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I’m delighted to be with you this afternoon.  I want to focus on a number of important agricultural issues, but particularly on the next farm bill. 

First, I want to make clear that the President is eager to sign a farm bill this year—a good farm bill.  That will require some changes in the House-passed bill and the bill the Senate Committee voted out.   
The next farm bill should include:

· Real reform to increase market orientation 

· Real savings to fund increases in conservation, renewable energy and rural development, and a

· Real fix in the safety net for farmers

The two bills now under consideration don’t meet those tests.  But USDA is committed to continuing to work with the Congress to ensure that the final bill is one the President can be proud to sign.

Administration Proposal
As you know, USDA top staff met with farmers in almost every state to listen to their concerns and priorities for the next farm bill.  We received more than 4,000 comments—and we constructed our proposal based on what farmers said they wanted.  

What we heard was that farmers wanted a strong safety net and an emphasis on agricultural priorities such as conservation and rural development.  The Administration proposal announced last January recognized that we need to:

· Balance the needs of various agricultural segments, including beginning and socially disadvantaged farmers and specialty crop producers

· Provide a more effective safety net for farmers—especially when there’s a drought
· Graduate farmers who are among the wealthiest 2 percent of Americans from subsidies

· Decrease market distortions and reduce friction with our trading partners

· Provide offsets necessary to increase spending on conservation and energy programs

· Reform and reduce the number of conservation programs to make them more accessible to farmers and ranchers

· Provide sufficient funding to renovate rural critical access hospitals

· Reform the Food Stamp Program to encourage families’ independence

What’s Wrong with the Senate Committee Farm Bill

Let me turn now to the Senate Committee farm bill.  I want you to understand why we can’t support it—and why you shouldn’t either!  

The first problem is that it will cost $37 billion more than the USDA proposal.  Further, that cost is covered through $22 billion in savings gimmicks and $15 billion in tax increases on other industries.  
When I visit with my banker—and you meet with yours—and we talk about cash flow, he or she never gives me the option to slide bills into subsequent years.  If farmers and ranchers can’t shift expenses to out years, the farm bill shouldn’t either.

Farmers and ranchers are straight-up people.  They know they have to pay their bills.  And they don’t expect other industries to pay for farm programs.  Nor do they want to have the true cost of the farm bill hidden by shifting payments forward or pretending that commitments to food stamps or disaster aid will simply disappear in the future.  
In addition, except for 2008, the bill continues the “pick your price” phenomenon.  
That loophole in the law lets farmers lock in government payments based on low market rates not directly linked to actual selling prices.  This quirk in the law cost taxpayers an extra $3 billion in the wake of Hurricane Katrina, when prices dropped temporarily, and then rose again. 
The Senate Committee bill actually increases loan rates for 16 of 27 commodities as well as raising target prices for 18 of 22 commodities, increasing market distortion.  Raising loan rates and target prices just paints a bull’s eye on the back of the American farmer in the international arena.  
At the same time, the bill fails to improve the safety net for farmers.  It creates a revenue-based countercyclical program, but makes it optional.  So we would find ourselves continuing to pay farmers the most when they need it the least.  
The real help is needed when crops are lost due to disaster.  That’s what farmers told us they want.

Further, the bill doesn’t establish effective payment limits.  It’s time for those who are among the wealthiest 2% of Americans—those whose adjusted gross income is $200,000 or more—to graduate from farm subsidies.  This provision proposed by the Administration would affect about 38,000 farmers and ranchers and save $1.5 billion.  Instead, the Senate Committee bill establishes a $750,000 AGI cap, but removes any limit for those who derive two-thirds of their income from farming.  

Livestock Title
I want to focus for a few minutes on the livestock title of the Senate Committee bill.  We need to see some changes there as well.  This title would amend the Packers & Stockyards Act to prohibit packers from owning, controlling or feeding livestock—beyond 7 days before slaughter, except for:
· Certain cooperatives

· Packers not required to report price and quantity information on each reporting day, and
· Packers with only one livestock processing plant.
The Administration strongly opposes this packer ownership ban because it would not discourage unfair practices by the packing industry.  Instead, it would:

· Hurt producers/consumers by destabilizing livestock markets

· Eliminate valuable risk management tools and marketing opportunities

· Depress market prices

· Drive production to foreign countries

It would make a lot of lawyers rich, while the packers reorganize!

