
146,000 jobs and more than $10 billion per year in economic activity. These jobs
range from the cane fields of Hawaii and the beet fields of Idaho to the cane sugar
refineries in New Orleans, New York City, and other cities.

The United States is the world’s fifth-largest sugar producer. We are also the
fifth-largest sugar consumer and the world’s second-largest net importer. And, we
are good at what we do. Our sugar farmers are among the lowest cost producers
in the world. We are doubly proud of this distinction because we have achieved it
while being fair to our workers and responsible stewards of the land. Farmers in
the developing world, who dominate the world sugar market, generally operate with
little or no enforced requirements for worker safety and benefits, or for air, water,
a}rlld soill &)rotection. Our standards, and compliance costs, are among the highest in
the world.

Restructuring

Despite our efficiency, we are an industry that has been under enormous stress.
From 1985 until 2009, we did not receive any increase in our price support level.
Over this long period of essentially flat nominal prices, the real price we received
for our sugar dropped sharply because of inflation. (Figures 1-2)

Only the producers who could match the declining real price with efficiency gains
and lower production costs were able to survive. More than half could not. From
1985 to 2009, 54 of America’s 102 cane mills, beet factories, and cane sugar refin-
eries shut down, with terrible consequences for the local families and communities.
Just since 1996, 35 mills, factories, and refineries have closed. (Figures 3—4)

Trade Challenges

The U.S. is one of the most open sugar markets and one of the world’s largest
sugar importers. The U.S. provides access to its market to 41 countries, as it is re-
quired to do under trade laws. Virtually all are developing countries, and most are
highly supportive of U.S. sugar policy because it provides an import price at which
many can recover their costs of production.

In addition to coping with the problems of rising costs, pests, disease, and natural
disasters, American sugar farmers have had to deal with another threat: trade
agreements that have ceded more and more of the American sugar market to foreign
producers—even if the foreign producers are subsidized and inefficient. And more
such concessions are being contemplated.

Trade agreements force the U.S. to provide duty-free access for 1.4 million short
tons of sugar each year, whether the country needs the sugar or not. This amounts
to about 15% of domestic sugar consumption.

In addition, under the NAFTA, Mexico now enjoys unlimited access to the U.S.
sugar market. It is difficult to predict how much sugar Mexico might send north
each year. Key variables include Mexican sugar production, government decisions
(V4 of the sugar mills are owned and operated by the Mexican government), and the
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pace at which corn sweetener, mostly from the U.S., replaces sugar in the massive
Mexican beverage industry. Mexican sugar exports to the U.S. have varied widely
in the past, and could in the future—over 1.4 million short tons last year, but only
about 0.5 million forecast for this year. (Figure 5)

Furthermore, the U.S. is negotiating a Doha Round of the WTO that would result
in additional market access concessions. The TPP (Trans-Pacific Partnership) trade
negotiations, recently launched by the Obama Administration, could also eventually
result in substantial market commitments for sugar to the many countries lining
the Pacific Rim. Such trade concessions threaten to reduce U.S. sugar producers’ ac-
cess to our own market even further, and reduce prices as well, making it impos-
sible for those of us who are struggling to survive. (Figure 6)

Previous Farm Bill

In the 2002 Farm Bill, USDA had only two tools to balance U.S. sugar supplies
with consumer demand.

1. It could limit foreign supplies to minimum import levels required by the
World Trade Organization (WTO) and other trade agreements.

2. It could limit domestic sugar sales through marketing allotments. Each year,
USDA would forecast domestic sugar consumption, subtract required imports,
and allow U.S. producers to supply the balance.

e If U.S. production was insufficient to fill demand, USDA could increase im-
ports by expanding the tariff-rate quota (TRQ).

e If U.S. production exceeded the allotment quantity, American producers had
to store the excess at their own expense, not the government’s.

This market-balancing system worked reasonably well until 2008, although
misjudgments in setting the TRQ in 2006 seriously depressed the U.S. sugar mar-
ket. That’s when Mexico gained unlimited access to our market under the NAFTA,
and USDA effectively lost control of the market.

The 2008 Farm Bill

Congress, in its wisdom, designed a sugar policy that is working to the consider-
able benefit of consumers and at zero cost to taxpayers, and is giving the remaining
American sugar farmers a chance to survive. And, it fully complies with the rules
of the WTO.

While retaining the basic-market-balancing tools described above, Congress made
a number of important improvements in 2008. The farm bill minimizes the erosion
of American sugar farmers’ share of their own market by limiting reductions in
their marketing allotments to not less than 85% of consumption. It’s worth noting
that in many years, imports amount to much more than 15% of the U.S. market.

If imports exceed the difference between domestic market allotments and con-
sumption, USDA will divert surplus sugar into fuel ethanol production and restore
balance to the sugar market for food. The added ethanol production would be con-
sistent with national goals to reduce American dependence on foreign oil and im-
prove air quality.

In addition to the use of ethanol as a market balancing mechanism, two other
farm bill measures are helping to stabilize the market and improve producer pros-
pects:

1. The first increase in the sugar support price since 1985. The raw cane sugar
loan rate rose by Ya¢ per pound this year, and will rise the same amount in
Fiscal Years 2011 and 2012. Refined beet sugar rates will rise by a commensu-
rate amount. In Fiscal Year 2012, the raw cane loan rate will be 18.75¢ per
pound and the refined beet sugar rate will be 24.09¢.

2. USDA may not announce a TRQ above the minimum required by trade agree-
ments until halfway through the crop year (April 1), unless there is a supply
emergency. By April, much more is known about actual U.S. sugar production
and consumption and the volume of imports from Mexico. This will prevent a
recurrence of situations such as that in the summer of 2006, when USDA an-
nounced an excessive TRQ for the coming year, the market was badly over-
supplied, and producer prices languished for almost 2 years.

Consumer Benefits

American food manufacturers and consumers continue to benefit from reliable
supplies of sugar that has been produced responsibly and is reasonably priced, high
in quality, and safe to consume. In real terms, corrected for inflation, U.S. wholesale
and retail prices have declined substantially over the past 3 decades. Food manufac-
tures and consumers in the rest of the developed world pay about 10% more for
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sugar than Americans do. Taking per capita income levels into account, sugar is
more affordable in America than in virtually every other country in the world—rich
or poor. (Figures 7-12)

Taxpayer Benefits

Sugar is the only major commodity program that operates at no cost to taxpayers,
and government projections through 2020 say it will remain no cost over all these
years. Projections prior to the enactment of the 2008 Farm Bill suggested significant
costs because of excessive imports from Mexico, low prices, and government loan for-
feitures. But thanks to steady consumption growth, stable domestic production,
manageable import levels from Mexico, and sound program management by USDA,
costly surpluses have not occurred. (Figures 13-14)

The 2012 Farm Bill

The U.S. sugar industry has endured a wrenching restructuring over the past 2
decades. American sugar farmers remain are grateful to the Congress for crafting
a sugar policy that is balancing supply and demand, ensures consumers of depend-
able, high-quality supplies, and is improving market prospects for sugar producers.
The policy achieves all these goals at zero cost to American taxpayers.

With some prospect of continued market stability, producers should be able to re-
invest in their operations, further reduce their costs of production, and survive. We
strongly urge the continuation of this successful, no-cost policy in the next farm bill.

Thank you again, Mr. Chairman, for holding this important hearing and for all
that you and the Committee do for American agriculture. We look forward to work-
ing with you in the future.
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FIGURES
Figure 1
U.S. Raw Sugar Loan Rate,
1o Nominal and Real, 1985-2009
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Data Source: Bureau of Labor Statistics --CPI-U. Annual averages, 1985-2009.
Loan rate to rise 0.25 cents in FY 2010, 2011, and 2012

Data Sources: BLS--CPI-U. USDA: Price delivered New York, duty-fee paid; annual averages 1985-2009.

Figure 2
U.S. Raw Sugar Prices,
Nominal and Real, 1985-2009
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1985 Total = 102

42

BeetFactories

42

Cane Mills

18

Cane Refineries

Since Last Sugar Loan Rate Increase in 1985:
More Than Half of U.S. Sugar-Producing Operations Have Shut Down

2009 Total = 48

22

18

Source: American Sugar Alliance, January 2010
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Figure 4

BEET CLOSURES
Spreckels Sugar, Manteca
California, 1996

Holly Sugar, Hamilton City
California, 1996

Western Sugar, Mitchell
Nebraska, 1996

Great Lakes Sugar, Fremont
Ohio, 1996

Holly Sugar, Hereford
Texas, 1998

Holly Sugar, Tracy
California, 2000

Holly Sugar, Woodland
California, 2000

Western Sugar, Bayard
Nebraska, 2002

Pacific Northwest, Moses Lake
Washington, 2003

Western Sugar, Greeley
Colorado, 2003
Amalgamated Sugar, Nyssa
Oregon, 2005

Michigan Sugar, Carroliton
Michigan, 2005

Spreckels Sugar, Mendota
California, 2008

35 Sugar M

CANE CLOSURES
Ka'u Agribusiness
Hawaii, 1996
Waialua Sugar
Hawalii, 1996
McBryde Sugar
Hawaii, 1996

Breaux Bridge Sugar
Louisiana, 1998

Pioneer Mill Company
Hawaii, 1999

Talisman Sugar Company

Florida, 1999

Amfac Sugar, Kekaha

Hawaii, 2000

Amfac Sugar, Lihue

Hawaii, 2000

Hawailan Commercial & Sugar, Paia
Hawaii, 2000

CANE REFINERY CLOSURES
Aiea,C& H

Everglades, Imperial
Florida, 1999

and Refinery Closures, 1996 - 2009

Evan Hall Sugar Cooperative
Louisiana, 2001

Caldwell Sugar Cooperative
Louisiana, 2001

Glenwood Sugar Cooperative
Lousiana, 2003

New Iberia Sugar Cooperative
Louisiana, 2005

Jeanerette Sugar Company
Louisiana, 2005

Cinclare Central Facility
Louisiana, 2005

Atlantic Sugar, Belle Glade
Florida, 2005

U.S. Sugar, Bryant

Florida, 2007

South Louisiana Sugar Cooperative
Louisiana, 2007

Gay & Robinson, Kaumakani
Hawaii, 2009

Sugarland, Imperial
Texas, 2003
Brooklyn, Domino
New York, 2004

AsA 2010

Note:In 2010, 22 beet factories, 18 raw cane mills, and 8 cane refineries remain in continuous operation, a 41% drop since 1996.
U.S. Sugar, FL, has announced plans to close after 2015.
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Figure 5

U.S. Sugar Imports from Mexico, 1994/95-2009/10

- Thousand metric tons, raw value -

1,272
1,200
Import surge accomodated without long-term price disaster by:
19% drop in beet acreage;
1,000 ° P N & -
Crop problems in cane areas;
-- Strong U.S. consumption.
800
600

More than half of post-Katrina "refined’
imports required re-refining to meet U.S

1gar
tandards

1994/95 1995/96 1996/97 1997/98 1998/99 1999/00 2000/01 2001/02 2002/03 2003/04 2004/05 2005/06 2006/07 2007/08 2008/09 2009/10

Source: USDA, WASDE. 2009/10 = forecast. Unlimited access under NAFTA began January 1, 2008. 130

Figure 6

U.S. Sugar Import Concessions:
In Place, Proposed, or Being Negotiated
Minimum Import Amount Comment
WTO FTAs Total
-Metric tons, raw value-

In Place

WTO (40 countries) 1,139,175 - 1,139,175 | Uruguay Round commitment

NAFTA - Mexico' 10,212 | Unlimited Unlimited Unlimited ac began January 1, 2008

CAFTA/DR? 311,700 119,060 430,760 | | Grows, on average, by 3,153 mt/yr years 2-15;
by 2,640 mt/yr thereafter

Peru’ 43,175 11,000 54,175 | Grows by 180 mt/yr forever

b\ i . not yet approved

Colombia 25,273 50,000 75.273 | Grows by 750 mt/yr forever

Panama 30,538 7.000 37,538 Grows by 60mt/yr for 10 years

Being negotiated
WTO: If and when completed by Congress, the Doha Round of WTO trade negotiations would result in a
substantially increased tariff-rate quota (TRQ) for sugar and a reduced tariff.

TPP (Trans-Pacific Partnership):  These negotiations could result in substantial, additional concessions to sugar-producing countries throughout
the Asia-Pacific region (including Western Hemisphere countries) through renegotiation of existing FTA's or
negotiation of new FTA arrangements.

! Canada excluded from the sugar provisions of the NAFTA.

? CAFTA/DR aceess for CY 2009; includes 2,000 tons of specialty sugars for Costa Rica. CAFTA countries' WTO access included in WTO total.

*Peru FTA includes 2,000 tons of specialty sugars not subject to net exporter status.

Note: CAFTA/DR and Peru FTA net-exporter provisions (exports o workl market minus imports from world market) could limit the access of the Dominican Republic some years and
Peru in most years.
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Figure 7

U.S Wholesale Refined Sugar Prices,
Nominal and Real, 1985-2009
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Figure 8

U.S. Retail Sugar Prices,
58 Nominal and Real, 1980-2009
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Data source: Retail sugar prices - USDA, annual averages. Inflation -- Bureau of Labor Statistics — Consumer Price Index (CPI-U). 69
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Figure 9

Actual Wholesale Refined Sugar Prices Worldwide
--Cents per pound, refined--
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Figure 10

Developed Countries' Average Retail Sugar Prices: 11% Higher Than USA
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Figure 11

Minutes of Work Required to Buy One Pound of Sugar:
USA AmonglLowestin World
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Figure 12
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Figure 13

Government Net Outlays for Sugar and
All Other Commodity Programs, 1996-2010
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Figure 14

Government Net Outlays for Sugar and
All Other Commodity Programs, 2009-2020
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The CHAIRMAN. Thank you, Mr. Lee, for that testimony.
Mr. Kernohan.

STATEMENT OF BRIAN J. KERNOHAN, FORESTRY PRODUCER,
COEUR p’ALENE, ID

Mr. KERNOHAN. Thank you, Chairman Peterson, and Members of
the Committee, for this opportunity to speak to the group today on
the review of U.S. ag policy to prepare for the 2012 Farm Bill.

The crop that I'm going to speak about is slightly different than
that of my colleagues to my right, but nonetheless, is extremely im-
portant, and through your leadership, has made its way into this
farm bill, and we hope to see that continue.

My name is Brian Kernohan. I am the Manager of Wildlife and
Forest Stewardship for Forest Capital Partners, with offices in
Coeur d’Alene, Saint Maries, and a large area of Idaho.

Forest Capital Partners really appreciates the Committee’s track
records in supporting the private working forest. And for recog-
nizing the values of markets, not only in the farm bill, but in other
legislation.

My goal here today is then to encourage the Members of this
Committee to continue to support a private working forest through
market-based incentives, and through conservation partnerships,
public and private, as you begin rewriting the farm bill.

If you will indulge me a moment, I would like to introduce you
to Forest Capital Partners. Forest Capital is a private landowner,
a financial manager and a steward of large-scale working forests
with 2.1 million acres across the United States. We own and man-
age the second largest private forestland in Idaho at about 280,000
acres in the northern six counties of the state. The other distinction
here is that we’re at the far end of the state from the Treasure Val-
ley here, where most of the working forests are in the state. Our
lands are managed sustainable, and are community based on long-
term sustainability.

Our ownership and management of these Idaho working forests
bolsters the local economy. And I would like to share a few statis-
tics to demonstrate the importance of that forest to those north six
counties, and the small rural communities in which we operate.

We have 22 direct employees, about 40 local contractors, includ-
ing 150 contracting employees. It’'s very important in today’s eco-
nomic environment to demonstrate the landscape, generating
around $3.2 million in payroll. Contractor payments are on the
order of $26 million annually.

And in addition each year, 60 to 100 million board feet of timber
are coming out of northern Idaho, supplying 20 local mills, and
paying about a million dollars in state and local taxes. So the num-
bers of those 280,000 acres really expand in the economies of
Idaho. And as I'll demonstrate, that is equally important across the
world.

So there are three points: Private working forests are a vital part
of America’s natural resources infrastructure. It’s green infrastruc-
ture. I think you all know that. Your leadership has demonstrated
it, and the farm bill supports it.
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The second point, the most effective means of conserving these
private working forests is markets. It is about economics, and in-
cluding markets in new products, like forest fiber.

Third is public-private investments in helping to meet the
public’s goals and investments coming off of the working forest.

So first, private working forests are a vital part of America’s nat-
ural resources infrastructure. We at Forest Capital aspire to create
and capture a full range of value from our forests.

Another unique thing about forests, timber may be our primary
product. But the benefits and products that come off those forests
vary and are extensive. Not only is it 2x4s, and the paper products
that the timber produces, but the clean air, clean water, wildlife
habitat, recreation, and the economic basis already described.

Forests are also offering the solutions to some of the nation’s
most pressing issues. As you, I'm sure are all aware, these issues
include: domestic renewable energy, a natural means of removing
carbon from the atmosphere, and addressing climate change, and
of course, stable jobs.

The market that we need to incentivize is biomass energy. We
need such markets that benefit society and the environment. With-
out these markets, these working forests may be forced to be con-
verted to non-forest uses, and we lose the values that we have de-
scribed already.

As this Committee develops the 2012 Farm Bill, we encourage
you to include an energy title that fully supports the use of biomass
energy. We encourage you to continue the current energy title. It
contains a broad definition of biomass to allow these markets to op-
erate and to function.

The 2008 Farm Bill recognized the value of sustainability of en-
ergy from biomass by including that definition, and it allows the
infrastructure of our business to take off.

Finally, public-private investments: While viable markets are
critical, investments in public-private partnerships are also impor-
tant. In the State of Idaho, we have been working with conserva-
tion partners, with the support, thank you, of Representatives
Minnick and Simpson, on securing forest legacy funds to protect
and conserve a very important migration corridor for wildlife in
northern Idaho.

So thank you for that support. And it’s through provisions like
these in the farm bill that allow these public-private partnerships
to continue.

So again, Forest Capital appreciates the Committee’s support for
private working forests, while recognizing the value of markets. As
you look ahead to the 2012 Farm Bill, and other legislation and
oversight, we look forward to working with you to conserve working
forests as a forest.

Thank you very much, Mr. Chairman.

