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THE FUTURE OF U.S. FARM POLICY:
FORMULATION OF THE 2012 FARM BILL

FRIDAY, MARCH 9, 2012

HOUSE OF REPRESENTATIVES,
COMMITTEE ON AGRICULTURE,
Saranac Lake, NY.

The Committee met, pursuant to call, at 9:00 a.m. (EST), at the
Sparks Athletic Complex, North Country Community College, 23
Santanoni Avenue, Saranac Lake, New York, Hon. Frank D. Lucas
[Chairman of the Committee] presiding.

Members present: Representatives Lucas, Goodlatte, Conaway,
Gibson, David Scott of Georgia, Owens, and Pingree.

Staff present: John Goldberg, Tamara Hinton, Nicole Scott,
Debbie Smith, Pelham Straughn, John Konya, Margaret
Wetherald, Keith Jones, Mary Knigge, Jamie Mitchell, and Caleb
Crosswhite.

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

The CHAIRMAN. This hearing of the Committee on Agriculture
entitled, The Future of U.S. Farm Policy: Formulation for 2012
Farm Bill, will come to order. I'll speak into the microphone and
try to make that work.

Good morning, thank you all for joining us today for our first
farm bill field hearing of 2012.

Field hearings are one of the most important parts of the farm
bill process. Not only do they allow the Members of our Committee
to hear directly from farmers and ranchers, but they give us a
chance to see the diversity of agriculture across this great country.

These field hearings are a continuation of what my good friend
and Ranking Member Collin Peterson started in the spring of 2010.
Today we’ll build upon the information we’ve gathered in those
hearings as well as the 11 farm policy audits we conducted this
past summer.

We used those audits as an opportunity to thoroughly evaluate
farm programs to identify areas where we could improve efficiency.

The field hearings serve a slightly different purpose. Today we're
here to listen.

I talk to producers all the time back in Oklahoma. I see them
in the feed store. I meet with them in my town hall meetings. And
of course, I get regular updates from my boss, Linda Lucas, back
on our farm in western Oklahoma. But the conditions and crops in
Oklahoma are different from what you’ll find in New York or Illi-
nois or California, for that matter.

(D
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That’s why we hold field hearings, to meet farmers and ranchers
from different regions who produce a broad range of products.

New York is a fitting place to kick off these hearings because of
the variety of food produced here.

New York farmers produce a wide range of specialty crops that
generate $1.34 billion annually and make up ¥ of the state’s total
agriculture receipts. New York ranks second in apple production,
third in wine and grape juice production, and among the top vege-
table producing states in the country. New York is also among the
nation’s top dairy states, and I'm pleased we’ll hear from represent-
atives of each of those commodities this morning.

While each sector has unique concerns when it comes to farm
policy, I'd like to share some of my general goals for the next farm
bill. First and foremost, I want to give producers the tools to help
you do what you do best and that is to produce the safest, most
abundant, most affordable food supply literally in the history of the
world.

To do this we must develop a farm bill that works for all regions
and all commodities. We've repeatedly heard that a one-size-fits-all
program will not work. The commodity title must give producers
options so that they can choose the program that works best for
them.

And I'm also committed to providing a strong Crop insurance
program. The Committee has heard loud and clear about the im-
portance of crop insurance and we believe it is the cornerstone of
the safety net. Today we hope to hear how we can improve crop in-
surance, especially for specialty crops.

Last, we’ll work to ensure that producers can continue to use
conservation programs to protect our natural resources. I'm inter-
ested to hear how producers in this area of the country use the con-
servation programs. I'm particularly curious as to your thoughts on
how to simplify the process so they are easier for our farmers and
ranchers to use.

Beyond those priorities, I know there are a number of universal
concerns facing agriculture across the country.

For instance, my producers in Oklahoma are worried about regu-
lations coming down from the Environmental Protection Agency
and how they must comply with those regulations.

I'm also aware that the death tax is creating difficulties for farm-
ing operations. I want to hear how these Federal policies are affect-
ing producers in the Northeast, but the main concern of our hear-
ing will be how the farm bill affects specialty crops and dairy pro-
ducers.

While specialty crops do not participate in traditional commodity
programs, there are other Federal programs that play an important
role in helping American fruit, vegetable and nursery crop growers
to stay competitive.

These programs give specialty crop growers access to vital re-
search programs and help protect their crops from pest and dis-
ease. Additionally, they provide assistance in maintaining and
opening international markets and increasing consumption of the
best fruits and vegetables in the world. I look forward to hearing
your perspective on those programs.
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For dairy producers, the ongoing discussion of dairy reform is of
particular importance. The recent decline in prices coupled with
rising production costs have once again demonstrated the need to
improve and modernize our dairy safety net. While I do not expect
unanimity among dairy industry participants, we never get una-
nimity among farmers in general, I do encourage all industry par-
ticipants, producers and processors alike, to find some level of con-
sensus regarding the type of reform that is needed.

The exact nature of the reform we include in the next farm bill
will rely heavily on input we receive today and in future hearings.
While there are several proposals that have been introduced, and
we have had some level of agreement on a starting point for discus-
sion, we do not claim to have all the answers.

With your help and guidance, we would hope to develop a com-
prehensive package of reforms that are fiscally responsible and bal-
anced with regards to size and region.