The Livestock Meat Marketing Study, commissioned by Congress and completed in February 2007, showed the benefits of Alternative Marketing Arrangements for packers as well as livestock producers and consumers.  These arrangements help stabilize supply and reduce costs of operation financing.  Currently 23% of the hog market and 8% of the cattle market are packer-owned—including production contracts.
Further, banning packer ownership could:

· Depress market prices for livestock producers

· Encourage packers to establish livestock feeding operations in other countries, particularly Canada and Mexico, but also Brazil and Argentina, and
· Worst of all, eliminate marketing opportunities that producers currently enjoy from forming “marketing alliances” for brand names, reducing superior quality options for consumers

Barrasso and Enzi Amendment  (similar to S-1017)

Senators Barrasso and Enzi have proposed a separate bill that might also be introduced as an amendment to the Senate Committee farm bill that the Administration would oppose.  This legislative proposal would change the Packers & Stockyards Act to prohibit use of forward contracts for purchasing livestock.  
It would further:

· Require inclusion of fixed dollar amount base pricing and public bidding

· Prohibit formula pricing

· Limit individual contract size (40 head cattle, 30 head swine), and
· Exclude from definition of “formula price” futures-based prices and base adjustments resulting from factors outside packer control.
USDA strongly opposes this approach because it:

· Would outlaw most marketing tools available to help producer leverage superior products

· Could lead to packer collusion

· Forces an unrealistic timeframe for producers to fulfill orders

· Doesn’t reward farmers and ranchers for producing quality livestock or maintaining a track record of reliability, and 
· Will result in higher prices for consumers and unstable prices for producers

Again, the Livestock Meat Marketing Study that I mentioned earlier showed benefits of Alternative Marketing Arrangements for packers as well as livestock producers and consumers.   Forward contracting is a tool that helps producers manage risk and meet market demand.
What Has To Change to Prevent Veto Recommendation
If the Senate were to pass the Committee bill as it stands now, USDA would have to recommend that the President veto it.  In order for us to recommend signature, the bill would have to be amended to

· Eliminate tax increases and unrealistic “savings” gimmicks.

· Include real program reforms without exceeding spending levels in President’s 2008 budget submission

· Reform marketing loan benefits to address “pick your price” issue

· Remove trade-distorting provisions, and
I want to reiterate that the President very much wants to sign a farm bill this year.  He knows that farmers are waiting on it to make decisions about next year.  And we are eager to work with Congress to produce a good bill.  That means a bill that includes real reform to benefit farmers, taxpayers and consumers.

Trade—OIE and MRR2
Let me shift gears now.  I want to talk briefly about our efforts to promote international trade, particularly for beef.  
As you know, the U.S. received a “controlled risk” designation from the World Animal Health Organization—OIE—this past May.  That’s essentially a clean bill of health on BSE for our national cattle herd.  
The key is for our trading partners to adopt the OIE standards as their own science-based standards for safe trade.  And we must do the same.

We’ve taken the first steps to harmonize U.S. standards with OIE standards with the proposed minimal risk rule that we finalized in mid-September.  This rule is scheduled to go into effect this coming Monday.  
It expands the list of allowable livestock imports from countries with minimal risk of BSE—based on a scientific risk assessment.  Canada is currently the only minimal-risk country.  The Canadians also received a controlled risk classification from OIE in May.

This has been controversial.  Opening markets for imports is not always easy.  
The link to two-way trade isn’t always obvious to some.  
But we need to keep the focus where it belongs—on the science.  And we want to be a world leader in advocating adoption of OIE standards.  
We need to lead by example on our own rules for imports—and move as fast as we can.  The minimal risk rule is our first step.
Based on current projections, we believe this rule will foster modest additional imports from Canada of nearly 106,000 head of cattle.  Over the past three years, bovine imports from Canada and Mexico—the only two countries from which we import cattle—have increased significantly—reaching 2.3 million head last year.  
Canada takes nearly three-quarters of our bovine exports, which last year were valued at about $27 million.