[The prepared statement of Mr. Kernohan follows:]
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PREPARED STATEMENT OF BRIAN J. KERNOHAN, FORESTRY PRODUCER, COEUR
D’ALENE, ID

I. Introduction

Mr. Chairman, thank you for this opportunity to appear before the House Com-
mittee on Agriculture today and review U.S. agriculture policy as you prepare for
the 2012 Farm Bill.

I am pleased to appear before you today as a private lands manager. I am the
Manager of Wildlife and Forest Stewardship for Forest Capital Partners. Forest
Capital Partners owns and manages 2.1 million acres across the United States and
is the second largest private landowner in Idaho, managing 280,000 acres in the
northern six counties of Idaho. Our lands are managed sustainably and are certified
as such by the Sustainable Forestry Initiative®. Our primary management objec-
tives on our lands are to (1) sustainably enhance forest productivity and health
while creating environmental benefits and (2) provide economic benefits to the com-
pany, mills, and community based on long-term sustainability.

While we have 22 direct employees in Idaho earning a total of $3.2 million per
year, we contract with 40 contractors who employ over 150 people, generating con-
tractor payments of approximately $26 million per year. We pay $1 million a year
in state and local taxes in Idaho. We harvest between 60—100 million board feet of
timber each year that supplies 20 mills, and we complete site preparation and refor-
estation on approximately 7,500 annually.

II. Working Forests

At Forest Capital Partners, we aspire to be a leader in creating and capturing the
full range of values from our forests. We recognize that forests provide social and
environmental values in addition to economic. In fact, much like farms and ranches,
private, working forests are a vital part of America’s natural resources infrastruc-
ture. In addition to products that improve our quality of life, whether 2x4s for
homes, household paper products or furniture, they provide clean air and water,
wildlife habitat, open space, recreation opportunities, and an economic base for rural
communities. They also offer solutions to some of our nation’s most pressing issues:
domestic, renewable energy; a natural means of removing carbon from the atmos-
phere; and stable jobs that support American families.

These benefits come primarily from America’s private forests. The United State
has 755 million acres of forests—an amount that is roughly the same today as it
was 100 years ago—57 percent, or 427 million acres, is owned by over ten million
private landowners. America’s private landowners are managing their land well and
are consistently growing more than we harvest. Over the past 50 years, growing
stock in our forests increased 49 percent.!

These healthy, productive forests support American families. According to a recent
study conducted by the National Alliance of Forest Owners, private forests in the
U.S. support 2.5 million direct, indirect, and induced jobs and $87 billion in payroll
in the 29 states covered by the study. Here in Idaho, private, working forests sup-
port 30,412 jobs, $891 million in payroll, $9 million in state income taxes, $2 billion
in sales, and $847 million towards Idaho’s GDP.2

The contributions from private, working forests are noticed at the national level.
A diverse cross-section of interests recognizing the value of working forests have
come together to support policies to promote working forests at the national level.
The platform of this group, which calls itself the “Working Forests Coalition,” state
in their platform that “Sustaining and enhancing the value of private working for-
ests both to society and to forest owners is of vital national importance and essential
to meet some of our nation’s most pressing needs.” I submit for the record the plat-
form of the group as presented to USDA Secretary, Tom Vilsack, and urge to Com-
mittee to consider the elements of this platform when developing policies affecting
working landscapes.

III. Markets Conserve Forests

Central to this coalition’s message—and my message today—is that the most ef-
fective means to conserve private forests is to ensure viable markets for forest prod-
ucts exist. Working forests depend on strong and dependable existing and new mar-
kets for forest-derived products and services. Such markets benefit society, the envi-
ronment and forest owners alike, because they put forest owners in an economic po-
sition that supports continued investment in sound forest management over the long

1State of America’s Forests. Society of American Foresters. 2007.
2The Economic Impact of Privately-Owned Forests. Forest2Market and the National Alliance
of Forest Owners. 2009. Available online at www.nafoalliance.org /economic-impact-report /.
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term. Without these markets, economic pressures may force private forestlands into
other more economically competitive uses.

Markets supporting working forests change and evolve over time. We see that
here in the Northwest as pulp and paper facilities have significantly declined in
number. As the marketplace changes it is important that we foster new opportuni-
ties that will provide the markets of tomorrow. America now stands at the cusp of
two such markets that may play an important role in conserving working forests:
renewable energy and carbon.

IV. Energy from Renewable Forest Biomass is Beneficial and Sustainable

As the Committee develops the elements of the next farm bill, we urge the inclu-
sion of an energy title that further supports the use of biomass energy from forests
and croplands to produce new sources of renewable energy and derivative bio-based
products as an important means of both meeting our nation’s energy needs and con-
serving working landscapes.

Renewable energy from wood is domestic, renewable, sustainable, and does not in-
crease carbon in the atmosphere. For decades, the forest product industry has pro-
duced electricity and heat from biomass. In fact, the forest products industry pro-
duces more energy from biomass than all the energy produced from solar, wind, and
geothermal sources combined. Additionally, technology is being commercialized to
produce low-carbon liquid transportation fuels and ultra-low-carbon synthetic nat-
ural gas that can be substituted for higher carbon sources of electricity and fuels.

The 2008 Farm Bill recognized the value and sustainability of energy from renew-
able forest biomass by enacting a broad definition for what qualifies are renewable
forest biomass for energy. We thank this Committee for its strong leadership in sup-
porting this approach in last year’s debates on the Waxman-Markey legislation. The
U.S. Department of Agriculture also supports a broad biomass definition and joins
this Committee as an advocate for this approach in future renewable energy legisla-
tion. I would like to submit for the record an exchange of letters between a large
coalition supporting a broad biomass definition and Secretary Vilsack from earlier
this year. I would like to also submit for the record an April 20, 2010 letter from
98 organizations to Senators Kerry, Graham, and Lieberman supporting a broad re-
newable biomass definition.

As Congress debates new renewable energy policy, we urge the Committee to con-
tinue its leadership in providing new economic opportunities for working lands with-
in the parameters of existing Federal, state and local laws, programs and partner-
ships that support the sustainable management of working lands. Private forests op-
erate within a framework of Federal, state and local forest practices that has been
tailored over the course of decades to local conditions and needs and has been cen-
tral to helping the United States be a world leader in sustainable forest practices.
To help increase awareness of this framework, I would like to provide the Com-
mittee a white paper on environmental regulation of private forests in the U.S.

V. Suﬁporting Working Forests can Help Address Concerns about Climate
ange

As the nation continues to wrestle with the issue of climate change, we wish to
remind the Committee of the important role of working forests in addressing con-
cerns about carbon in the atmosphere. The trees we grow absorb and store carbon
naturally and turn it into a variety of public benefits. Currently our forests absorb
15 percent of our nation’s annual emissions.? Through proper management, increas-
ing use of long-term wood products, and using wood for energy, U.S. forests can do
even more. Work done by the Consortium for Research on Renewable Industrial Ma-
terials documented how managed forests can produce sustained, overall net emis-
sions reductions when carbon is stored in wood products like fence posts and kitchen
tables and when wood is substituted for building products that require significantly
more energy to produce.*

As the U.S. looks for ways to establish a balance approach to reducing carbon
emissions, domestic, working forests offer a natural, sustainable, and economic solu-
tion that not only improves our carbon footprint, but helps the rest of the environ-
ment as well while providing jobs and greater security in rural communities.

VI. Private-Public Partnerships can Further Conservation Goals

President Teddy Roosevelt said, “Conservation means development as much as it
does protection.” He understood that while viable markets are the most critical com-

3U.S. Environmental Protection Agency. 2009. Inventory of U.S. Greenhouse Gas Emissions
and Sinks: 1990-2007.

4See Bruce Lipke et al., CORRIM: Life- Cycle Environmental Performance of Renewable Build-
ing Materials, 54 FOREST "ProD. J. 8 (2004)
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ponent to conserving private forests, public and private investments can help meet
public goals to maintain working landscapes. These investments can include both
direct investments in forest management and conservation and investments in the
infrastructure that supports forest stewardship and market development. Market-
oriented private-public investments are frequently the most effective.

As Forest Capital Partners seeks to create and capture the full range of economic,
social, and environmental values from forests, we recognize that sustainably man-
aged working forests provide important wildlife habitat and support local commu-
nities with jobs and revenues at the same time. The Forest Legacy program also
recognizes this, and it is an important source of funding to help conserve the eco-
nomic, social, and environmental values of forests. In fact, we are currently working
with the Nature Conservancy to utilize Forest Legacy funding to conserve an impor-
tant wildlife migration corridor in North Idaho.

Forest Legacy, the Healthy Forest Reserve Program, and other private-public
partnerships to conserve land are an important tool for landowners and the public
in their conservation efforts. We urge the Committee to continue to support and
strengthen these and other private-public programs to help conserve working for-
ests.

Conclusion

Forest Capital Partners appreciate the Committee’s track record of supporting pri-
vate, working forests, recognizing the conservation value of markets, and entrusting
the existing framework of Federal, state, local, and third-party laws, regulations,
and agreements to sustain private forestry operations.

As the Committee looks ahead to the 2012 Farm Bill and other forest legislation
and oversight, we look forward to working with you on how best to conserve working
forests as forests.

ATTACHMENT 1

Keep Working Forests Working

Private Forests, Public Benefits

Private working forests are a vital part of America’s natural resources infrastruc-
ture, contributing significantly to the quality of life enjoyed by all Americans. In ad-
dition to open space and aesthetics, private working forests provide important con-
sumer products, clean water and air, energy, wildlife habitat and recreation oppor-
tunities, and strengthen rural economies, just to name a few of their many public
benefits. They are also key to addressing critical issues facing our nation today: in-
creasing our use of renewable energy, offering solutions to address climate change,
maintaining a healthy natural environment, and providing a stable source of jobs
that support American families.

Because private forests are so fundamental to meeting the pressing and future
needs of our nation, tapping their potential as part of America’s critical infrastruc-
ture is a necessary component of the nation’s overall economic, social, and ecological
health and productivity. All Americans benefit from the fact that eighty percent of
renewable biomass energy comes from wood, ten percent of U.S. carbon dioxide
emissions is absorbed by forests, eighty-six percent of forestland is available for
recreation, fifty-three percent of all freshwater in the U.S. originates on forestland,
and 689 tree species and 1,486 terrestrial animals species live in our forests.ii It is
through such abundance that America’s forests sustainably account for more than
$200 billion a year in sales of consumer products and services, employ more than
one million people, and further the nation’s environmental and ecological goals.i

The public benefits of working forests are derived from over 755 million acres of
forests in the United States—the fourth largest acreage in the world and an amount
that has remained relatively stable over the past 100 years.ii Private forests account
for more than 427 million acres, owned by over ten million private landowners.ii

Private forest acreage in the United States has remained relatively stable over
the past fifty years, and standing timber inventory on these forestlands has in-
creased.ii A primary reason for this is viable markets for the goods and services pri-
vate forests provide. These markets provide the opportunity for an economic return
to private forest owners, which translates into long-term investments that promote
forest retention and expansion and thereby a continuation of environmental, eco-
nomic and social benefits to society.

But the success of the past does not secure the future. As existing markets weak-
en or disappear, goods, services and uses associated with working forests are becom-
ing less competitive with other economic uses of private forestland over time. While
some conversion from forests to other uses is acceptable to accommodate a growing
population or to optimize land use, it is critical to develop policies and programs
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that help working forests remain competitive with other land uses and thereby help
sustain the many benefits they provide as part of our nation’s natural resources in-
frastructure. This is especially critical as we advance our efforts to meet our nation’s
growing need for renewable energy, climate change solutions, a healthier environ-
ment, and family-waged jobs in rural communities.

A Call to Action. Sustaining and enhancing the value of private working forests
both to society and to forest owners is of vital national importance and essential to
meet some of our nation’s most pressing needs, including renewable energy, ad-
dressing greenhouse gas emissions, a healthy environment, and jobs in rural com-
munities. To achieve this, the forestry community, consisting of forest owners, con-
servation and wildlife groups, resource professionals, environmental organizations
and other interests call for the development of an actionable national policy plat-
form focusing on three areas:

I. Strengthen existing and emerging markets for goods and services
working forests can provide. Working forests depend on strong and depend-
able existing and new markets for forest-derived products and services. Such
markets benefit society, the environment and forest owners alike, because they
put forest owners in an economic position that incentivizes continued invest-
nlle(rilt in sound forest management over the long term. Areas of focus should in-
clude:

e Steps to maintain traditional markets that provide sustainably produced con-
sumer goods and services, such as housing materials, recyclable products and
recreation.

Support for emerging and potential markets such as renewable energy and
fuels, green building, and wood-based technologies.

e The promotion and development of markets for environmental services, such
as climate change mitigation and carbon offsets, enhancement of water qual-
ity and quantity; endangered species conservation and other services, includ-
ing the effective utilization of new authorities provided under the 2008 Farm
Bill.

II. Support and align public and private investments, partnerships and
policies to maintain working forest landscapes. Public and private invest-
ments are an important means of maintaining key economic, social and environ-
mental benefits of working forests. Investments can include both direct invest-
ments in forest management and conservation and investments in the infra-
structure that supports forest stewardship and market development. Market-
oriented public-private partnerships are frequently among the most effective
forms of such investment. Areas of focus should include:

e Developing and improving tax provisions supporting forest conservation that
apply to all classes of forest ownership.

e Strengthening investments in public-private conservation partnerships that
equitably benefit both forest owners and the environment and that dem-
onstrate results. Such partnerships may include existing programs, such as
Forest Legacy and the Healthy Forests Reserve Program, or may require the
improvement of existing or the development of new investment or partnership
tools.

Supporting targeted and effective research and development and strength-
ening the workforce engaged in private forest management.

III. Align government policies to support the long-term viability of
working forests. Over time, Federal, state and local governments have estab-
lished policies affecting private forests in a variety of contexts and for a variety
of purposes. Such policies should both align with one another and support the
long-term viability of working forests. A conscious effort to promote and coordi-
nate government policies to help sustain working forests is essential to main-
tairllir&g the benefits they can provide over the long term. Areas of focus should
include:

o Identifying and reforming policies that discourage private forest ownership or
investment in private forest stewardship.

e Developing mechanisms to align new and existing policies affecting private
forests with the objective of sustaining private working forests over the long
term.

Developing a Plan of Action. The undersigned seek to work with Congress, the
Administration, and all interested parties who support working forests to advance
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the concepts in this platform and identify priority action items that will most effec-
tively sustain and enhance the value of private working forests across landscapes
over time. This approach contemplates utilizing the considerable body of research
on private forest management that has already been done, developing from this in-
formation a set of specific recommendations for policy makers to consider, and work-
ing with policy makers to put in place national policies to reaffirm that our private
forests are a vital part of our nation’s natural resources infrastructure for the long
term.

References
iAmerican Forest and Paper Association. “Our Industry: Economic Impact.”
http:/ [afandpa.org [ ourindustry.aspx?id=35 (accessed July 15, 2009).
ii Society of American Foresters. The State of America’s Forests. 2007.
ATTACHMENT 2

April 20, 2010

Hon. JOHN F. KERRY, Hon. JOSEPH 1. LIEBERMAN,
U.S. Senate; U.S. Senate,

Washington, D.C.; Washington, D.C.

Hon. LINDSEY GRAHAM,

U.S. Senate,

Washington, D.C.;

Dear Senators:

As the Senate considers energy and climate change legislation, we urge you to
fully support the use of biomass for energy as a means to help our nation meet its
renewable energy and climate change goals. We strongly urge you to include a broad
renewable biomass definition that is consistent across all relevant Federal pro-
grams, similar to that of the 2008 Farm Bill (plus mill residues and byproducts and
excluding commonly recycled paper), and to include the appropriate recognition of
the carbon benefits of biomass energy in any legislation developed for Senate delib-
erations.

According to the U.S. Department of Agriculture, a broad definition for renewable
biomass, such as contained in the 2008 Farm Bill (which is substantially similar to
the Waxman-Markey bill language), is a common sense and practical approach that
enables biomass participation in emerging markets and provides economic options
to help preserve working farms and forests on the landscape and the many public
benefits they provide. We strongly support this view and urge that the expert opin-
ion of USDA be reflected in national policy. We also urge that biomass definitions
not impose restrictions that would foreclose market opportunities or introduce new
Federal regulation of public and private lands.

We also strongly urge that the full carbon benefits of renewable energy from bio-
mass be appropriately acknowledged in national policy. Unlike fossil fuels, which
emit carbon into the atmosphere from geologic sources that are not renewable, car-
bon associated with the combustion of biomass is part of a natural cycle that main-
tains a carbon balance by removing carbon emissions from the atmosphere through
natural processes, like photosynthesis, and stores the carbon in plants, trees and
soil. This balance is reflected in contemporary and widely-accepted science acknowl-
edging that combustion of biomass for energy in countries like the United States
does not increase atmospheric carbon as overall carbon growing stocks remain stable
or increasing. It is also embedded in the policies and analysis of the Environmental
Protection Agency, the Energy Information Agency and other authoritative and
credible government and non-government organizations.

We look forward to engaging on the important task of helping our nation increase
its capability to produce domestic, renewable sources of low carbon biomass energy.
We are confident that, by working together, we can achieve this goal in a manner
that supports the contributions of working farms and forests, appropriately recog-
nizes the full carbon benefits they provide, and maintains them as a viable source
of our renewable energy portfolio in the long term.

