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Thank you, Valoria (Loveland).  I appreciate your inviting us to join you for your mid-year conference.  
I want to spend some time this morning looking a little further at the next farm bill.  
I’ll give you an update on animal identification.  And we’ll look at some other issues that we face together as we seek to serve America’s farmers and ranchers.  

Some of you are attending your first NASDA meeting, while others have been part of NASDA much longer than I’ve been with Marketing and Regulatory Programs.
Cooperation and coordination between states and USDA is critical to meeting the needs of American agriculture.  It takes the joint effort of states and USDA agencies to address the many issues our rural communities and citizens face.

Coordination is also important to us within USDA.  It’s my goal, and also Mark’s, to work together effectively and seamlessly so that we have a unified effort on all our programs.
2007 Farm Bill
Let’s look first at the next farm bill.  Our current policies are older than I am—and older than most of you in this room.  Some of our farm programs date back to when we were trying to recover from the thirties.  
Times have changed, you and I have changed, and farm policy needs to change, too.  We need to consider carefully what American agriculture needs in the years ahead, bearing in mind that one in three acres is planted for export.
The farm bill proposal that Secretary Johanns shared with you a few minutes ago does that.  It takes a far-reaching, integrated approach to agricultural policies.  It offers a balanced strategy that offers detailed suggestions for change to improve current farm programs and reduce price and production distortions while maintaining a safety net for America’s farmers and ranchers.  
It improves our delivery of services to farmers by reducing and simplifying programs and increasing fairness.  This proposal includes an unprecedented commitment to conservation and the environment.  It increases equity by improving distribution of income support and expanding market opportunities.   

Especially exciting to me are the provisions that open doors for beginning and socially disadvantaged farmers, expanding opportunities for those who want to get into farming and help for those who want to stay in it.

It’s the most market-oriented approach I’ve ever seen.   It will help us meet U.S. WTO obligations both today—and tomorrow.  
I want to call your attention especially to the provisions that cover specialty crops.

The proposal would:

· Increase funding for the Technical Assistance to Specialty Crops (TASC) program and the Market Access Program.  
· Purchase more fruits and vegetables for distribution to schools and other groups.

· Promote nutrition education and establish initiatives to fight sanitary and phytosanitary trade barriers.  
· Expand funding for research for the specialty crop industry.
This proposal offers us a unique chance to update our farm programs, increase equity and provide the safety net farmers need.  I am excited about the opportunities it presents for our nation’s farmers and ranchers.  
NAIS
Let me shift gears now and focus on the National Animal Identification System—a critical partnership effort for states and APHIS.  First, I want to thank each of you for all that you and your staffs have done to promote premises registration in your state.  
I know for some of you, this has proven to be a tougher challenge than any of us expected.  Yet registration is the crucial first step for a modern animal identification system that will enable us to respond timely to animal disease events—ultimately within 48 hours.   Down the road, having NAIS in place will bring so many opportunities for our producers, especially on the international market.

As you know, we have now registered nearly 357,000 premises—that’s 25% of the 1.4 million in the U.S.  So we’ve met our first target.  
Now comes the really tough work to bring on board a critical mass of producers by the end of January 2009.  It will take all of us working together to meet this goal.  
We need to continue to emphasize the benefits of this voluntary program so that producers can see the value for the industry and the value for their own operations.

It’s important to keep stressing that NAIS is a voluntary system.  We, and you, have heard from farmers and ranchers loud and clear on this issue.  
We know the value of the full system, but producers need to understand they can choose to simply register their premises and stop there.  Volunteering to register your premises today does not commit you to participating in the tagging or tracing phases of NAIS down the road.  

I also want to let you know that we have some help coming your way.  We recently signed an agreement with the pork producers, and we are finalizing a similar cooperative agreement with the National Cattlemen’s Beef Association to help us reach out and get more farmers and ranchers to take the first step and register their premises.  
Last week, we announced a Request for Proposals from nonprofit livestock and poultry industry organizations to join with us in cooperative agreements to increase participation in NAIS.  (I received my first response yesterday.)
Under these agreements, we will make up to $6 million available for organizations to promote and push registrations, in addition to funds for NCBA and the pork producers—depending upon funds available in FY 07, of course.  Many of you have already been doing this in your state.  I encourage you to continue working with producer groups.

There’s another new development as well.  On February 1, we published three documents in the Federal Register for public comment:  the NAIS User Guide, a Program Standards and Technical Reference document, and a technical specifications document for the animal tracking databases.

As you know we put the draft NAIS user guide—the most detailed and up-to-date information on animal ID—on the website in November and asked for comments.  
Putting it in the Federal Register expands the opportunities for people to comment on it.  

The other two documents provide technical information on the data standards for NAIS information and the technical requirements for private and state animal tracking databases to participate in the Animal Trace Processing System.  We’re looking for farmers and ranchers to weigh in on these documents, but, as always, we also welcome your comments and suggestions.  