The rule also permits importation of feeder sheep and goats and slaughter sheep and goats that move directly to feeding or slaughter facilities as well as importation of camelids and cervids.  All imported livestock must come with official health certificates.  The rule prohibits importation of breeding sheep and goats, transit of sheep or goats through the U.S. and importation of sheep and goats that do not go directly to feed lots or slaughter.
As we look forward to further increasing beef and cattle trade, our next step is to amend all of our BSE-related import regulations to make them consistent with international guidelines.   Our goal is to publish a “Comprehensive BSE” proposed rule within the next year.  All the while, we’ll be pushing our traditional trade partners who buy red meat to accept the OIE designation for the U.S. and restore or expand their markets.

Trade Agreements
I want to speak for a minute about trade agreements.  Free trade agreements are vital to our efforts to promote U.S. agriculture.  
As you know, talks have continued now for 6 years under the Doha Round of international trade negotiations.  There are still major issues to resolve to achieve a world trade deal, but we’re working toward a successful conclusion.

Meanwhile, we are also focusing on bilateral free trade agreements.  Just last week the House approved such an agreement with Peru that could increase exports for American farmers and ranchers by as much as $705 million each year.  The Senate still needs to approve this.
Three more similar agreements are pending Congressional approval.  They are all supported by more than 40 major U.S. farm organizations.  Each of these agreements reduces tariffs, making trade a two-way street, and addresses sanitary and phytosanitary issues. Once ratified, the agreements would give Colombia, Korea and Panama priority for U.S. trade capacity building programs to help them benefit from the new partnership with us.  
Together these agreements have the potential to expand farm exports by nearly $2.5 billion every year.  And we’ve been working to convince Congress to ratify them.  
COOL
Closely related to our trade efforts is Country of Origin Labeling for customers in the U.S.  Let me tell you briefly what’s happening on COOL.  
The COOL requirements currently on the books call for implementation of labeling for most commodities on September 30, 2008.  Labeling requirements for fish and shellfish have been in effect since April 2005.  
The Administration is on record as being concerned about the burden imposed by COOL, but we are also committed to implementing the requirements in a fair and balanced manner with the least possible cost and the lowest possible burden on everyone in the production chain.  
COOL is a major challenge in our effort to maintain positive relationships with our trading partners and avoid possible retaliation from those who might view COOL as protectionist or discriminatory.  
Of course, things could change.  Both the House and Senate versions of the next farm bill include a different approach that would label products as domestic, foreign or may be of mixed or multiple origins.  We need prompt completion of the farm bill to stay on schedule for COOL.

NAIS
Finally, I can’t leave you without just touching on another key program that lends support to our export efforts—the National Animal Identification System.  We are moving forward in registering premises—with about 425,000 signed up—and in approving animal identification devices and working with states and private entities on 14 databases that will maintainrecords of animal movements.

We need a state-of-the art system for tracing livestock to control disease.  Having a modern, effective system in place will be critical in maintaining and re-opening markets should a disease outbreak occur.  
As you know, having such a system in place greatly benefited the UK in its recent efforts to control an FMD outbreak.  We need similar capabilities, and we are working hard with state and industry partners to develop them.  
We recently developed a draft business plan to prioritize our efforts and help us reach critical mass—getting 70% of animals in each species identified and traceable to the premises of origin.  Our top priority is the primary food animals—and within that group, beef cattle.  We’re working with state and industry partners, including the USAIO and the American Angus Association, as well as accredited veterinarians, to promote premises registrations. 
Conclusion
In conclusion, I believe American agriculture stands at a crossroads.  We have the lowest debt-to-asset ratio in 45 years, and we’re looking at record exports both this year and again next year.  
We’re poised for continuing growth, but we need legislation that reforms our farm programs to promote market orientation and expansion.  We need an effective safety net for farmers.  We need to bolster conservation and strengthen rural development.
In short, we need a solid, forward-looking farm bill.  And we’re willing to work with Congress to get a good bill that the President can sign.  I hope you will lend us your support in this effort.