Sincerely,

25x’25; Mississippi Forestry Association;
ADAGE; Montana Logging Association;
Alabama Agribusiness Council; N.C. Association of Professional Loggers, Inc.;
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Alabama Forestry Association;
American Forest and Paper Association;
American Forest Foundation;

American Forest Resource Council;

American Loggers Council;
Arkansas Forestry Association;

Associated California Loggers;

Associated Oregon Loggers, Inc.;

Association of Consulting Foresters of Amer-
ica;

Association of Equipment Manufacturers;

Avista Corporation;

Biomass Coordinating Council,
Council on Renewable Energy;

Biomass Power Association;

Biomass Thermal Energy Council;

BlueFire Ethanol Fuels, Inc.;

Boone & Crockett Club;

California Forestry Association;

Catch-A-Dream Foundation;

Ceres, Inc.;

Congressional Sportsmen’s Foundation;

Coskata;

Duke Energy;

Entergy Corporation;

Environmental Federation of Oklahoma;

Family Forest Foundation;

FirstEnergy Corporation;

Florida Farm Bureau Federation;

Florida Forestry Association;

Forest Landowners Association;

Forest Landowners Tax Council;

Forest Products Industry National Labor Man-
agement Committee;

Forest Resources Association Inc.;

Frontier Renewable Resources;

Georgia Forestry Association;

GMO Renewable Resources;

Hancock Timber Resource Group;

Hardwood Federation;

Idaho Forest Group;

John Deere;

American

KL Energy Corporation;

Longview Timber;

Louisiana Forestry Association;

Michigan Association of Timbermen;

Michigan Forest Products Council;

Minnesota Forest Industries;

Mississippi Biomass and Renewable Energy
Council;

National Alliance of Forest Owners;

National Association of Conservation Districts;

National Association of Counties;

National Association of Forest Service Retir-
ees;

National Association of State Foresters;

National Association of University Forest Re-
sources Programs;

National Association of Wheat Growers;

National Farmers Union;

National Forest Counties and Schools Coali-
tion;

National Woodland Owners Association;

New York Biomass Energy Alliance;

North American Bear Foundation;

North Carolina Forestry Association;

Northern Arizona Loggers Association;

Oregon Forest Industries Council;

Oregon Small Woodlands Association;

Pingree Associates;

Plum Creek;

Port Blakely Tree Farms, LP;

Professional Logging Contractors of Maine;

Quality Deer Management Association;

Range Fuels;

Rayonier, Inc.;

Reiver Forest Products;

Resource Management Service, LLC;

RMK Timberland Group;

Rocky Mountain Elk Foundation;

Shull Timber Corporation;

Society of American Foresters;

South Carolina Forestry Association;

Southeastern Lumber Manufacturers Associa-
tion;

Tennessee Forestry Association;

Texas Forestry Association;

The Lyme Timber Company;

The Molpus Woodlands Group;

The Westervelt Company;

Virginia Forest Products Association;

Virginia Loggers Association;

Washington Contract Loggers
Inc.;

Washington Farm Forestry Association;

Washington Forest Protection Association;

Wells Timberland;

Weyerhaeuser Company;

Wildlife Mississippi;

Woodlands Carbon Company;

Xcel Energy.

Association,

ATTACHMENT 3

January 26, 2010

DAvID P. TENNY,

President and Chief Executive Officer,
National Alliance of Forest Owners,
Washington, D.C.

Dear Mr. Tenny:

Thank you for your October 13, 2009, letter on behalf of a range of interest groups
in which you express support for a broad definition of renewable biomass as it re-

lates to energy development.

There is wide national agreement on the need for more renewable energy and
biofuels, including cellulosic ethanol and other advanced biofuels. As you may know,
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I have supported the 2008 Farm Bill definition of renewable biomass as it is a com-
mon sense and practical approach that enables market participation while simulta-
neously considering the sustainability of our lands. I believe that this definition can
and will provide landowners with economic options that will help keep forestlands
forested.

I look forward to working with you in the future on this and other forest issues.
If you would kindly share this response with your colleagues, I would be most ap-
preciative.

Sincerely,

ANV

-
Hon. THOMAS J. VILSACK,
Secretary.

October 13, 2009

Hon. THOMAS J. VILSACK,
Secretary,

U.S. Department of Agriculture,
Washington, D.C.

Dear Secretary Vilsack:

We are writing to thank you for your leadership in advancing a sustainable re-
newable energy policy, responsible land management, and rural America through a
broad definition for renewable forest biomass in energy and climate policy. We par-
ticularly appreciate your support of a definition similar to that of the 2008 Farm
Bill that would provide full market participation for biomass from private and pub-
lic forestlands while including biomass from Federal lands that conforms to Federal
law and forest plans.

America’s private and public forests are uniquely suited to help meet our nation’s
renewable energy and climate needs. Renewable forest biomass from these lands
could provide a significant portion of the energy needed to meet an RES and could
make substantial contributions to the production of next generation transportation
fuels. Sound management of our forests to provide biomass energy will also improve
the overall carbon footprint of domestic energy supplies while contributing to the
long-term forest health and vitality—improving wildlife habitat, protecting water
quality and reducing catastrophic wildfires that emit millions of tons of carbon diox-
ide and other greenhouse gases each year.

One of the goals of promoting renewable energy is to reduce our dependence on
foreign sources of energy and replace them with domestic sources of clean, reliable
energy. Critical to this objective is an inclusive definition of qualifying biomass that
maintains a level playing field for market access across all feedstock sources and
encompasses the full range of wood biomass, including trees and other plants, forest
residuals and byproducts of manufacturing.

As Congress moves forward on energy and climate change legislation, and the Ad-
ministration participates in COP-15, we look forward to working with you to pro-
mote a broad definition of renewable forest biomass in Federal policy.

Sincerely,

25x’25; National Association of Counties;

ADAGE; National Association of Forest Service
Retirees;

Alabama Forestry Association; National Association of State Foresters;

American Forest Foundation; National Association of University For-
est Resource Programs;

American Forest Resource Council; National Forest Counties and Schools
Coalition;

American Loggers Council; National Wild Turkey Federation;

Arkansas Forestry Association; North Carolina Forestry Association;

Associated Logging Contractors of Idaho; Northern Arizona Loggers Association;

Associated Oregon Loggers; NorthWestern Energy;

Association of Consulting Foresters of America; Oregon Forest Industries Council;

Avista; Oregon Small Woodlands Association;

Biomass Coordinating Council, American Council On Otoka Energy;
Renewable Energy;



408

Black Hills Forest Resource Association;
Boone & Crockett Club;

California Forestry Association;
Catch-A-Dream Foundation;

Colorado Timber Industry Association;
Deere & Company;

Empire State Forest Products Association;
Entergy Corporation;

Florida Forestry Association;

Forest Landowners Association;

Georgia Forestry Association;
Intermountain Forest Association;
Louisiana Forestry Association;
Michigan Association of Timbermen;

Michigan Forest Products Council;

Quality Deer Management Association;

Reaves Timber;

Rocky Mountain Elk Foundation;

Ruffed Grouse Society;

Shull Timber Corporation;

Society of American Foresters;

South Carolina Forestry Association;

Sustainable Solutions Georgia;

Tennessee Forestry Association;

Texas Forestry Association;

The Biomass Power Association;

Virginia Forest Products Association;

Virginia Loggers Association;

Washington Contract Loggers Associa-
tion;

Washington Forest Protection Associa-

tion;
Washington Friends of Farms & Forest;
Woodlands Carbon Company;
Xcel Energy.

Mississippi Biomass and Renewable Energy Council;
Montana Logging Association;
National Alliance of Forest Owners;

The CHAIRMAN. Thank you, Mr. Kernohan. And thank you all
Members of the Committee for testimony.

I want to focus in on something, you guys kind of brought up the
direct payment issue in different ways. You brought out the issues
that have been before us regarding that part of the farm safety net.
And part of the reason we get into the payment limitation debate
all the time is because of direct payments.

Mr. Brown, you testified that your folks are pretty wedded to di-
rect payments. What I'm picking up, as I travel around the country
in my district, is that some of my folks are starting to question
whether it may be better to try to direct that money towards crop
insurance, or towards some kind of revenue program, or something
along those lines.

But because you are sitting next to people that are in organic
and specialty crops, one of the things we wrestled with last time,
over these direct payments, was the ability of having enough land
available to be able to grow some of those specialty crops. And so
because of that, we increased the planting flexibility of 11 states
to try to address that.

In my state in the southeastern part, I picked up a lot of ques-
tions from people. We have Seneca Foods that produces a lot of
canned and frozen vegetables. But we also have a lot of organic
folks. And we’re getting a lot of complaints from them, that they
cannot get enough land to be made available to them, because of
the direct payments in the farm programs.

So we've got people coming at us from all different directions on
this issue. Mr. Brown, are your folks at least willing to enter into
discussion to look at the system, and see if there is a better way
to do this, or a different way to do this? Or are you just kind of
locked into keeping the structure the way it is?

Mr. BROWN. Thank you, Mr. Chairman. No, our folks are very
willing to look at different alternatives in lieu of the direct pay-
ment. We surveyed our board of directors, not formally, but we sur-
veyed them in our last board meeting. And the majority of them
expressed that the direct payment was important. But we also
talked about an increase in crop insurance benefits, and things like
that, would be equally as important.
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We realize that the direct payment has a big red target on it.
And I think you challenged the National Association of Wheat
Growers to think outside the box. And say, what if the farm bill
didn’t exist? What if this was the first farm bill? What would it
look like?

The international organizations are currently in the process of
s(lin"veying our members, asking them for creative and innovative
ideas.

The CHAIRMAN. Do you have any idea how long that process is
going to go on.

Mr. BROWN. No. We realize that we have a time constraint. And
we're trying to get that information gathered as quickly as we can.

The CHAIRMAN. Mr. Brossy, do you have any problems with get-
ting land for organic production here in Idaho, because of the land
being in a program, so it’s not available.

Mr. Brossy. Thank you, Mr. Chairman. No, I personally don’t
see that. I have a farm that’s very contained, and so I'm not look-
ing to expand.

And I'm fortunate to have an adequate land base to do what I
can manage. I think partly what Mr. Brown is referring to really
has to do with the nature of grain production in Idaho, which is
totally different than irrigated ag down here in southern Idaho,
where we have much more crop choices available.

And, if you are farming thousands of acres, and literally, most
of it’s grain, or grain, or peas and lentils as a rotation, your direct
payment is significant. For most of us in southern Idaho, who farm
smaller acreages, it’s really kind of a minor part of our whole pro-
gram. And I actually would put in a plug for improving crop insur-
ance.

I'm actually looking forward to using AGR-Lite at some point.
You have to actually own your farm for so many years to be eligi-
ble, and I'm not quite there. But I think for my system, that makes
more sense, because it——

The CHAIRMAN. We're looking at that. One of the things I would
like to see is—I don’t know if we can get there in this next farm
bill. But I would like to see us get to a point where we could cover
all of the crops under crop insurance. That’s the goal that I have
of trying to figure out a system where we can cover your whole op-
eration, whatever you are growing. And that’s where we need to
get.

As to your CSP idea, I have a problem with that. The way I see
the safety net program—what I think we’re trying to do is to put
a backstop there that your banker is comfortable with, for what-
ever level of production you have. So that you've got enough risk
management, enough protection that if the weather goes bad, or
the markets collapse, or whatever, the banker knows he’s going to
get repaid, or you are going to get your money back out of your
crop.

So I see that as what we’re trying to do. And I'm reluctant to
turn that system over to somebody who has some other goal, other
than production. And if they were sensible, in terms of some of the
conservation stuff, that might be one thing.

But we've seen that when you set up those kinds of things, you
sometimes get ideologue. We've seen this in biofuels. Where they
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basically almost shut down the industry, because of all these crazy
ideas they come up with, which are almost like a religion on the
intgrnational land use and so forth, that make it almost impossible
to do.

I'm all for conservation, but 'm not sure we want to mix that up
with what the purpose of a farm bill is, and that is to get people
who want to grow a farm the ability to manage their risk. That’s
kind of where I'm coming from. But I've heard it from other people,
I should say.

Mr. Brossy. I realize it’s a radical notion when you look at the
traditional farm bill programs. I guess I would just offer that if
crop insurance was broader based, and more effective in more di-
versified operations, then it would be the safety net that you are
talking about.

And again, I think that any public money spent on agriculture
should be tied to good conservation. Because ultimately, we're
going to need that to continue to produce food for our country into
the future. We're going to be less dependent on fossil fuels by ne-
cessity. We need to be innovative, and conservation should be tied
to all that. So thank you.

The CHAIRMAN. Well, I agree. But, also, it doesn’t make economic
sense for conservation. Some things that are happening don’t nec-
essarily make much common sense.

Mr. Lucas. Now, if I could ask the panel first the question that
I always ask in these kind of discussions. What are land prices
doing in your state, in your areas, in your communities in year
2010 now and 2005; up, down, sideways.

Mr. SIMPSON. [Indicating down.]

Mr. Lucas. Really? It actually did. Because generally when the
question is asked, and has been asked for a number of years, which
I think is a reflection of several good farm bills in a row, I get an
upwards signal.

So what’s driving down your land prices, gentlemen, in the areas
where yours are going down? Is it the price of your commodities
you are selling? Is it the uncertainty of the EPA, the Federal regu-
lations? Is it difficulty of acquiring credit?

Whichever one of you brave gentleman would like to step up.

Mr. GrRosS. Mr. Lucas, we see the commodity prices dropping,
anld that’s the reflection of lower land values, land rents, and lower
values.

Mr. Lucas. Well, along with that, let’s touch for a moment on the
topic that the Chairman brought up. And the Chairman and I tend
to agree on almost everything, but occasionally we have a dif-
ference of opinion.

I share his perspective that if we create programs that require
certain standards to be met that are created by some bureaucracy
on the East Coast of CSP, or similar programs, you run the danger
that if the wrong people implement the programs, you get the most
bizarre requirements. That does concern me.

One area where the Chairman and I tend to disagree is when
we’re talking about the direct payment programs. Neither the
Chairman or I voted to join the WTO. But we live in a WTO world.

And in most commodities, we have to contend with our friends
in China, and in Brazil, and those trade cases they bring against
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us. And having farm programs that give us the best ability to de-
fend the resources that we’re putting into agriculture is critically
important. The direct payments are the most compliant part of
what we're doing right now.

So I, too, want to ask Mr. Brown about that question. How rel-
evant and how important are the direct payments? And have they
be;zn since 1996, in your operation, the nature of the area you are
in?

Mr. BROWN. Well, I think as I said, and I'll speak for myself, and
also on behalf of the board. But the board, when we surveyed the
board, the majority of them did say that the direct payments were
important in operation. And in our operation, I think the direct
payment is equally important.

But as I told the Chairman, we would be willing to look at alter-
natives if those baseline dollars could be used in other ways to ben-
efit producers, and still provide that safety net for the production
of agriculture.

Mr. Lucas. Did I see in your background somewhere that you
are an accountant.

Mr. BROWN. Yes.

Mr. Lucas. A CPA.

Mr. BROWN. Yes.

Mr. Lucas. Could you visit with us for a moment, and of course,
any one else on the panel who would like to comment too, what the
effect, potentially, of the estate tax changes that are coming to us
could have on your business? What the change this fall in the cap-
ital gains records, and income tax rates could do to farmers in your
part of the country.

Mr. BROWN. Well, estate taxes are a very big concern in our
area—well, through all areas of the country should be a concern.
We've got a growing population of farmers. The estate tax should
be a vehicle to be able to pass on that family farm to future genera-
tions.

In a way, that’s our retirement plan, our 401(k) plan, if you want
to call it that. We make our investment in our land. Our land pay-
ments are made every year. That is our retirement. And for all that
hard work and years of work that is put in by a family farmer, he
should be able to pass that farm on to his children up to a certain
level, without having to have the heirs having to sell that farm in
order to pay the tax.

And so it’s a concern to us. Our resolution says we’re in favor of
a $5 million exemption at a 35 percent rate. That would be our
ideal estate tax.

Mr. Lucas. Last question, Mr. Chairman, and the panel. EQIP,
how important is it to you in your industries in your part of the
sta{‘ge? There again, a show of hands up or down. Does EQIP mat-
ter?

[Audience showing hands.]

Mr. Lucas. Enough said. Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Mr. Lucas.

The gentlelady from South Dakota, Ms. Herseth Sandlin.

Ms. HERSETH SANDLIN. Thank you, Mr. Chairman. And in addi-
tion to having your complete Idaho Delegation to the House rep-
resented today, the entire South Dakota Delegation to the House
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is represented here today as well. And it’s a pleasure to be with
all of you. And thank you for your testimony.

I don’t have a question, Mr. Henggeler. I just wanted to make
you, and the folks that you represent here today, aware of a bill
that I and Joanne Emerson introduced called the Healthy Start.
You had mentioned in your testimony, the importance of grappling
with the obesity epidemic across the country, particularly among
young children. How it’s expanding to all 50 states. How the SNAP
program has created an additional market for your producers.

And the Healthy Start Program has made, for the first time,
commodity assistance to be available for school breakfast, in addi-
tion to school lunches. And I think that this is another positive de-
velopment.

I don’t support undermining our farm safety net, and other titles
in the farm bill to find the resources. But I do think that we can
find the resources necessary to expand school nutrition programs.
We know how important the school breakfast program is.

I'm a mother of a 16 month old baby. He’s started every break-
fast since he was 6 months old with apples, or peaches, or pears,
or plums, and other fruits.

And I've sat down in some of the school breakfast programs, and
I like having my bowl of Cocoa Puffs and Frosted Flakes, too. But
I am disappointed that we don’t have fresh fruits integrated into
the school breakfast programs. I think commodity assistance would
be very beneficial to them, and certainly to apple producers and
other fruit producers across the country.

Eastern South Dakota is more like our neighbors in Minnesota,
Idaho, and the Midwest. Western South Dakota is more like our
neighbors in Wyoming, Montana, and Idaho, when we look at cattle
producers, and sheep producers, and forestry.

And so Mr. Kernohan, I have some questions for you. You men-
tioned the energy title with the Chairman’s leadership by incor-
porating the energy title and expanding it in the 2008 Farm Bill.

As you know, we have the forest biomass for energy program. We
have the community wood energy program. We have been author-
ized at $15 million and $5 million respectively and the President’s
2011 budget, does request the full amounts, recognizing the impor-
tance of renewable biomass off our forests, as one element among
many of reducing our dependence on foreign oil and other fossil
fuels, and supporting rural jobs.

You know, in the Black Hills of South Dakota, we have a lot of
national forestlands. But we have the state and private forestlands,
too.

And so if you could comment, has Forest Capital Partners par-
ticipated at all in the Biomass Crop Assistance Program?

Mr. KERNOHAN. We have not directly. We have spent a lot of
time looking at it, and have not participated directly.

Ms. HERSETH SANDLIN. Is there a reason that you haven't? I
mean, they have recently proposed some rules. Do you anticipate
that you might participate? And I know that we've got concerns
about disallowing national payments for wood wastes and mill resi-
dues, typically used to produce products, such as particle board.

But do you have any thoughts on how that program might be
useful to you or other private working forestlands?
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Mr. KERNOHAN. Thank you for the question. Absolutely. The pro-
gram is very useful. And as an attempt in the farm bill to look at
producing the infrastructure for a new market, I might go so far
as to say, it’s invaluable to private forestland owners.

It’s a program that is intended to jump start our market, and
that’s good. And I think the regulations that are going through, are
hopefully going to lead to a better program so that more companies
can take advantage of it.