I want to say just a word about our progress on Phases II and III of NAIS.  The databases containing animal identification numbers are scheduled to become operational in April.  As you know, keeping information on distribution of AINS in state or private databases rather than in USDA’s AIN Management System is part of USDA’s effort to respond to producers’ concerns about privacy.  
Very soon, we expect to complete the Animal Trace Processing System that we’ll use in Phase III.  We are looking for ways to keep things simple for producers who choose to participate in NAIS and are also part of existing disease programs, such as scrapie, brucellosis or TB.  We want to avoid the need for separate numbering systems.  And we’re working to develop an electronic health certificate.  Further, some of the NAIS-approved tags also have been approved for mandatory program use.
BSE and OIE
I wanted to touch just briefly on our efforts to increase market access for U.S. products, particularly beef.  We’ve made great progress in Columbia, Peru, Russia and Japan.  
The good news is U.S. beef and veal exports were up significantly in 2006—by an estimated 71 percent in dollars over 2005, based on figures from the first 10 months of the year.  But we still have some problem areas.
Deputy Under Secretary Chuck Lambert has been in South Korea this week to try to establish tolerance levels for bone chips and cartilage.  I’m looking forward to hearing about his progress in this area.
Meanwhile, our longer term focus is to get our trading partners to accept international scientific standards—OIE standards—as their national standards for trade.  For our part, we have submitted a detailed application package to the OIE—the World Organization for Animal Health—to be recognized as a country with negligible or controlled risk for BSE—which, of course, is the disease that virtually every country that imports beef is concerned about.  Either designation would create an open door for U.S. beef exports—provided, of course, that a country relies upon the OIE designation as the guiding word in animal safety.  
As you may know, it’s a lengthy and involved process that includes review and recommendations by an ad hoc group of experts and then voting by member country delegates in May.  A final report with designations for countries that have submitted applications appears each May.
As you know, until recently strong domestic demand and reduced inventories have kept beef prices strong.  As producers rebuild herds, U.S. beef production is forecast to increase over the next several years.  That means cattle prices will likely remain below recent high levels.
We need to rebuild our export markets to maintain returns for producers.  The demand for U.S. beef is there—we just need to work through the barriers—and we will.
MRR2
Having the OIE designation is a critical step in boosting beef exports.  But it also has implications for imports.  Even as we’re seeking to have other countries follow the OIE guidance for safety of beef imports, we need to do the same.  
That means we need to make changes in our own import regulations to bring them into line with OIE guidance also.  It will take time, but we are moving forward.  

Early last month, we proposed to expand the list of allowable imports from countries with minimal risk of BSE—specifically Canada.  This is part of our effort to make U.S. standards consistent with science-based international guidelines.  

Since 2005, we’ve permitted importation of live cattle and ruminant products from cattle under 30 months of age.   APHIS is proposing to allow imports of live cattle and meat products from cattle born on or after March 1, 1999—the date when Canada began enforcing the ruminant-to-ruminant feed ban.

APHIS proposed expansion of imports after conducting a risk assessment following the OIE guidelines that the U.S. will have to meet for the negligible or controlled risk designations.  We have every confidence that this proposed expansion of imports will not compromise our OIE standing submission. Comments on the proposal are due by March 12.

GIPSA Changes
I also want to let you know about the improvements we are making in the Packers and Stockyards Program.  Let me highlight just a few.  For example, we have:

· Implemented an improved investigation tracking system

· Established new policies to better manage investigations

· Strengthened the program’s organizational structure and established a comprehensive internal review program

To provide needed resources, the President’s budget for FY 2008 also includes a 10-percent increase in staff and nearly a 20-percent increase in budget to better enable P&SP to do its job.
Avian Influenza
One other issue I just want to mention is Avian Influenza.  I’m sure you’ve all heard about the turkeys in Suffolk, England, 
that were infected with highly pathogenic avian influenza.  
More than 159,000 turkeys had to be depopulated, and APHIS has restricted poultry imports from Suffolk and Norfolk counties in England.  As you probably know, we actually have very few poultry imports from the UK.

However, we must consider an elevated risk for H5N1 among North American wild birds that next spring will share breeding grounds in Iceland and Greenland with birds from the UK.  
We don’t know that wild birds were involved in the outbreak in England.  However, we are looking into the possibility of increasing surveillance of wild bird populations in the Atlantic Flyway.  In addition, USDA already has a small surveillance project in wild birds in Greenland in collaboration with government officials from Denmark and Greenland.
Conclusion
I don’t need to tell you that 2007 is a year of challenges and opportunities.  We all know it.  We know also that challenges and opportunities often are two sides of the same coin.

This year we face the challenge of getting a new farm bill on the books.  We’ve got the challenge of encouraging more livestock producers to register their premises for NAIS.  And we may face the challenge of AI coming to our shores.  At the same time, we have new opportunities for increasing exports and normalizing beef trade once we get our OIE designation. 
This is a great time to be part of American agriculture.  As we face the challenges and opportunities ahead, we will need to work together.  I want you to know we value your partnership, and we look forward to cooperating with you on the issues that are important to America’s farmers and ranchers.  