The importance of this is that forest biomass is a maturing mar-
ket. And where we struggle at Forest Capital is the question that
you first asked is, have we participated? No. Would we like to? Ab-
solutely.

And where we struggle to put forest biomass to market right now
is from the woods to the facility. And the intent, as we understand
it, is intended to take that nearest forest, and bring it to market.

So that aspect of the supply chain is critical to us. We own the
supply. We're trying to get it to market. So any program like BCAP
that does that, we hope to see continue and to persist.

We didn’t have an opportunity not for lack of want. It was just
depending on your location, and production of our harvest, we just
couldn’t make it work in terms of the timing for it. The moratorium
was set as the rules were revised. So that was my answer to your
first question, Ms. Herseth Sandlin.

Ms. HERSETH SANDLIN. I appreciate that. And just one final com-
ment. As you know, Mr. Minnick, and I, and other Members of our
region here in the interior West, have worked at strategies to deal
with the pine beetle infestations. They are threatening not only our
private forests, but certainly, the state and national forests as well.

And we hope to get some feedback from the Secretary to effec-
tively resource and identify how we can have competence and strat-
egy to deal with this emergency.

Mr. KERNOHAN. Thank you.

Ms. HERSETH SANDLIN. Thank you, Mr. Chairman.

The CHAIRMAN. Thank you.

The gentleman from California, Mr. Costa.

Mr. CostA. Thank you very much, Mr. Chairman, for holding
these hearings as we come across the country. And I want to thank
Congressman Minnick, he’s doing a great job in Washington.

Unlike my colleagues from Idaho, who comprise the whole dele-
gation, and my colleague from South Dakota, I'm Y53 of the Cali-
fornia delegation. And I’'m not so sure you would like the other por-
tions of the delegation.

But I represent perhaps one of the richest agricultural regions in
the entire country. From Fresno to Bakersfield, there are over 300
commodities grown, large dairy, and citrus interests. And I rep-
resent the third generation of family farmers. So I'm very aware
of the hard work that all of you do by farming west of the Fresno
area.

Let me begin by asking panel members, in terms of your own op-
eration: What observations do you make with regards to the vola-
tility, the market volatility that you’ve witnessed in the last 10
years in your areas, and how have you dealt with that volatility?

Mr. LEE. Well, thank you, Mr. Costa. In the sugar industry, the
farm bill we’re currently working under has been great for stabi-
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lizing our sugar prices. We feel that the provisions work really
well. We would hope to have it maintained.

On my operation, this year sugar has out-subsidized the dairy,
which has been low for quite some time.

Mr. CosTA. Yes. We have started to melt down the dairy industry
in California and clear across the country.

Mr. LEE. Yes, so the sugar has helped with that. It has been very
beneficial in that area.

Mr. CostA. Regarding sugarbeets, you mentioned taking over the
co-op and purchasing the existing three plants. We’ve seen sugar-
beet production, as you may know in our area, diminish greatly in
the last 2 decades. There have been some efforts to try to salvage
it and use the industry as part of an energy source. Are you looking
at that here in Idaho?

Mr. LEE. To use the sugar as an energy source?

Mr. CoSsTA. Right.

Mr. LEE. We've looked into some states. Our Nyssa plant that
was closed in 2005, there were some studies done to look at using
that for ethanol. The feasibility just wasn’t there at this point in
time. It was something that we could still look at. But right now,
it’s not being studied.

Mr. CosTA. But the problems that we’ve had, not just in the
dairy industry, but other sectors, the credit crisis has been felt in
American agriculture.

I don’t know who of you might like to discuss any first or second-
hand knowledge of credit availability, and how you've dealt with
that within your various crops.

Does anyone want to tackle that? Traditional lenders, Farm
Credit, what has worked, what hasn’t?

Mr. BROWN. Congressman, I know that in our area in south-
eastern Idaho, credit has tightened up significantly. And a lot of it
is because of industries, like the dairy industry, having significant
problems. That has scared the Farm Credit Services. They are
more conservative, I guess, in their approach, and require better fi-
nancial standards now to lend money.

Mr. CosTA. Do you prefer Farm Credit or traditional lending
community banks.

Mr. BROWN. Mostly in my own operation, I've mostly dealt with
Farm Credit. They have normally been very easy to deal with.
They understand farm issues, ag issues. So they’ve been the easiest
to deal with.

Mr. CosTA. Mr. Henggeler, I was pleased to hear your comments
with regards to the need to bring immigration reform. I have been
a proponent of that, along with AgJOBS. My preference would be
to see comprehensive immigration reform, because it’s badly need-
ed throughout the country. I think a lot of the reactions we’ve seen
today are a result of long overdue Federal policy that needs to be
changed.

Having said that, would a 3 year, or a 5 year pilot program that
implemented AgJOBS, to kind of set the table for comprehensive
reform, work here in Idaho?

Mr. HENGGELER. I believe it would. We do need some type of ve-
hicle where we can secure a legal workforce. It’s been a concern.
I had an opportunity to be present at the introduction of the
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AgJOBS, bill several years ago. It was critical then, and it’s even
more critical now.

And if there is some type of pilot program where we can work
through, where all states are equally participating in that program,
it would be a positive.

Mr. CosTtA. Thank you. My time has expired. I did want to get
to the area of what applications were for the rural broadband. I
didn’t hear any that were discussed that were trying to expand
those efforts. I know it’s needed in my area, and other rural areas.
And also the rural development program that Secretary Vilsack is
attempting to deal with. And rural healthcare, but we’ll have to
save that for another time.

Thank you very much, Mr. Chairman, for your time.

The CHAIRMAN. The gentleman from Idaho, Mr. Minnick.

Mr. MiINNICK. Thank you, Mr. Chairman. I would like to assure
my colleague from California, Mr. Costa, that if everyone from
California thought the way you did, we would welcome the whole
delegation. In fact, we may even want you to run for speaker.

I would like to pursue Congressman Costa’s question with you,
Mr. Henggeler. What changes would we need, as part of a com-
prehensive immigration reform, to the temporary worker programs,
H1 and H2, to make it work for the apple industry, and other users
of seasonal labor, in order that you can get your crops in, and com-
pete successfully both locally and internationally?

Mr. HENGGELER. Thank you, Congressman Minnick. What we
talked about, what I referred to as the H-2A system. And a lot of
f(zllkﬁ out West do not participate in that program, specifically in
Idaho.

But our New York apple growers do. Our northeastern apple
growers do. And what they have found is that the process is just
so cumbersome. By the time that you put paperwork in, and secur-
ing, or trying to procure labor to come, and pick the crops because
our items are so perishable, what usually happens is, and what has
happened in the past is, those apple pickers, or fruit pickers that
show up about a week after the crop should have been harvested.
Well, in our business, we can’t allow that to happen. That’s when
they start maturing past the deadline. And we're not giving a qual-
ity piece of fruit to the consumer at the supermarket level.

So, you know what we need is some type of better method to
identify workers that are eligible for the program. A more flexible
system that allows us to bring workers in and out, and where we
can track them thoroughly.

So the paperwork, even at the level of what H-2A is trying to
do with 150,000 workers, is onerous. But, we’re talking about
maybe over a million-and-a-half workers in agriculture. We're
going to have to step up our efforts in order to develop a system
to handle that amount of workers.

Mr. MiINNICK. Thank you very much.

Mr. Kernohan, following up on my colleague’s from South Dako-
ta’s question. How do we provide incentives to your industry, other
sources of crop residue to incentivize biomass energy, without dis-
criminating against the other end-uses of the same raw material?

I'm thinking in your case about discriminating against the people
who want to use essentially the same wood fiber, or analogous



416

wood fiber, for paper, for lumber, for landscape materials? How do
we create this new set of incentives without making the mistakes
we did to incentivize corn ethanol, with the consequences it had for
a whole host of consumers, including our local dairy industry.

Mr. KERNOHAN. Thank you, Congressman Minnick. That is a
challenging level for us with the forest biomass. But let me offer
this as a thought.

I think first and foremost, we have to create policies that actu-
ally allow a strong, vibrant infrastructure to be created. And why
I start there—and that includes full supply chain, and openness of
definitions of renewable biomass.

Because I think when you provide incentives at that level, that
the economics of forest management will sort those principal con-
cerns out in terms of valuation of products. So I think forest bio-
mass is honestly, the lowest value product. So I think we have to
allow those markets.

Mr. MINNICK. So temporary subsidies to jump start, but not per-
manent subsidies of money in use.

Mr. KERNOHAN. I think temporary subsidies are the right place
to start. And honestly, I haven’t thought through the downfalls of
the pros and cons of permanent subsidies. But I think in our busi-
ness, we don’t have a lot of subsidies. So I would proffer that sub-
sidies could start our market, and we’ll figure it out from there.
And usually it will work.

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

The CHAIRMAN. I thank the gentleman.

And the gentleman from Idaho, Mr. Simpson.

Mr. SiMPSON. Thank you, Mr. Chairman. I appreciate it.

First, I have to apologize when I said we have the whole Idaho
Delegation here. And I didn’t think about it. But whenever you
hold a hearing, whenever Stephanie Herseth Sandlin holds a hear-
ing in South Dakota, the whole delegation is there.

Ms. HERSETH SANDLIN. That’s right.

Mr. SiMPSON. So I apologize for that. And I also wanted to say,
that I appreciate the Cocoa Puffs, and the fruits and vegetables in
the breakfast. I think that’s important, too. But you can never for-
get the most important part of that breakfast; the hash browns.

As was mentioned, I sit on the Appropriations Committee. I am
also the Appropriations representative on the Budget Committee.
And one of you mentioned that we would probably have a baseline
that might be substantially lower.

See, it won’t stay up, just because I'm from the Appropriations
Committee.

We will probably have a baseline, I would suspect, given the
budget situation we’re facing in Washington, that may be substan-
tially lower for the next farm bill, than we have for this current
farm bill.

If that is the case, what do you think of further efforts to reduce
the payment limitations as a means of trying to reduce the overall
costs of the farm bill?

Mr. Brown?

Mr. BROWN. Well, I think speaking from IGPA’s standpoint, I
think we’re against any further reduction in payment limitations.



417

Mr. SiMPSON. What would the impact be on Idaho producers? Be-
cause it affects different producers in different parts of the country
differently.

Mr. BROWN. Yes.

Mr. SIMPSON. And I understand the largest impacts on payment
limitations are on large western farms, and those in the South, as
opposed to those in the Northeast and other states.

Mr. BROWN. We have a lot of large family farms in Idaho, who
currently bump up against those payment limitations. And in re-
ality, when you are talking about large farming operations, pay-
ment limitations, any further reduction, it just, you know

Mr. SIMPSON. The other thing that will put, I guess, a challenge
to, is this question, as you saw between the Chairman and Ranking
Member, about direct payments, and increasing the possibility of
crop insurance, or enhancing the crop insurance program. And, you
mentioned the desire to increase that.

If the challenge is enhancing the crop insurance program versus
direct payments, rather than keeping the direct payments as they
are, and still enhancing the crop insurance, which direction do you
think you are going to go?

Mr. BROWN. Well, I don’t know. We don’t have the survey back
from our membership. But, as I said, the direct payment is impor-
tant. But as an alternative, I think the producers would be willing
to look at enhancement to the crop insurance program.

Mr. SiMPSON. You might know, Mr. Chairman, you’ll probably
see a lot more of Mr. Brown in the upcoming year. He’s going to
be the President of the National Barley Growers Association. And
another Idahoan, Wayne Hurst, is going to be President of the Na-
tional Association of Wheat Growers.

So we will have those representatives back in Washington talk-
ing about this very issue when you hear from your producers.

Mr. Gross, you mentioned during your testimony, that they have
some indemnity program that provides partial compensation to
livestock and poultry producers when flocks or herds are repopu-
lated due to pests or disease.

No such program exists for specialty crops. In your experience,
how has this lack of this aspect of the program affected the potato
industry, or other specialty crops?

Mr. GrosS. I'm in the potato seed business, also. And I've seen
cases where bacterial ring rot may have been found on individual
operations, and they’ve tended not to report it, or not look for it at
the risk of a lot of other producers. They tend to just push it under,
since they know it’s a death sentence for their seed operation.

So I just think if there was some kind of safety net available,
they wouldn’t lose their entire operation right then, that they
might be more forthcoming in looking and reporting finds.

Mr. SiMPSON. Interesting. How has the Specialty Crop Research
Initiative Grants helped with the specialty crop industry and the
potato industry?

Mr. Gross. Well, specialty crop research initiatives have allowed
us to study some potato viruses in Idaho, and spreading methods
that we might better control our potato virus situation.

Mr. SimpPsON. Thank you all for being here today. I appreciate it
very much.
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The CHAIRMAN. I thank the gentleman, and thank you panel very
much for your testimony. It was very good. Good answers to ques-
tions. We appreciate your making the effort to be with us here
today. So this panel is excused.

And we will call the next panel to the witness table. Mr. Ron
Bitner, winegrape producer and vintner from Caldwell, Idaho; Mr.
Charlie Lyons, cattle producer from Mountain Home, Idaho; Mr.
Adrian Boer, dairy producer from Jerome, Idaho; and Ms. Cindy
Siddoway, lamb producer from Terreton, Idaho.

We will take a brief recess.

[Recess.]

The CHAIRMAN. Mr. Bitner, we will start with you. And welcome
to Committee.

STATEMENT OF RON M. BITNER, WINEGRAPE PRODUCER AND
VINTNER, CALDWELL, ID

Mr. BITNER. Thank you, Mr. Chairman, Congressman Lucas, Ms.
Sandlin, Mr. Costa, and I notice two gentlemen are missing right
now, Congressman Simpson. And I want to thank Mr. Walt
Minnick for inviting me to participate today.

My name is Ron Bitner. I am a consulting entomologist here in
Canyon County, Idaho, about 10 miles west of here. I've been grow-
ing winegrapes since 1980.

I'm representing the Idaho Grape Growers and Wine Producers
Commission today. And I'm currently the Chairman of the National
Wine Grape Growers Association, and I'm also representing the
National Wine Grape Growers.

Nestled between the Rocky Mountains and the Snake River, the
Idaho wine regions are growing steadily. Nurturing the grapes with
a moderate climate, limited precipitation, and a consistent growing
season, the Idaho wine regions add complexity to our grapes. We
need to do everything in our power to see that this industry con-
tinues to succeed.

The Idaho wine industry has been steadily growing for the last
30 years with remarkable growth in this past decade. With 11
wineries in 2002, Idaho is now home to over 40, with 1,600 acres
of grapes planted. And nine of these wineries have opened in the
past year.

And Idaho, along with a lot of the other states, has seen a resur-
gence in the small wineries, that have done a lot for economic de-
velopment in the small country towns across this nation.

There is an economic impact study, conducted by Boise State
University and the Idaho Wine Commission, that concluded that
the Idaho wine industry had a $73 million impact in 2008, and cre-
ated nearly 625 jobs. This growth led to an increase in visibility,
more tourism, an enhanced reputation, and has created tremen-
dous opportunity for expansion.

The Idaho wine industry is just in its infancy, and is expected
to see remarkable growth in the next 15 years, and just coming
into its own. More and more people are buying Idaho wine, and
this is good news for our economy.

In order for us to continue to have success, we need to determine
what I think are three major issues, not only in Idaho, but across
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the nation. Number one is immigration reform; enhanced mar-
keting; and continuing to enhance research dollars.

Concerning farm bill specifics, the Wine Grape Growers of Amer-
ica, we just came back from meetings in March. And our three top
priorities with the farm bill concerned continued funding of the Na-
tional Clean Plant Network to provide us with disease free plants.

The Specialty Crop Block Grant Program has been extremely
successful across this country for winegrape growers and small
wineries. And the Specialty Crop Research Initiative has also been
very successful. We want to see those programs continue.

One other aspect of the farm bill, and here I have to put on my
bee hat. I've been a consulting bee entomologist. I've worked with
non-Apis bees and native bees for 42 years now. And I was really
encouraged to see in the last farm bill, the importance, and the rise
and recognition of the importance of pollinators to our crops across
this nation, not only in increased funding, but including those into
our reserve programs, set aside programs.

You know, it’s the first time that has actually happened. And as
a bee biologist with 40+ years under my belt, I want to see that
continue.

With that, I'll stand for questions later. Thank you.

[The prepared statement of Mr. Bitner follows:]

PREPARED STATEMENT OF RON M. BITNER, WINEGRAPE PRODUCER AND VINTNER,
CALDWELL, ID

Nestled between the Rocky Mountains and the Snake River, the Idaho wine re-
gions are growing steadily. Nurturing the grapes with a moderate climate, limited
precipitation, and a consistent growing season, the Idaho wine regions add com-
plexity to the grapes. We need to do everything in our power to see that this indus-
try continues to succeed.

The Idaho wine industry has been steadily growing for the last 30 years with re-
markable growth in the past decade. With 11 wineries in 2002, Idaho is now home
to over 40 with 1,600 acres of grapes planted. Nine of these wineries have opened
in the past year. That’s a lot of growth in a down economy.

In order to see the impact the Idaho wine industry is having, the IWC worked
with BSU to conduct an economic impact study. The results were startling. It was
concluded the Idaho Wine industry had a $73 million impact in 2008 and created
nearly 625 jobs. This growth led to an increase in visibility, more tourism, an en-
hanced reputation, and has created tremendous opportunity for expansion.

You might be thinking how are the sales and are any Idaho wines selling. The
answer is good and yes. Idaho wines are at an affordable price point between $10—
30, encouraging consumers to try new, undiscovered wines that are affordable in
this economic downturn instead of reaching for the $50 and $100 bottles. Media has
also been paying attention to Idaho, as they are looking at the next big thing and
that’s Idaho. Countless articles have been written.

So the next question, where are we going? The truth is the industry will continue
to grow as national wine consumption increases, as well as Idaho’s grape growing
potential. Idaho wines are discovered across the country, ranking us 22nd in the na-
tion.

The Idaho wine industry is just in its infancy and is expected to see remarkable
growth in the next 15 years. Just coming into its own, and receiving a great deal
of recognition, winemakers and growers are learning as they go and making great
wine in the process. More and more people are buying Idaho wine and this is good
news for our economy.

In order for us to continue to have success, we need to determine what to do about
immigration reform, enhancing marketing, and continue with research.

Dealing with immigration is a sore subject for the wine industry. The immigrant
workers are a crucial part of the industry, without them the work in the vineyards
would not get done because it is very labor intensive. They face cold winters when
pruning takes place and hot summers when training the vines. Many of these work-
ers are probably illegal, but all they have to do is show their Social Security card
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to the vineyard owner and they are good to go. However, under new laws the vine-
yard owner could face hefty fines and possible jail time if it turns out any of their
employees are illegal. If you halt illegal immigration work, you halt the industry
in return due to the lack of potential work by these men and women in the vine-
yards.

Marketing is another area we in Idaho need to focus on. Consumers know about
California and Washington wine, but the need to learn more about Idaho wine is
crucial, and the only way we can succeed is to spend more money to reach them.
We can do this by participating in events, giving samples, creating a better website
and buying ads on the radio, but all these take money. We need to concentrate on
Marketing for this industry to succeed; otherwise people simply won’t know we
exist.

This past year we had substantial cuts to the University of Idaho’s budget, result-
ing in almost losing the Parma Research Center where substantial research is con-
ducted on grapes and wine. Without this research center, we would be forced to see
data and research out of state, which would not be as applicable due to different
climates for growing. While we got lucky this time, as the center will stay open, we
do not know for how long, leaving the potential for losing the center up to another
budget cut in the future. As the industry grows, tremendous research is needed to
determine what we can grow best, looking for new varietals along the way and de-
termining what grows best for Idaho.

Idaho truly has immense potential to be one of the leading wine industries in the
country, but we need to get a handle on these issues before we can get there.

The CHAIRMAN. Thank you, Mr. Bitner. We appreciate it.
Mr. Lyons, welcome to Committee.

STATEMENT OF CHARLES LYONS, CATTLE PRODUCER,
MOUNTAIN HOME, ID

Mr. Lyons. Hello, Mr. Chairman, and Members, thank you.

My name is Charles Lyons. I'm a rancher out of Mountain Home,
and I also am a representative of the Idaho Cattle Association.

I'm a first generation cattle producer, and I would be tickled to
give you guys the credit, but I'm married to one. But I'm sure in
the future, your programs will help me out tremendously.

But when I was dealt this hand, I was a little confused to where
I would end up. Today I thought I would be hanging out in Walt
Minnick’s office, telling him how wonderful he is, and kicking back,
and then going and drinking beer, and telling each other——

Mr. MINNICK. There is still time.

Mr. LyoNs.—and then going back, and hanging out and telling
each other how wonderful we are. But I learned a few days ago
that my job was a little different than what I assumed.

So I hope to show no disrespect in my lack of preparedness to
deal with you here today. Karen, on our staff, has been extremely
willing to jump in and try to make me look better. She prepared
this opening statement for me.

So I thought I could just read it, and my wife told me, no. No.
She said listening to you read is like chewing tin foil. I recommend
you don’t do any such thing. So if it would work, I would just like
to briefly go through them, and deal with some of our top issues.
And then I would certainly welcome your questions.

The thing that’s affecting us most here in the ranching industry
in Idaho are environmental regulations. They are extremely bur-
densome. It comes from a lot of different sources, either judges, or
from the Federal Government, or even the state, itself.

And the thing that has been able to help us a quite a little bit
and accomplish those goals and deal with those regulations is
EQIP. And from a personal standpoint, our ranch has used EQIP,
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and cost sharing through NRCS. And they have an excellent staff
in Mountain Home and in the state.

And we’ve entered into a 10 year contract. And it went well for
about 6 years. And like a lot of things, the burdensome part of it
continued to grow, to where it became easier for me to do it myself
instead of dealing with the system. And it was actually cheaper to
do it by myself, even with the cost share program.

So we went ahead and pulled out of the contract after about 6
years. And I went ahead and finished the work that we planned
on doing on the 10 year plan.

And that’s certainly kind of the down side. And I know EQIP has
helped with a lot of guys dealing with the endangered species, such
as the bruneau snails, putting in pivots. You know, things like
that. The money wasn’t there. So from that perspective, it’s been
extremely helpful.

Another program that’s been helpful for us through NRCS is
Wildlife Habitat Incentives Program. The guys are doing a good job
on the ground. They are making things proactive. They are actually
there helping wildlife. Within the program there are incentives for
you to continue those practices. And that’s extremely encouraging.
And we hope those monies are available to reward people who are
doing good on the job, instead of paying somebody that’s maybe not
doing the work.

Of the issues that pertain to the farm bill, one was energy. It
was pretty devastating to the cattle industry when we started look-
ing into ethanol, and dealing with farm subsidies. From my stand-
point, it jerked the guts out of the feeder industry here in the State
of Idaho.

And I understand the other side. You know, you need to give in-
centives and subsidies to get a young program going, and get it off
the ground. But it always has repercussions for those that were al-
ready using that commodity, and relying on our bottom line for the
price and structure that was there.

And when that subsidy came, it seemed that the price jumped so
far out of line, that it pretty much jerked the feet out from under
us for a couple of years there.

One of the things that Mr. Lucas asked about was the taxes, and
the estate tax. I can only give my own perspective. Everything that
I do is put back into land and cattle. That’s what I know. I don’t
deal in the stock market. I don’t really deal with—I try to stick
with what I know.

So I try to buy land. And the guy always has to buy more cows
and more horses. And when it comes my time to purchase the
ranch from my uncle, I don’t want his siblings to be left with the
only option that is to sell, where I can’t even touch it. You know,
you were asking about land values. You know, not to be too per-
sonal, but our place is probably now worth $4 million. Which is so
far kind of out of the realm of trying to ever purchase it for an ani-
mal unit.

But when it comes my time to purchase that—I kind of got lost.
But I don’t have the ability to do it. There is no way I can pay the
taxes on that. There is no way the family members can pay the
taxes on that without selling it. So I think that’s going to be a
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?uge—a huge problem that we’re going to need to deal with in the
uture.

And Tl just kind of leave it at that. What I found interesting
most was the back-and-forth questions. So I would certainly appre-
ciate your guys’ questions on anything further.

Thank you very much, Mr. Chairman.

[The prepared statement of Mr. Lyons follows:]

PREPARED STATEMENT OF CHARLES LYONS, CATTLE PRODUCER, MOUNTAIN HOME, ID

Mr. Chairman, Congressman Minnick, thank you for the opportunity to present
the Idaho cattle industry’s perspective on the upcoming 2012 Farm Bill. My name
is Charles Lyons, and I am a cattle producer from Mountain Home, Idaho. I am cur-
rently President-Elect of the Idaho Cattle Association.

As cattle producers, our livelihood is tied to many other agricultural commodities.
We are dependent upon this nation’s agricultural system and infrastructure to feed,
transport, market our cattle, and provide beef for America’s table; and as such, we
are interested in seeing this segment remain healthy and viable.

Unlike other agricultural commodity groups, however, we tend to take a different
look at portions of U.S. agriculture policy. Ranchers are an independent lot who
want the opportunity to run their operations as they see fit with minimal intrusion
from the government. As the nation’s largest segment of agriculture, the cattle in-
dustry is focused on continuing to work towards agricultural policy which minimizes
direct Federal involvement; achieves a reduction in Federal spending; preserves the
right of individual choice in the management of land, water, and other resources;
provides an opportunity to compete in foreign markets; and does not favor one pro-
ducer or commodity over another.

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

Conservation and the Environment

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

The goal of conservation and environmental programs is to achieve the greatest
environmental benefit with the resources available. One such program that achieves
this is the Environmental Quality Incentive Program or EQIP. All producers should
be afforded equal access to cost share dollars under programs such as EQIP. Fur-
ther, it is important for ranchers in the west that EQIP monies are made available
for conservation work on the Federal lands that are an integral part of their oper-
ations.

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

Further, programs such as the Wildlife Habitat Incentives Program can be helpful
tools in assisting ranchers as they manage land to the mutual benefit of wildlife and
livestock. The Endangered Species Act has often put a stranglehold on ranchers’
ability to put land to productive use, often to the detriment of the species in concern.
To the extent that WHIP and other NRCS programs can be improved to assist
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ranchers in undertaking on-the-ground conservation efforts and developing con-
servation plans, habitat, wildlife, and production agriculture will all benefit.

Additionally, conservation dollars allocated through farm bill programs must be
distributed only to those involved in production agriculture and not be able to be
misused by environmental extremist groups with the sole intent of locking up land.

USDA’s conservation programs are a great asset to cattle producers. We want to
see them continued and refined to make them more producer-friendly and more ef-
fective in protecting the environment in a sensible way.

Environmental issues are also a huge challenge for our industry. Proposed legisla-
tion regarding climate change and cap-and-trade could prove devastating to Amer-
ican agriculture and put us at a distinct disadvantage in the world’s marketplace.
Even 1f the bills move forward with an ag exemption, the increase in costs of fuel,
electricity, fertilizer, feed, and equipment will be more than most livestock pro-
ducers can bear. These, combined with EPA’s regulation of greenhouse gases, makes
us all concerned for our industry. Although these items are not addressed directly
in the farm bill, we ask that the Members of the Committee step in and help ag
producers in their fight to have effective and sensible environmental regulations.

Trade

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

Energy

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

Taxes

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

Conclusion

America’s cattlemen are proud and independent. We just want the opportunity to
run our ranches the best we can to provide a high quality product to the American
consumer, and even more importantly, provide for our families and preserve our
way of life. We are coming to you in an effort to work together to find ways to use
the extremely limited funds available in the best way possible to conserve our re-
sources, build our industry, and provide for individual opportunity at success. We
ask for nothing more than Federal agriculture policy that helps build and improve
the business climate for cattlemen. We look forward to working with you on the
2012 Farm Bill.
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The CHAIRMAN. Thank you, Mr. Lyons, for your testimony.
Mr. Boer, welcome to the Committee.

STATEMENT OF ADRIAN BOER, DAIRY PRODUCER, JEROME, ID

Mr. BOER. Thank you, Chairman Peterson, Representative Simp-
son, and House Agriculture Committee Members. Thank you for al-
lowing me to testify today about dairy policy on behalf of the Idaho
Dairymen’s Association.

My name is Adrian Boer. I'm in partnership with my wife, two
sons, and daughters-in-law, and most recently grandson and grand-
daughter-in-law. It’s truly a family farm operation.

Collectively on our three dairy operations, we milk 5,000 cows.
I'm active on the Idaho Dairymen’s Association, serve on the Board
of Directors of the Northwest Dairy Association, and for NDA,
served on the Board of Directors of National Milk Producers Fed-
eration. For NMPF, I serve on the Strategic Planning Task Force,
and currently serve on the Production Managing Subcommittee.

The Idaho Dairymen’s Association formed in 1944 is an organiza-
tion comprised of all of the dairy producers in Idaho. It is funded
by a .01¢/cwt check-off and utilizes its funds to promote the inter-
est of the Idaho dairy industry to individual citizens, state and na-
tional legislators, governmental agencies, conservation organiza-
tions, community groups and agricultural organizations to maxi-
mize the understanding and appreciation of the Idaho dairy indus-
try.

Northwest Dairy Association markets 7.5 billion pounds of milk
annually from 550 dairy producers located in Idaho, northern Cali-
fornia, Oregon, Utah and Washington under the Darigold label.
Darigold, which was established in 1918, is an integrated milk
marketing cooperative with 11 milk processing facilities in the
Northwest that make and distribute fluid milk, butter, cottage
cheese, skim milk powder and a variety of cultured products.

Dairy farmers in Idaho and the United States experienced their
worst year financially in anyone’s memory in 2009, and the crisis
continues today. It is critical to evaluate all of the current dairy
programs in order to identify solutions that need to be imple-
mented in the next farm bill.

As an end result, it is estimated that a minimum of 50 percent
of the dairy animals in Idaho across all sizes of operations are now
in special assets with their banks. The uncertainty for the dairy op-
erators, their families, and the other industries that rely on a
healthy, robust dairy industry are taking a toll.

Dairy has developed into one of the largest agriculture segments
of Idaho’s various commodities, with over 36 percent of all Idaho
agricultural income coming in the form of a milk check. Numerous
smaller agriculture operations and small allied businesses are at
stake as our industry in Idaho tries to recover.

Last year National Milk Producers Federation created a strategic
planning task force to seek consensus across the dairy and pro-
ducing community in creating a solid foundation for the future. The
goal has been to analyze and develop a long-term strategic plan
that will have a positive impact on the various factors influencing
both supply and demand for milk and dairy products.
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The current Dairy Product Price Support Program and the MILC
program are inadequate protections against the dairy pricing crisis
that we now face. Neither program was designed to function in a
more globalized market, where not just milk prices, but also feed
costs, and energy expenses are more volatile and trending higher.
We have also faced this past year destructively low profit margins
that occurred when input costs, especially feed prices, shot up.

It is particularly disturbing when our input costs increased dra-
matically, when other government programs, which occurred with
the implementation of ethanol subsidies, were put into place.

The Idaho Dairy Association is an associate member of the Na-
tional Milk Producers Federation, and will be closely monitoring
the development and implications of the NMPF proposal that we
have tagged with the name, Foundation for the Future.

I believe we will be able to strongly endorse, support, and lobby
for the proposed changes following the guidance established by the
legislative policies approved by the IDA membership.

My written testimony contains detailed information about the
NMPF proposal. And I recognize that you have also had other testi-
mony at other hearings on our proposal. As a member of the
NMPF’s strategic planning task force, we have spent numerous
hours in the development of other proposals. I will address any
questions you may have on the plan at the end of our testimony.

As I mentioned in my written testimony, there are other issues
that are very important to me and the dairy industry. Comprehen-
sive immigration reform is long overdue. Our dairies employ 57 in-
dividuals, the majority of whom are of Hispanic heritage. Our en-
tire workforce has legal documents.

Some of our Hispanic employees have been with us over 20
years. According to a recent study conducted by Boise State Uni-
versity, the Idaho dairy industry accounts for over 29,000 jobs. In
Idaho, 8,200 of those are on the dairy. The majority of those on the
dairy are held by foreign-born laborers. IDA, NDA, NMPF strongly
support the type of broad immigration reform for the agricultural
perspective that AgJOBS proposes.

Dairy farmers share the concerns of all Americans about secur-
ing our borders and protecting this country. And they are not will-
ing to sacrifice its security. However, failing to provide for orderly
flows of greatly needed workers has the potential to create the
enormous economic consequences for our industry, and do very lit-
tle to enhance our border protection. It is time for Congress to de-
bate about immigration and develop solutions to allow our current
employees to remain here.

The Trans-Pacific Partnership Free Trade Agreement also raises
concerns. Expanded dairy trade with New Zealand offers an en-
tirely one-way street since the FTA would open up no effective new
opportunity for the U.S. dairy industry in New Zealand, and even
the prospect of increasing access to other markets within the TPP
is limited. Because of this, producers everywhere throughout the
U.S., as well as many leading dairy processors, are seeking the full
exclusion of U.S.-New Zealand dairy trade from the TPP.

I want to thank you for the opportunity to testify on the issue
of dairy policies here today. Through IDA, NDA and NMPF, I am
excited about moving forward to working with the Members of this
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Committee on issues of critical importance to the state, regional,
and national dairy industry.

Mr. Chairman, I look forward to answering any questions from
the Committee pertaining to the dairy industry. Thank you.

[The prepared statement of Mr. Boer follows:]

PREPARED STATEMENT OF ADRIAN BOER, DAIRY PRODUCER, JEROME, ID

Chairman Peterson and House Agriculture Committee Members; thank you for al-
lowing me to testify today about dairy policy on behalf of Idaho Dairymen’s Associa-
tion.

My name is Adrian Boer; I'm in partnership with my wife, sons and daughter-
in-laws on three dairy operations in Jerome Idaho. Collectively we milk 5,000 cows.
I am active in the Idaho dairymen’s Association, serve on the Board of Directors of
Northwest Dairy Association (NDA) and for NDA serve on the Board of Directors
of National Milk Producers Federation (NMPF). For NMPF I serve on the Coopera-
tives Working Together (CWT) Committee and currently serve on the Production
Management Subcommittee.

The Idaho Dairymen’s Association (IDA) formed in 1944 and is an organization
comprised of all of the dairy producers in Idaho. It is funded by a $0.01/cwt check-
off and utilizes it funds to promote the interest of the Idaho dairy industry to indi-
vidual citizens, state and national legislators, governmental agencies, conservation
organizations, community groups and agricultural organizations to maximize the
understanding and appreciation of the Idaho dairy industry.

Northwest Dairy Association markets 7.5 billion pounds of milk annually from
550 dairy producers located in Idaho, Northern California, Oregon, Utah and Wash-
ington under the Darigold label. Darigold, which established in 1918, is an inte-
grated milk marketing cooperative withll milk processing facilities in the North-
west that make and distribute fluid milk, butter, cottage cheese, skim milk powder
and a variety of cultured products.

You have heard in other testimony before this Committee, that since early in 2009
the national dairy community has been facing an unprecedented financial struggle.
That is also true in Idaho and the Pacific Northwest; in Idaho alone last year it
is estimated that over $550 million of producer equity was eroded away and cur-
rently there is no relief in sight to stop the bleeding. We have literally lost genera-
tions of equity. Financial recovery may likely prove impossible for many, it is esti-
mated that over 50% of the dairy cattle in Idaho are in ‘unacceptable terms’ with
their lenders. Uncertainty hangs over their banking relationship. Many producers
are unsure if their lenders are waiting for the value of dairy cows and the land,
their main sources of collateral, to recover only to proceed to liquidate them.

Numerous reasons can be listed for the collapse of the dairy industry from a drop
in exports, to a huge increase in our input cost, to antiquated government programs.
Clearly it is time to take a close look at addressing our industry’s situation and
identifying solutions as individuals, as dairy organizations, and as a country.

The purpose of these hearings is to receive input on what the content of the next
farm bill should be. Representing the West I want to make sure we also cover what
it should not be. It should not put one commodity at risk while enhancing another
commodity as was done in the government ethanol subsidy programs that dramati-
cally increased our input cost and were devastating to Idaho’s livestock operations.
It should not favor one region of the country over another region as was dem-
onstrated in the recent appointments to the USDA dairy advisory committee, where
the west with over 50% of the milk production received on four (4) seats on the sev-
enteen (17) member committee. Finally it should not discriminate based on oper-
ation size, nor should it camouflage market signals such as the MILC program cur-
rently does by encouraging over production at times when the market is indicating
a reduction in production is needed.

That is what it should not be, so how would we propose we move forward?
Through my involvement with the different producer organizations, what has be-
come clear is that we need a combination of approaches to deal with the current
situation. To address the underlying problems that caused this crisis and the many
industry factors that have contributed to its depth and protracted nature, we need
to focus on solutions that avoid recurrences of this situation in the future.

Towards that end, last year NMPF created a Strategic Planning Task Force to
seek consensus across the dairy producer community and create a solid “Foundation
for the Future.” This past month I have been involved with the IDA District meet-
ings listening to concerns and attempting to explain a potential pathway for the in-
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dustry to unite behind so we can move forward. It is extremely important to develop
workable and realistic solutions that will garner broad support from dairy producers
nationwide in order to unify behind an approach as this Committee begins to con-
sider the next farm bill.

The current dairy industry financial crises demonstrates that it is time to dras-
tically change many aspects of current policy, some of which have existed for dec-
ades. Our existing dairy policies and programs were designed in an earlier time to
operate in a relatively closed domestic market. However, today’s market for U.S.
dairy farmers’ milk is greatly influenced by global demand and supply, as the record
prices of 2008—followed by huge declines in exports that led to the disastrous
plunge in 2009 that we are still currently operating under.

The NMPF proposed Foundation for the Future program is multi-faceted in prin-
ciple and needs to be looked at seriously for the future farm bill discussions. It seeks
to refocus existing farm-level safety nets; create a new program to protect farmers
against low margins; revamp the Federal Order milk pricing system; and establish
a way to better balance dairy supply and demand. Many of those testifying on be-
half of NMPF have already presented the following information but as a Member
of the Committee that was instrumental in the development I believe it is important
to reiterate them.

1. Refocusing Current Safety Nets

Both the Dairy Product Price Support Program and the MILC program are
inadequate protections against not just periodic low milk prices, but also de-
structively low profit margins that occur when input costs, especially feed
prices, shoot up. The Price Support Program, in particular, has outlived its use-
fulness and hinders the ability of U.S. and world markets to adjust to supply-
demand signals.

Discontinuing the Dairy Product Price Support Program (DPPSP) would allow
greater flexibility to meet increased global demand and shorten periods of low
prices by reducing foreign competition. Additionally, shifting resources from the
DPPSP toward a new income protection program would provide farmers a more
effective safety net.

As this Committee may recall, NMPF vigorously defended the importance of
the price support program, albeit modified to make improvements in certain re-
spects, in the 2008 Farm Bill process. But at the end of the day, it is clear at
this point that the dairy product price support program is not the best use of
Federal resources to establish a safety net to help farmers cope with periods of
low prices and is not the most effective way of achieving this goal.

e The DPPSP reduces total demand for U.S. dairy products and
dampens our ability to export, while encouraging more foreign im-
ports into the U.S.

The price support program effectively reduces U.S. exports, by diverting some
of our milk flow into government warehouses, rather than to commercial buy-
ers in other nations. It creates a dynamic where it’s harder for the U.S. to
be a consistent supplier of many products, since sometimes we have products
to export, and at other times, we just sell to the government.

e The Program acts as a disincentive to product innovation.

It distorts what we produce, i.e., too much nonfat dry milk, and not enough
protein-standardized skim milk powder, as well as specialty milk proteins
such as milk protein concentrate, that are in demand both domestically and
internationally. Because the price support program is a blunt instrument that
will buy only nonfat dry milk—and because that’s what some plants have
been built to produce, as opposed to other forms of milk powder—it puts the
U.S. at a competitive disadvantage to other global dairy vendors.

o DPPSP supports dairy farmers all around the world and disadvan-
tages U.S. dairy farmers.

Further aggravating measures, the current program helps balance world sup-
plies, by encouraging the periodic global surplus of milk products to be pur-
chased by U.S. taxpayers. Dairy farmers in other countries, particularly the
Oceania region, enjoy as much price protection from the DPPSP as our farm-
ers. Without USDA’s CCC buying up an occasional surplus of dairy proteins
in the form of nonfat dry milk, a temporarily lower world price would affect
our competitors—all of whom would be forced to adjust their production
downward—and ultimately hasten a global recovery in prices.

The DPPSP isn’t effectively managed to fulfill its objectives.
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Although the DPPSP has a standing offer to purchase butter, cheese and non-
fat dry milk, during the past 12 years, only the last of that trio has been sold
to the USDA in any significant quantity. In essence, the product that the
DPPSP really supports is nonfat dry milk. Even at times when the cheese
price has sagged well beneath the price support target, cheese makers choose
not to sell to the government for a variety of logistical and marketing-related
reasons. We have tried to address these problems, but USDA has to date been
unwilling to account for the additional costs required to sell to government
specifications. Once purchased, powder returning back to the market from
government storage also presents challenges, and can dampen the recovery of
prices as government stocks are reduced.

e The price levels it seeks to achieve aren’t relevant to farmers in 2010.

Even though the $9.90 per hundredweight milk price target was eliminated
in the last farm bill, the individual product price support targets: $1.13/lb. for
block cheese, $0.85 for powder, and $1.05 for butter—essentially will return
Class III and IV prices around $10/cwt. But in an era of higher cost of produc-
tion, that minimal price isn’t acceptable in any way, shape or form. The chart
below depicts the U.S. average cost of production and the effective level of
support the program provides for the average price dairy farmers receive for
milk in the U.S. As is clear from this graph, this effective price support level
is far below today’s cost of production.

We believe that with the current funding constraints facing Congress, we are
unlikely to see increased support prices. Even if it did, however, we would
likely face the same barriers described in the prior point.

In summary, discontinuing the DPPSP would eventually result in higher milk
prices for U.S. dairy farmers. By focusing on indemnifying against poor mar-
gins, rather than on a milk price target that is clearly inadequate, we can cre-
ate a more relevant safety net that allows for quicker price adjustments, re-
duced imports and greater exports. As a result of our DPPSP, the U.S. has be-
come the world’s balancing plant. As time marches on, so, too, must our ap-
proach to helping farmers. It is because of this that NMPF is now focused upon
a transitional process that shifts the resources previously invested in the dairy
product price support program, to a new producer income protection program.

2. Dairy Producer Income Protection Program.

As mentioned above, existing safety net programs (the price support program,
and the MILC program) were created in a different era. Neither was designed
to function in a more globalized market, where not just milk prices, but also
feed costs and energy expenses, are more volatile and trending higher. In the
future, the solvency of dairy farms will depend more on margins (the difference
between input costs and milk prices) than just the milk price alone. In order
to address this dilemma, NMPF is proposing a revolutionary new program
called the Dairy Producer Income Projection Program (DPIPP). It will help in-
sure against the type of margin squeeze farmers experienced in 2009, and also
at other points in the past when milk prices dropped, feed costs rose—or both
conditions occurred in tandem.

In developing the Dairy Producer Income Protection Program, a few impor-
tant principles are being followed:

o Losses caused by either low milk prices or high feed costs need to be covered.
e A farmer’s cost for basic protection must be kept low or nonexistent.

The level of protection available should be flexible, and producers should be
able to purchase a higher level of protection if they choose.

e The program should be voluntary, national in scope, and open to all dairy
farmers, regardless of size.

The program should not provide incentives to create artificial over-production.

The program must be easy to access by all producers through a simple appli-
cation process or through the assistance of their cooperative.

Essentially, the Dairy Producer Income Protection Program (DPIPP) is in-
tended to be a farm-level safety net program focused on margins, rather than
just on prices, in order to create a better tool to deal with global price volatility.
DPIPP would offer a combination of a base level of insurance, coupled with vol-
untary supplemental coverage, will allow farmers of all sizes in all regions to
protect themselves from periodic margin squeezes caused both by high input
costs and low milk prices.
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As a substitute for the other two safety nets, DPIPP would involve two levels
of insurance against negative margins. The first would be a base level of cov-
erage, subsidized by the government that covers a portion (but not 100%) of a
farm’s historical annual milk production, and protects against a modestly nega-
tive margin between milk prices and feed costs. The second level would be op-
tional, and allow a farmer to purchase a greater level of coverage, with a por-
tion of that insurance subsidized by the government.

Key elements include:

Defining margin as the difference between the national all-milk price

and key feed inputs.

The all-milk price is the best proxy to define what an average nationwide

price is for milk each month. Feed costs are represented by corn, soybean

meal, and alfalfa hay, and the cost of those is also tracked monthly by USDA.

The difference between the per hundredweight price of milk, and the cost of

feeding cows, will establish this program’s margin.

e The government will invest to help defray the cost of a basic level of
margin insurance for all farmers.
A significant portion—but not 100%—of a farm’s historic production base will
be eligible for coverage. Indemnifying against part, but not all, of that farm’s
milk volume will ensure that the program does not stimulate overproduction.
Once the numerical margin target is established, it will be fixed for the life
of the farm bill. USDA will calculate actual margins on a monthly basis and
make indemnity payments quarterly, as market conditions dictate.

e Producers will have the option of purchasing an additional level of

coverage.

For a fee, farmers who wish to insure a higher level of margin protection will

have that option, with the premium partially subsidized by the government.

The premium will be calculated by the probability or frequency of payments

of the specific level of coverage selected. Producers will have a year after im-

plementation of the farm bill to sign up for additional coverage.

The DPIPP will be equitable and national.

This program is designed to have no payment limitations, or production caps,
thus ensuring that dairy farms of all sizes will be covered proportionately.
The DPIPP will allow for new entrants, i.e., new farming options, but only
under strict parameters so the system can’t be gamed. The program will be
administered by the USDA through the Farm Service Agency (FSA) or the
Risk Management Agency (RMA).

3. Federal Milk Market Order Reform.

Since 2004 when Federal Order 135 was voted out both Idaho and Utah be-
came unregulated milk markets not falling under the protection of either State
Milk Marketing Orders, like you find in California or Federal Milk Marketing
Orders as is found in Oregon and Washington and most of the country. However
we support the goal to develop a pricing system that establish a competitive pay
price for milk that doesn’t depend on the current milk pricing formulas that can
distort signals sent both to producers and processors. Revamping Federal Or-
ders, we can encourage the movement of milk to its highest-value uses. The end
result should compensate producers fairly, reduces price volatility, and creates
a more dynamic dairy industry.

4. Production Management.

For the past 7 years, NMPF’s Cooperatives Working Together (CWT) program
has voluntarily helped to address the supply side of the supply-demand equa-
tion that ultimately determines milk prices. We need to both revitalize Coopera-
tives Working Together, and evaluate other approaches that will address the ex-
tremes in price volatility impacting producer profit margins. The IDA’s current
policy position strongly supports voluntary production management and allows
us to support mandated programs as long as a national referendum is part of
the process.

The dairy farmers I have met with this past month at the IDA District meetings
all recognize that something has to be done, the current programs are no longer in
the best interest of dairy producers or consumers.

Two other concerns I would like to briefly discuss are Immigration Reform and
the Trans-Pacific Partnership FTA.
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Now, more than ever, dairy producers urgently need Congress to act on agricul-
tural immigration reform. Immigrant labor plays a very important role in contrib-
uting to the success of America’s dairy industry. A large percentage of the hired
workers on dairy farms in the west are foreign born labors. According to a recent
study conducted by Boise State University, the Idaho dairy industry accounts for
over 29,000 jobs in Idaho 8,200 of those are on the dairy, the majority of those on
the dairy are held by foreign born labors. IDA, NDA and NMPF strongly supports
the type of broad immigration reform for the agriculture sector that AgJOBS (H.R.
2414) contains and the visa program proposed by H.R. 1660, the Dairy and Sheep
H-2A Visa Enhancement Act.

Dairy farmers share the concerns of all Americans about securing our borders &
protecting this country and they are not willing to sacrifice its security. However,
failing to provide for orderly flows of greatly needed workers has the potential to
create enormous economic consequences for our industry and do very little to en-
hance our border protection. We urge Members of Congress to join as cosponsors of
H.R. 2414 and H.R. 1660 to once and for all address the endemic labor shortage
in the dairy farming sector and allow for dairy producers to work within the agricul-
tural visa system.

The Trans-Pacific Partnership FTA also raises concerns. Expanded dairy trade
with New Zealand offers an entirely one-way street since the FTA would open up
no effective new opportunity for the U.S. dairy industry in New Zealand and even
the prospect of increasing access to other markets within the TPP is limited. Be-
cause of this, producers everywhere throughout the U.S., as well as many leading
dairy processors, are seeking the full exclusion of U.S.-New Zealand dairy trade
from the TPP.

Thank you for the opportunity to testify on the issue of dairy policies here today.
Through IDA, NDA and NMPF I am excited about moving forward to working with
the Members of this Committee on issues of critical importance to the state, regional
and national dairy industry. Mr. Chairmen would you like me to answer any ques-
tions from the Committee.

The CHAIRMAN. Thank you very much, Mr. Boer, for that testi-
mony.
Ms. Siddoway, welcome to the Committee.

STATEMENT OF CINDY SIDDOWAY, LAMB PRODUCER,
TERRETON, ID

Ms. SibpowAy. Thank you, Mr. Chairman. And I welcome the
Committee as well.

My name is Cindy Siddoway, past President of the American
Sheep Industry Association. And on behalf of our nation’s sheep in-
délsﬁry, and the Idaho Wool Association, I want to welcome you to
Idaho.

Our family owns and operates a five generation sheep ranch in
eastern Idaho with 20,000 head of ewes and lambs. We are ex-
tremely proud of our rich heritage in Idaho and in the sheep ranch-
ing industry.

We currently operate the ranch much the same as our fore-
fathers. Our experience on the land has led to some changes in our
management style. Having lived here for generations, we have
learned some valuable lessons about managing our ranch to sur-
vive drought, predators, severe winters, and to benefit rangelands,
water, and wildlife.

Sheep ranching plays a vital role in Idaho’s rural communities,
where sheep provide food and fiber, and are a key use for grazing
and pasture management.

I appreciate this opportunity to participate in discussions on the
next farm bill. And I want to thank the Committee for the livestock
programs included in the current farm bill. I am especially pleased
with the inclusion of coverages for losses of confirmed wolf kills to
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livestock, included in the Emergency Assistance for Livestock Pro-
gram, or EALP.

For sheep producers, the 2008 legislation extended the loan defi-
ciency program for wool, and increased the base loan rate from $1
per pound to $1.15 per pound that was recently implemented. How-
ever, the loan rates have consistently been less than market prices
over the years, even though wool prices have varied dramatically
from the inception of the loan program in 2002 to the present.

A review of the nine wool categories, the loan rate, and the for-
mula used at a comparison to other USDA fiber programs, may be
necessary to deliver a more workable safety net for producers.

The National Sheep Industry Improvement Center is also author-
ized under the current legislation. Their program is designed to
fund business ventures through grants, with much needed capital,
to strengthen the sheep industry infrastructures. We request the
National Sheep Industry Improvement Center be continued in the
next farm bill.

With the sixth generation in the Siddoway family now learning
the business of running a large range herd operation, a plan to in-
crease sheep inventory, production, market and infrastructure is
very important to me and to our industry.

However, several impediments stand in the way of achieving this
expansion; first, increased degradation, especially from wool. Sec-
ond, lack of dollars for scientific research and possible disease
transmissions between domestic sheep and Big Horn sheep. Third,
grazing allotments being phased out in the national forests, even
though allotments that were phased back years ago due to per-
ceived wildlife or recreational conflicts are available, and should be
brought back into production and multiple use. And fourth, in-
creased problems with the H-2A worker program in maintaining
an experienced, stable labor force.

I applaud the National American Sheep Industry Association for
initiating a national plan to stabilize sheep production, and rebuild
inventory, and to prioritize the most critical items needed to in-
crease production.

The declining inventory of sheep since 2005 is of great concern
to our industry. And we are working hard to change this trend.
However, young people today are reluctant to enter an industry
when the Federal Government implements policies that create
hardships and negates any possibility of profitability.

A final issue for the sheep industry, is mandatory price report-
ing. Accurate market information is critical to producers, and pro-
vides needed transparency in making marketing decisions. The
sheep industry requests the Committee to reauthorize the manda-
tory price reporting before it expires in September.

Thank you, Mr. Chairman, and Members of the Committee.

[The prepared statement of Ms. Siddoway follows:]

PREPARED STATEMENT OF CINDY SIDDOWAY, LAMB PRODUCER, TERRETON, ID

On behalf of the 82,000 family farms and ranches that produce sheep in America,
of which 1,200 are right here in Idaho, I am very appreciative of this opportunity
to discuss our nation’s agricultural policy with the agriculture leadership of the U.S.
House of Representatives.

I am Cindy Siddoway, past President of the American Sheep Industry Association
(ASI), the national trade organization of the sheep industry. My family and I own
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and manage a five generation sheep ranch in eastern Idaho with 20,000 head of
ewes and lambs. We are extremely proud of our rich heritage in Idaho and in the
sheep ranching industry.

A half a billion dollars in lamb, wool, sheep milk and breed stock sales at the
ranch level supports an additional $1.3 billion in economic activity for a total con-
tribution to the nation’s economy of $1.8 billion. The industry is a mainstay of many
rural communities including many in Idaho where sheep are a key use for grazing
and pasture land.

Our industry greatly appreciates the opportunity to participate in the current
farm bill as well as in this and future hearings with the Committee as you prepare
for the next farm bill.

Sheep producers were encouraged when the 2008 legislation extended the loan de-
ficiency program for wool with an increase in the base loan rate from $1.00 per
pound to a $1.15 per pound. That loan rate increase was implemented January of
3010 and so far there 1s still only one of the nine loan categories being used by pro-

ucers.

Total wool payments nationally, since inception of the program in 2002, range
from $6 million to $8 million annually. This is far under the original CBO projection
of $20 million per year. We believe this is primarily due to the fact that participa-
tion has been in only one loan category—a category that was intended as an oppor-
tunity for the smallest farms to participate in the program even though their vol-
ume of wool didn’t justify the expense of quality testing.

The rest of the loan categories are geared to specific grades of wool that match
the actual trading in the international wool market and are determined by yield and
grade testing that producers conduct on their wool. The loan rates have consistently
been less than market prices over the years even though wool prices have varied
dramatically between 2002 and 2010.

An increase in the base loan rate and a discussion of the loan rate formats similar
to those currently used by other USDA fiber programs may be in order to deliver
a “workable” safety net for producers.

The current legislation also authorized a Sheep Industry Improvement Center
under the U.S. Department of Agriculture. This program, to be implemented and
administered by the Agricultural Marketing Service, is designed to fund business
ventures that strengthen the sheep business infrastructure from wool warehouses
to processing equipment to lamb slaughter companies.

The farm bill provided a million dollars in mandated spending and authorized ap-
propriations up to $10 million per year through 2012. We anticipate the oversight
board will be appointed by the Secretary and the program will be operational before
the Committee finalizes the new farm bill. We believe the Center will provide much
Igeﬁeded capital to the industry and would request it be continued in the next farm

ill.

A national plan to increase the sheep inventory of the United States is being devel-
oped in 2010 by lamb and wool companies, sheep producers and feeders to address
the shortage of sheep production in America. We anticipate that portions of the plan
may fit the Committee on Agriculture’s goals in the 2012 Farm Bill.

The entire sheep industry and the lamb and wool business chains from farm to
processor have been working to build a plan that prioritizes the most critical items
needed to increase sheep production. Producers and companies alike believe they
must find ways to replace retiring producers and attract new producers or the infra-
structure of the industry will be at risk. Fewer companies mean less competition
and less ability to market to American consumers and to export markets. The lack
of both lamb and wool volume continues to squeeze the ability of businesses to buy
and process our annual crops. Declining inventory of sheep since 2005 has not been
due to any collapse in lamb prices at the farm gate nor extreme volatility of lamb
prices. In fact, lamb prices weathered the recession better than other categories of
livestock, yet we still lost production.

We look forward to sharing the plan to stabilize sheep production and rebuild the
inventory, which is positive for rural economies and sheep farms and ranches.

Of interest to the Committee is a report issued this winter titled Nontraditional
Lamb Market in the United States: Characteristics and Marketing Strategies.
www.sheepusa.org. Fully %3 of American lamb production is now sold through small-
er markets and nontraditional markets from direct consumer sales of lambs to farm-
ers markets and to small processors serving local communities. The dramatic shift
in lamb marketing of the last 5 years is changing the sheep industry as it strives
to serve traditional retail and food service accounts as well as the increasing non-
traditional markets.

One issue that has not changed from the sheep industry perspective since the
2008 Farm Bill is the international situation. The United States has no barriers to
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lamb meat imports and as such has become the market of choice for lamb exporters
from around the world. However, we have not had new markets opened up to our
products, including China.

Similarly, the European Union continues to provide subsidies to sheep producers
estimated at $2 billion annually under their whole farm payments. Additionally, the
European Union maintains strict and effective tariff rate quotas on lamb imports.
Our industry looks to both the Agriculture Committee’s role in industry programs
in the next farm bill and the Committee’s role in pushing for aggressive reform of
Europe’s agriculture programs and barriers to assist the domestic sheep business.

We greatly appreciate the opportunity to discuss the sheep industry with the
Committee and commit our support to the effort of drafting the next farm bill

The CHAIRMAN. Thank you very much for that testimony, Ms.
Siddoway.

First of all, Mr. Bitner, are you using the cold weather variety
of grapes out of Minnesota at all in Idaho?

Mr. BITNER. Fortunately, we don’t get that cold here.

The CHAIRMAN. It’s kind of cold here today.

Mr. BITNER. You know, we’re high altitude grape growing. But
most of our grapes are planted on the south-facing slopes along the
Snake River, so the cold air drifts away from us.

The CHAIRMAN. Mr. Lyons, on the estate tax, the current system
doesn’t allow for a stepped up basis. Are you familiar with that at
all.

Mr. Lyons. Yes, I am.

The CHAIRMAN. And for my farmers, the stepped up basis is a
bigger issue than anything else in terms of the impact that it’s
going to have. You know, we used to have that before we got into
this whole thing about getting rid of it. And we've lost the stepped
up basis.

So how does that affect your situation? My guys are telling me
that’s more important than what the exemption or the rate is.

Mr. Lyons. Okay. Let me clarify that I do actually know what
the stepped up basis is. It is you are taxed at a certain level at
more income; is that correct.

The CHAIRMAN. Yes.

Mr. LyoNs. Okay. Not from the Association’s standpoint, but my
own, I was never a big fan of taking what another man built no
matter if he was worth $30 million or $10, and giving it back, and
having the Federal Government dole it out as they see fit. What
I've seen on my own—and it’s pretty well proved in the third gen-
eration, they do that for you.

So not to me. I'm sorry. That was kind of a snippet.

But, yes, I was never in favor of that. I just thought what a man
builds, and pays taxes on to the end, should be his to dole out as
he sees fit.

The CHAIRMAN. Mr. Boer, I don’t know if I have a question for
you. I just want to commend the work that you guys have been
doing with NMPF. I think you’ve really gotten ahead of looking at
the fact that your system was not working.

And if you had told me 2 years ago that NMPF would be where
they are at right now in the industry, I would have told you, you
are nuts.

So I want to commend you for the work that you are doing. We,
as the Committee, have been very much kept abreast of this, and
we've been meeting on a regular basis, and been updated on your
work.
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So I guess I would say, keep it up. And we hope that you will
come to a successful conclusion here in the next few months. It
sounds like you are moving in that direction.

Mr. BOER. Yes.

The CHAIRMAN. I guess the only question might be, the latest
iteration that’s happening here with the so-called production man-
agement part of the equation. Are you involved in that part of
things at all.

Mr. BOER. Yes, I am. I'm part of that—what they call the “pro-
duction management committee.” And we have come upon a plan
that we think we can bring to the full board, and come to a conclu-
sion, and get agreement.

The CHAIRMAN. So that’s moving along in a positive manner?

Mr. BOER. Yes.

The CHAIRMAN. I think I know what that is. I think we were
briefed on that.

Mr. BOER. Okay.

The CHAIRMAN. I actually introduced a bill very similar to that
about 10 years ago. At that time, it didn’t get a lot of support. But
anyway, you guys are doing a good job.

And I think you are showing the rest of agriculture what needs
to be done under this circumstance we’re in. With the budget being
the way it is, and all these questions we have, I think it’s time for
us to be looking at how we’re doing things.

Mr. BOER. Agreed.

The CHAIRMAN. We need to make sure we have programs that
work given where things are in 2010. Thank you.

And, Ms. Siddoway, I was mostly responsible for raising the loan
rate in the last farm bill for wool. I guess I'm surprised to hear
that only one of the parts of it is working.

Can you explain that to me a little bit better, in a little more de-
tail?

Ms. SIDDOWAY. Yes. The way that the market works, of course,
Australia is a big player in it. And we are fairly a small player in
the world market.

There is such a discrepancy in the price from the coarse wool to
the fine wool, and it fluctuates a great deal throughout the year.
So producers, they are finding it’s easier just to go with the
ungraded.

The CHAIRMAN. And that’s the $1.15.

Ms. Sibbpoway. Well, that’s where it stands. Right now, it’s pay-
ing about 29¢ on the loan deficiency payment. But, yes, initially
when we brought this program forward, the request was for $1.20
for the base rate, and it was at $1. And so I appreciate your help
in raising it. And hopefully, that increase will help us a little.

The CHAIRMAN. There are nine different categories.

Ms. SibpDowAY. Nine different categories depending on the finest
of the wool. The extremely fine wool folks that are 18 and under,
which are only probably ten percent of all the wool in the U.S,,
greatly benefit from having that category, because that’s super fine
wool. But, it’s not in a lot of production areas.

The CHAIRMAN. Right.
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Ms. SIDDOWAY. So the other categories are just not being utilized.
So we would like to look at it. We would like to sit down and look
at it.

The CHAIRMAN. We'll take a look at that. And that’s one of the
reasons we're having these field hearings.

Ms. SibpowAY. Thank you very much.

The CHAIRMAN. The gentleman from Oklahoma.

Mr. Lucas. Thank you, Mr. Chairman.

Mr. Lyons, your ranching operation, I don’t have a lot of experi-
ence in your neck of the woods; cow/calf stocker, which way do you
go?

Mr. Lyons. I’'m a cow/calf. We sell our calves——

Mr. Lucas. When do you calve.

Mr. LYoNs. We calve in the spring. This area is pretty much
dominant spring calves.

Mr. Lucas. In the typical ranching operation, how many acres to
a cow pair do you run.

Mr. Lyons. Well—

Mr. Lucas. And I know typical is a difficult thing to do.

Mr. Lyons. I'll talk about irrigated pasture and a guy who has
his own place. Most of us are based in the BLM, or Forest Service,
or state lands. And that, on the average, I believe, is around 20
acres.

Mr. Lucas. It’s not that much different from home. Impressive.
EQIP, you mentioned that after participating in long-term con-
tracts, you chose basically to get out of the program. I assume that
means that you, as indicated in your testimony, what was required
to get it done, and the way it was set up, and what was deter-
mined, it just wasn’t in your schedule, your agenda.

Mr. LYONS. Yes, to reach the goals it was—I guess I could give
a simple example. We had a 10,000 gallon water tank we were set-
ting in the spring up on the hill, piping the water into the tank.
The tank was a quarter inch steel. And it was a bear to get it up
there. And they wanted us to paint it. Well, it actually cost me
more to paint the tank than it did to put in the entire system my-
self. So I said, no thanks.

And that’s kind of a simple thing. But I imagine somewhere,
somebody messed with the system, and put up some crappy tank
somewhere. So from then on, you need to paint the tanks. Well, it
was just cheaper for me to say, no. I hate to paint. So I just—it
will be there—it will be there a long time when I'm gone.

Mr. Lucas. Understood.

On the tax issues, the stepped up basis system, and that’s an on-
going debate back East about how that should be handled. Some
folks view it as important that the stepped up basis be allowed. So
if you ever sold what you inherited, you wouldn’t be tagged with
a huge, huge tax on the gain.

Others argue, if you are really going to keep the property in the
family for generation after generation, you are not going to sell the
stuff; therefore, it doesn’t matter.

From your perspective, it sounds like you are one of those more
multi-generation looking kind of individuals. Is that a fair assess-
ment?
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Mr. Lyons. Yes, it would be a fair assessment. Just looking down
the road, it’s really tough to get into an operation. Here in Idaho,
your best opportunity is to buy small ground. And hopefully, pur-
chase AUMs, which are Federal grazing permits, and state grazing
permits. That’s your best way.

To touch private property is almost nonexistent. It may be due
to the fact that lots of things are cyclical. You saw the land try to
balloon just in the last couple of years, and now they are dropping.
And they will probably drop to where they become more feasible,
and more realistic to what actually can be produced on the ground.

Land is not made any more. So there are a lot more people with
different types of interests willing to purchase land. That makes it
competitive. As far as paying for it with cows, it almost becomes
nonexistent.

So in order to keep it in the family, and that would be my pas-
sion, is for the family to hold on to it. So that opportunity, be it
a cousin, a nephew, whatever, that that opportunity still be there
if they want to work the land.

Mr. Lucas. Mr. Boer, Ms. Siddoway, does EQIP work for either
one of you in the present form of the program?

Mr. BOER. No.

Mr. LucAs. So you managed all your nutrient issues, you handle
your watering issues strictly out of your own operating budget.

Mr. BOER. Yes, we do.

Ms. SIDDOWAY. Our operation has not worked with EQIP. But I
was Chairman of the state FSA committee. And many farmers and
ranchers do benefit from it. So I do see some value in it, although
personally we have never used it.

Mr. Lucas. Thank you. Thank you, Mr. Chairman.

The CHAIRMAN. Ms. Herseth Sandlin from South Dakota.

Ms. HERSETH SANDLIN. Thank you, Mr. Chairman. Thank you to
our witnesses.

And, Mr. Lyons, can you talk a little bit about your thoughts on
the state of competition in your respective livestock industry. The
Department of Justice and USDA are holding competition work-
shops throughout the country.

You had mentioned, Ms. Siddoway, the importance of us to be
authorizing mandatory price reporting, it certainly is important for
transparency in the market, to ensure competitive fair markets.

Do either of you have thoughts on these workshops, on the state
of competition within the beef cattle, or sheep, and land industries?
Anything more that we can do in the farm bill in terms of the live-
stock title as it relates to the fairness of the contracts and the
transparency issues?

Ms. SIDDOWAY. I guess I did talk about mandatory price report-
ing. For the sheep industry, we’re so much smaller, of course, than
the cattle industry. There are probably three major packers in the
U.S., and the transparency in marketing is very important to us,
as well as the price for the foreign product.

The sheep industry, of course, has no tariff barriers here in the
U.S., so we are dealing with imports. And that is of great concern
to us. And knowing what’s being paid for on those imported prod-
ucts is very important.



437

Especially, when the value of our dollar was up. No matter how
good a manager you were, it was very hard to compete with a for-
eign product, because so much of it was coming here to the U.S.
Thank you.

Mr. Lyons. Yes, thank you. If you want to start a fight scene
within cattlemen, you talk about competition within the market.
That’s been an area that has been pretty contentious within the in-
dustry. One is leaning more to protectionism; one is leaning more
to open markets.

I could talk about one of our biggest problems may be within the
packing industry. There are less and less packers. And it almost
seems to be a cyclical thing to me. But, in order to be competitive
within the market, you have to be so big. You have to run some
more cattle.

In order for a smaller plant to exist with the regulations that are
handed to it, or with the compliances that they need, it truly is not
profitable. So then your segments of your industry keep combining.

And that’s where I see a real problem—increased regulation, and
increased bureaucracy on the segments in the industry. And it
seems to make them consolidate.

An example would be the Holbrook case in California. Be that
what it may, take that all apart, that plant doesn’t exist any more.
Those people don’t work there. That market is not available any
more. Was it necessary? It was necessary to deal with it, maybe the
animal cruelty. But I don’t know that it was necessary to wipe out
an entire part that was viable to a lot of guys who slaughtered cull
cows over that issue.

That’s what it seems like, a lot of small issues turn into huge
issues; and therefore, consolidate the industry to where it becomes
a monopoly.

Ms. HERSETH SANDLIN. I appreciate both of your responses, and
how in terms of the consolidation of the packers, either regionally
or domestically, and the importance of knowing price transparency
on what’s coming in from the foreign animals as well.

I guess that segues into another question about animal ID. And
whether you are talking about a split opinion for the industry, or
the potential for additional regulations that can cause unintended
consequences.

As you know, USDA’s current animal traceability initiative, after
listening sessions occurring, and now a new Administration now
puts the responsibilities on the states to develop the animal identi-
fication traceability systems.

What are your respective personal opinions, and perhaps associa-
tion positions, on animal ID? Do you support the state adminis-
tered approach? Do you think at some point a Federal animal ID
traceability issue is needed?

Ms. SIDDOWAY. In the sheep industry, it’s fairly easy to traceback
to original owners, and to the original ranch. As far as traceback
to the individual ewe that had that lamb, it’s very difficult. That
would not work in the sheep industry at all.

We can tag, and we do, we put a straight B tag in to show the
ranch of origin. We also raise elk, and there is ID through the
State of Idaho on that. And it become very, very complicated to
keep track of all of those ID numbers.
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So when I look at what we go through on the elk side of our
ranch, I see it would be very difficult to have that in the sheep in-
dustry. Although we are complying with our straight B tag.

Ms. HERSETH SANDLIN. Mr. Lyons.

Mr. LyoNns. Yes, we were happy to see it come back to the states.
We've always been for volunteer ID. And we’ve felt from the state’s
perspective, the fascinating thing about the cattle industry is it is
so diverse as you travel just from here to Wyoming, to Nebraska,
and what one individual does in one state to identify their cattle.

And lots of states will have some unique opportunities that will
fit within the whole picture to give you a way to trace cattle back
without being a huge detriment to the cow/calf producer. Because
all things roll downhill.

I mean, you can go down to the meatpacking plant and tell them
all things need to be identified, and this is what it will cost you.
But it will come back to the cattle. That’s just the way it works.

So from my perspective, I was excited to hear that we would be
able to have an opportunity to identify through the State of Idaho.

Ms. HERSETH SANDLIN. Thank you, Mr. Lyons. Thank you, Ms.
Siddoway.

The CHAIRMAN. The gentleman from California.

Mr. CosTA. Mr. Bitner, I support your industry on a regular
basis. Have you participated in Market Access Program? I know in
California we used it, and we’re trying to. I mean, it’s very difficult
in exporting our wine products. But what’s your experience?

Mr. BITNER. As a small producer, a thousand case producer, I
haven’t. And I depend upon 75 percent of my wines being sold at
retail from our little tasting room out in the country. Our largest
producer is St. Chapelle, at 180,000 cases, participated in that. But
most wineries here in Idaho are in the 25,000 cases.

Mr. CosTa. What kind.

Mr. BITNER. Cabernet, Merlot, Chardonnay.

Mr. CosTA. I will have to try it. Do you have problems with the
glassy-winged sharp shooter, or some of the other invasive pests
that we'’ve got in other parts.

Mr. BITNER. You know, we haven’t. And like I said, I'm Chair-
man of the National Grape Growers. So I spend a lot of time with
California growers encouraging them to come to Idaho, because we
don’t have all the issues you have there. As far as the glassy-
winged sharp shooter, one of the vectors are oranges. So we don’t
grow a lot of the warm climate things that become a vector for it.

Our soils are different. So we don’t have a lot of those issues.
Our rainfall is 7 inches. So we don’t have a lot of mildew problems.
Water is cheap. Land is cheap.

Mr. CosTA. Good. Good.

Mr. Lyons, I appreciate your Will Rogers sense of humor added
to this discussion. You've certainly told us how you feel about ani-
mal ID. What’s the size of your cow/calf operation?

Mr. LyoNs. We're sketchy on repeating that in public. Is that
rude.

Mr. CosTA. No. Where I was going with this, my cousin has a
cow/calf operation. And you answered Congressman Lucas’ question
on your per acre per cow. But you have experience with BLM, obvi-
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ously, with the land that you and your uncle have isn’t sufficient
to support your cow/calf operation.

Your relationship with the BLM is pretty good?

Mr. Lyons. I enjoy the people I work with day-to-day on the
ground.

Mr. Costa. What’s your lease arrangement with BLM.

Mr. Lyons. Well, it works on a 10 year renewal rate. And what
happens is, is we set provisions within the lease permit. It’s actu-
ally a permit. So what we hope to accomplish, what——

Mr. CosTA. Do you have a fee to pay on that.

Mr. Lyons. I pay, I believe, this year, $1.37. It fluctuates.

Mr. CostA. Mr. Boer, my time is short, but, both the Chairman
and I have a lot of interest in dairy. I'm a third-generation dairy
family, but you milk a lot more cows than we did.

The average size of a dairy in Idaho is?

Mr. BOER. Excuse me. I want to guess about 500 to 700, some-
where in that area.

Mr. CosTA. Among the elements of the program you talked about
with NMPF is the elimination of the Dairy Product Price Support
Program, and the Milk Income Loss Contract program, with new
income protection.

You know that we are aware of, in the last 2 years, we've lost
$11 to $12 million in equity in the dairy industry. And across the
country, some say it’s higher.

Is an insurance component going to replace part of that? How do
you think that’s going to be able to cover those kind of losses?

I mean, obviously, we want to narrow the boom and bust cycles
that are more prevalent today. But I don’t know how you create an
insurance program that is part of your proposal that will cover
those kind of losses.

Mr. BOER. It is. I haven’t been a part of that committee, but
what I do know about it is—the proposal is for the initial piece.
The insurance would cover the catastrophic drop in milk prices.

In fact, what was proposed from some of the graphs that I have
seen, the only time it would have come into play was in 2009.

Mr. CosTA. No, I saw that. We had that at our last presentation.

Mr. BOER. Okay.

Mr. CosTAa. I'm working on an alternative proposal. But being
able to control production with a mechanism that will allow them
to have some control over their price. Because when I grew up, the
joke was: when dairy prices are down, dairymen produce more
milk. And when the dairy prices are up, they produce more milk.
And it doesn’t work any more.

So I applaud all of the—I mean, of course, as the Chairman and
I noted, £9 per hundredweight. You have $15, $16 per hundred-
weight input cost will make believers out of a lot of folks in terms
of change in the paradigm.

I just think that, in terms of bringing the industry together, not-
withstanding the crisis, that we’ve got to give you as producers,
which is my family, and some of my family some better control. I
mean, so that the industry can grow. But those who don’t want to
grow, aren’t punished by overproduction. What are your thoughts?

Mr. BOER. Well, exactly. I would agree totally. When milk prices
are up, we produce more milk. When prices are down, we produce
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more milk. That’s continuing to happen. We have a voluntary pro-
gram right now through National Milk Producers Federation.

Mr. CosTA. The herd production.

Mr. BOER. Yes, the herd production.

Mr. CosTA. Yes, it won’t work very well.

Mr. BOER. It’s the only mechanism we have in place right now.
And it’s voluntary. We have about 25 participation. That doesn’t
seem to be palatable any more.

The plan that we were trying to come together with is a margin
plan. So that when margins start shrinking, that there would be
an automatic trigger come into play that we would all participate
in.
We would all have to reduce production by a percentage that’s
predetermined, one or two percent, so that no one is really affected
disproportionately. And when that margin expands back to the pre-
determined margins for 2 consecutive months, then the program
will be eliminated. So it has automatic triggers and automatic re-
tractions of the program. So that’s the important part of what we
say.

Mr. CosTA. My time has expired. But I'll be happy to share with
you the proposal that we have been working on. I just think that
there have to be some supply side signals that relate to the produc-
tion.

Because from my experience, that old Einstein quote, “One defi-
nition of insanity is to continue to do things the way you always
have done, and expect to get different results.”

Mr. BOER. Yes, sir, agreed.

The CHAIRMAN. I thank the gentleman.

The gentleman from Idaho, Mr. Minnick.

Mr. MINNICK. Mr. Boer, continuing the discussion of my col-
league from California about an alternative to the six existing Fed-
eral milk support programs, dairy programs, which cumulatively, if
I listen to your testimony, have caused Idaho producers, dairymen,
very efficient dairymen, to lose about 15 percent of their entire net
worth in this last down cycle.

I encourage you, and applaud you for wanting to try something
else. And I'm curious with respect to this new proposed income pro-
tection insurance program.

Would this be a program that a participating dairyman would
pay a part of the premium, or would that be ultimately supplied
by the taxpayer.

Mr. BOER. The initial part as proposed would be supported by
the government. And any additional premium for a higher level of
return, the producer has that option whether to take it or not take
it.

Mr. MINNICK. So a maintenance level would be paid for by the
participating dairyman.

Mr. BOER. Yes.

Mr. MINNICK. And to extend you wanted a richer program——

Mr. BOER. Exactly.

Mr. MINNICK.—you had to have more income in order to pay your
bank to maintain your operation, you would pay for that increment
in premium.

Mr. BOER. Yes.
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Mr. MINNICK. And would there be an upper limit as to how much
income you could insure as opposed to what you get in a very good
year.

Mr. BOER. I've not been that close to that program yet. They
have talked about an upper limit. I think it makes some sense to
have some limit. The thought is the higher it costs, the higher you
go, the more it is going to cost.

Mr. MINNICK. And there would be production controls to the ex-
tent that you paid for the richer program, so that you don’t essen-
tially buy insurance on a program that’s going to worsen the——

Mr. BOER. If, in fact, we come to some conclusion and agreement
on another plan that’s been proposed, right.

Mr. MINNICK. According to your modeling, would the cost to the
taxpayer be more or less for this kind of program, as opposed to
the composite of the six programs that we currently have.

Mr. BOER. I haven’t seen that number either, but I would say,
much less.

Mr. MINNICK. Well, certainly, I want to applaud you for taking
this initiative. Because it’s clear to me at least, that we’ve got to
do something different to protect our most efficient producers,
which you represent. So thank you for doing that.

Ms. Siddoway, can I ask you a question with respect to the fund-
ing that’s going to the National Sheep Industry Improvement Cen-
ter. And one of the priority projects that some of your colleagues
have talked to me about is research on Pasteurella.

And the problem that we may be facing if the Forest Service and
the biologists decide we have to separate domestic sheep from habi-
tat that is incidentally occupied by Big Horn wild sheep.

If we get a decision by the Forest Service that enforces separa-
tion, what priority would you give to funding for this kind of pro-
gram that might develop a vaccine, or in other words, mitigation
that would allow your industry to continue in these areas that are
now threatened?

Ms. SiDDowAY. Thank you. I appreciate the opportunity to re-
spond to that question. Research dollars are definitely needed. De-
cisions are being based on nonscientific evidence on the separation.

We need the firm scientific evidence to show that there perhaps
is transmission. We really don’t know that yet. The policy is being
made on the fact that maybe that does happen, which is totally un-
fair to the sheep industry. Plus it gets in the way of finding what
really is causing the problem.

Big Horns are dying off whether sheep are there or not. I think
all this other stuff is getting in the way to getting a real answer
to how to save the Big Horn Sheep. And the sheep industry, the
domestic sheep industry would really like to pursue finding re-
search dollars, both with the University of Idaho, and with Pull-
man, and the sheep center there at Dubois.

Mr. MINNICK. So I can tell my Chairman, and Ranking Members,
this is an extremely high priority for our industry?

Ms. SIDDOWAY. Yes, it’s very high. Especially, in light of what
perhaps will be coming off the Payette National Forest. So, yes, it’s
very high priority.

Mr. MINNICK. I'm told it might cost Idaho sheep industry per-
haps half of their existing grazing acreage if an adverse decision
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were to come. And that it’s not just an Idaho problem. It occurs any
place in the West, where you have Big Horn sheep naturally inhab-
iting shared habitat.

Ms. SIDDOWAY. Yes, that’s correct. It’s a huge issue.

Mr. MINNICK. So it’s a problem with a lot of states. It’s not just
the ones we have here. Thank you very much.

Ms. SIDDOWAY. Thank you.

Mr. MINNICK. I appreciate it.

The CHAIRMAN. Message received.

The gentleman from Idaho, Mr. Simpson.

Mr. SimMPsON. Thank you, Mr. Chairman. And following up on
what my good friend, Mr. Minnick, was talking about. Those deci-
sions are going to come down. We also have decisions relative to
the experimental station in Dubois, and the Grizzly bear habitat
and those allotments over there.

For those Committee Members who might not know, Idaho is 64
percent Federal land, and add state land, we’re getting to 70 per-
cent that is government owned. So most ranchers, the cattle ranch-
ers, and sheep ranchers, and others, use public lands. And I sus-
pect all these issues we’re talking about in the ag program are
minor compared to dealing with the Federal Government in dealing
with allotments, and how you graze, and that type of thing.

What is the potential impact to the cattle industry, to the sheep
industry, to the sage grouse issues.

Ms. SIDDOWAY. On the sage grouse issue? Oh, it would be tre-
mendous. Less so on our private ground. And if there is a conflict
with sheep, it’s hard to understand why the leks are on our private
ground where we’ve raised sheep for 120 years.

Mr. SiMPSON. Maybe they don’t know the sheep are there.

Ms. SiDDOWAY. Maybe they don’t. And nevertheless, there may
be some qualities that restrict the sheep being there. It really
makes no sense. The sheep man and the cattleman are out there
on the land day in and day out. They are good land managers.
They understand the land. They live on this land. It’s been bene-
ficial to us, and we want to be beneficial back to the land itself.

But, yes, the ramifications of the listing of sage grouse would be
very detrimental.

Mr. SiMPSON. Are there other allotments that have been taken
out of production that could be used if the Payette National Forest
decision on the Big Horn sheep comes down adversely.

Ms. SiDDOWAY. Yes, there are lands taken out 20, 30 years ago
as I said on perceived competition with wildlife or recreation.
Whether it is real or not, a lot of allotments with the Grizzly bear
habitat were retired. Those should be made available if the sheep
man is forced to leave allotments.

It makes it more difficult to convert to a new one, where you
don’t understand it as well. It takes a few years to understand each
allotment, and know the best way to graze that allotment. But they
definitely should be made available.

Mr. SiMPSON. How are the degradation payments going to the
loss of the reintroduced wolves into Idaho? I've heard some people
say, the process is so complicated, it’s just not worth it.
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Ms. SipbpowAy. Well, it does get a little complicated. We use
Wildlife Services, of course. Are you talking about the Defender’s
of Wildlife compensation.

It’s helpful. It won’t be there, I don’t think, much longer. That’s
why I applaud the inclusion of the wolf degradation in the Farm
Service Agency EALP program.

You have to have Wildlife Services verifying. They have to be
there. On our operation last summer, we had losses out at Sand
Creek. At the same time, we were having losses in the forest,
which is 100 miles apart.

It really puts a strain on Wildlife Services to have enough per-
sonnel to manage all of the conflicts. And it’s going to get worse,
a{ld worse, and worse. We lost probably 130 head last summer
alone.

Mr. SiMPSON. From wolves.

Ms. SippowAY. From only wolf kills. And they killed our guard
dogs right off the bat. We lost five guard dogs. You know, we just
can’t keep up with it. And we’re spread, the sheep industry, as with
cattle, is spread over hundreds and hundreds of miles with dif-
ferent herds. So it’s hard to be in all places at all times.

Mr. SIMPSON. Mr. Boer, how were the banks handling your loans
and lines of credit given this downturn in the dairy industry.

Mr. BOER. I'm familiar with two lending agencies. I'm most fa-
miliar with two. And one was Wells Fargo Bank. And the other one
is the Farm Credit Association. I do my banking with the Farm
Credit System.

Wells has taken a position, and I think horribly so—as our down-
turn progressed deeper into the situation, they took a position that
they reevaluated the cows. They demanded more equity positions
in your inventories. That, in itself, when they lowered their inven-
tories’ values, they lowered their cow values. They actually threw
them in a deficit situation into a non-compliant state.

Now, Farm Credit has taken the position that, we want to do the
same thing, but we’re going to do this over about a year-and-a-half.
So we know what’s coming down. So we have a year to a year-and-
a-half to try to get our financial positions back into a number that
we can live with.

But that’s the two situations I'm familiar with. And it’s pretty
hard on the producers that are banking with the banking industry,
other than the Farm Credit. It’s a cooperative. So I think they are
cooperatively working together.

Mr. SimpsoON. Well, I would hope as you look at ways to control
the production, because ultimately you have to, it’s a supply-and-
demand issue with milk. And when you do that, don’t screw up the
cattle industry.

Mr. BoEr. We'll try not to. That’s never our intent. We’re part
of that, too.

Mr. CosTA. If the gentleman might yield. On the market to mar-
ket and the lending institutions, as you noted, are treating them
differently. I think they are coming to the conclusion, as they are
trying to carry this, they don’t have enough sellers to milk these
COWS.

Consequently, and we’re handling a little bit differently a lot of
value to value in just liquidity is gone on your dairy herd.
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The CHAIRMAN. I thank the gentleman. And thank the panel for
answering some questions. And we appreciate it, and appreciate
your time, and being with us today.

Before we adjourn, I would advise the Ranking Member to make
any closing remarks if he has any.

Mr. Lucas. Just to simply note, that clearly there are challenges
all over the country. As our friends expressed in Idaho today, we
have our work cut out for us. As long as we have a chance to sur-
vive, and maybe thrive in the next farm bill.

Thank you, Mr. Chairman.

The CHAIRMAN. I thank the gentleman, and I think that’s pretty
clear. I have no doubt that farmers can rise to the challenge, and
come up with new ideas.

I've always told everybody, that no matter what kind of program
we put together in Washington, the farmers will be way ahead of
us, because they sit out on the tractor, and they have all day to
sit there and think about this. And whatever we come up with,
they will figure it out. They will be way ahead of us.

Mr. Lucas. Just don’t help too much.

The CHAIRMAN. We thank all of you for being here again. Any-
body that didn’t have a chance to testify, we invite you to come on
to our website www.agricultural.house.gov. That’s anybody here
today or watching on the web-cast.

We know there are lots of good ideas out there. We're looking for
those ideas. We're planning to spend the next number of months
looking at whether there are better ways to do things, and better
ways to make things work.

And this hearing has been very helpful in that regard, and we’ll
give Mr. Minnick the last word.

Mr. MINNICK. Thank you, Mr. Chairman. I think I can say on be-
half of my friend, and colleague, Congressman Simpson, that we do
work together on ag problems, just as the Committee does. We do
it in a nonpartisan way based on what’s best for our state and in-
dustry.

We are both honored to have this group of distinguished rep-
resentatives of agriculture with us today. And we are extremely
pleased, Mr. Chairman, and Ranking Member Lucas, that you
would spend this time with us.

There are big problems. But there are thoughtful people. I think
if we work together, we can come up with solutions that will ben-
efit Idaho, and benefit the country, and each of you as important
producers.

So thank you all for being here.

The CHAIRMAN. Thank you gentlemen for your hospitality and for
the constituency here today.

Under the rules of the Committee, the record of today’s hearing
will remain open for 30 days to receive additional material, and
supplementary written responses from the witnesses to any ques-
tion posed by a Member.

And this hearing of the Committee on Agriculture is adjourned.

[Whereupon, at 3:40 p.m. (MDT), the Committee was adjourned.]

[Material submitted for inclusion in the record follows:]
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SUBMITTED STATEMENT BY JIM EVANS, PAST CHAIRMAN, USA DRY PEA & LENTIL
COUNCIL

The USA Dry Pea & Lentil Council (USADPLC) would like to thank Chairman
Peterson, Representative Minnick and the House Agriculture Committee for holding
a farm bill hearing in the State of Idaho. I am Jim Evans, Past Chairman of the
USA Dry Pea & Lentil Council, a national organization representing producers,
processors and exporters of U.S. grown dry peas, lentils and chickpeas. I am a third
generation farmer from Genesee, Idaho. Idaho is a long time producer of dry peas
and lentils. Idaho has also been the largest chickpea (Garbanzo Bean) producer in
the United States (40,000 acres) over the past 5 years.

Statistics

Acreage of U.S. pulse crops (dry peas, lentils and chickpeas) has increased from
under 500,000 acres in the year 2000 to over 1.5 million acres in 2010. Last year
the U.S. produced a record 1.0 million metric tons of dry peas, lentils and chickpeas.
Strong demand for these legumes around the world has kept prices for these crops
above the 10 year average for the past 4 years despite record production. Prices on
all pulse crops have dropped 25% in 2010 as a reminder of the volatile nature of
agriculture and the need for an adequate farm safety net.

Farm Programs

Pulse crops are grown across the northern tier states in rotation with wheat, bar-
ley, minor oilseeds, corn and soybeans. Our industry fought hard to have pulse crops
added as a program crop in 2002 in order to compete for acreage with other program
crops. Our goal for the 2012 Farm Bill is the same as it was in 2002. Pulse pro-
ducers seek to be included and treated equally with other farm program commod-
ities in the area of farm and conservation program support. Pulse crops do have a
loan and countercyclical program but no direct payment. Dry peas, lentils and chick-
peas are eligible for the ACRE program and this program should be continued under
the 2012 Farm Bill with some adjustments. For example, producers should be al-
lowed to use RMA crop insurance records to establish their “plug yield” on their
farm in those counties with a wide variation in environmental conditions. For exam-
ple, in Nez Perce County of Idaho, average rainfall ranges from 10 to 30 inches.

Research

The 2012 Farm Bill needs to revitalize agricultural research to be a leader in pro-
viding solutions to the critical health, global food security and sustainability chal-
lenges facing this country and the global community. The United Nations projects
that the world’s population will grow from six billion to nine billion people by the
year 2050. The competition for arable land and fresh water will become our limiting
factor and most likely the cause of the wars of the future. We need to double the
food supply in less than 40 years. To do this we need to increase funding to agricul-
tural research programming that will provide short and long term solutions to these
challenges. The USADPLC in cooperation with the U.S. Dry Bean Council has
launched the Pulse Health Initiative (PHI) to meet these challenges head on. The
mission of the PHI is to provide solutions to the critical health and sustainability
challenges facing the citizens of the United States and the global community
through research on pulse crops. In March of this year we gathered together 50 of
the best scientific minds in this country to map out a strategic plan to achieve the
following three goals:

1. To Reduce Obesity and associated diseases (CVD, Diabetes, Cancer) by
50%.

2. To Reduce Global Hunger and Enhance Food Security by increasing
pulse crop productivity.

3. To Reduce Agriculture’s Carbon & Water Foot Print by optimizing
pulse crop nitrogen fixation and sustainability attributes.

Because of their unique nutrition and environmental attributes, pulse crops can
achieve these goals, but it will take a significant investment in research. We ask
the House Agriculture Committee to include the PHI in the 2012 Farm Bill. If we
are to feed this world in a sustainable way, we have to increase our research invest-
ment in pulse crops and all agricultural research.

Federal Crop Insurance Reform

The 2012 Farm Bill must improve Federal Crop Insur