Today we’ll hear from a selection of producers. Unfortunately, we
just don’t have time to hear from everybody who would like to
share their perspective, but we have a place on our website where
you can submit your comments in writing to the House Agriculture
Committee. You can find that—well, visit agriculture.house.gov/
farmbill to find that place. And I believe we have, at the back of
the room, some post cards that have that e-mail address on it so
you can send your comments in.

As 1 said before, we don’t have an easy road ahead of us, but I'm
confident that by working together we can craft a farm bill that
continues to support the success story that American agriculture is.

[The prepared statement of Mr. Lucas follows:]

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

Good morning, and thank you all for joining us today for our first farm bill field
hearing of 2012.

Field hearings are one of the most important parts of the farm bill process. Not
only do they allow Members of our Committee to hear directly from farmers and
ranchers, but they give us a chance to see the diversity of agriculture across this
great country.

These field hearings are a continuation of what my good friend and Ranking
Member Collin Peterson started in the spring of 2010. Today, we’ll build upon the
information we gathered in those hearings, as well as the 11 farm policy audits we
conducted this past summer.

We used those audits as an opportunity to thoroughly evaluate farm programs to
identify areas where we could improve efficiency.

The field hearings serve a slightly different purpose. Today, we’re here to listen.

I talk to producers all the time back in Oklahoma. I see them in the feed store
and I meet them at my town hall meetings. And of course, I get regular updates
from my boss back on our ranch. But the conditions and crops in Oklahoma are dif-
ferent than what you’ll find in New York or Illinois or California.

That’s why we hold field hearings—to meet farmers and ranchers from different
regions who produce a broad range of products.

New York is a fitting place to kick off these hearings because of the variety of
food produced here.

New York farmers produce a wide range of specialty crops that generate $1.34 bil-
lion annually and make up %3 of the state’s total agriculture receipts. New York
ranks second in apple production, third for wine and grape juice production, and is
among the top vegetable producing states in the country.

New York is also among the nation’s top dairy producers. I am pleased we will
hear from representatives of each of these commodities this morning.

While each sector has unique concerns when it comes to farm policy, I'd like to
share some of my general goals for the next farm bill.
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First and foremost, I want to give producers the tools to help you do what you
do best, and that is to produce the safest, most abundant, most affordable food sup-
ply in the world.

To do this we must develop a farm bill that works for all regions and all commod-
ities. We have repeatedly heard that a one size fits all program will not work. The
commodity title must give producers options so that they can choose the program
that works best for them.

I also am committed to providing a strong crop insurance program. The Com-
mittee has heard loud and clear about the importance of crop insurance and we be-
lieve it is the cornerstone of the safety net. Today, we hope to hear how we can im-
prove crop insurance, especially for specialty crops.

Last, we’ll work to ensure that producers can continue using conservation pro-
grams to protect our natural resources.

I'm interested to hear how producers in this area of the country use the conserva-
tion programs. I'm particularly curious as to your thoughts on how to simplify that
process so they are easier for our farmers and ranchers to use.

Beyond those priorities, I know there are a number of universal concerns facing
agriculture across the country.

For instance, my producers in Oklahoma are worried about regulations coming
down from the Environmental Protection Agency (EPA) and how they must comply
with those regulations.

I'm also aware that the death tax is creating difficulties for farming operations.
I want to hear how these Federal policies are affecting producers in the Northeast.

But the main focus of our hearing will be how the farm bill affects specialty crops
and dairy producers.

While specialty crops do not participate in traditional commodity programs, there
are other Federal programs that play an important role in helping American fruit,
vegetable and nursery crop growers stay competitive.

These programs give specialty crop growers access to vital research programs and
help protect their crops from pest and disease. Additionally, they provide assistance
in maintaining and opening international markets and increase consumption of the
best fruits and vegetables in the world. I look forward to hearing your perspective
on these programs.

For dairy producers, the ongoing discussion of dairy reform is of particular impor-
tance.

The recent decline in prices coupled with rising production has once again dem-
onstrated the need to improve and modernize our dairy safety net.

While I do not expect unanimity among dairy industry participants, I do encour-
age all industry participants—producers and processors alike—to find some level of
consensus regarding the type of reform that is needed.

The exact nature of the reform we include in the next farm bill will rely heavily
on the input we receive today and in future hearings.

While there are several proposals that have been introduced, and we have had
some level of agreement on a starting point for discussion, we do not claim to have
all of the answers. With your help and guidance, we would hope to develop a com-
prehensive package of reforms which are fiscally responsible and balanced with re-
gards to size and region.

Today, we’ll be hearing from a selection of producers. Unfortunately, we just don’t
have time to hear from everybody who would like to share their perspective. But
we have a place on our website where you can submit those comments in writing.
You can visit Attp:/ /agriculture.house.gov [ farmbill to find that place. You can also
find that address on the postcards available on the table here.

As T said before, we don’t have an easy road ahead of us. But I'm confident that
by working together, we can craft a farm bill that continues to support the success
story that is American agriculture.

The CHAIRMAN. With that, I turn to my Ranking Member today,
a gentleman from Georgia, Mr. Scott, for his comments.

OPENING STATEMENT OF HON. DAVID SCOTT, A
REPRESENTATIVE IN CONGRESS FROM GEORGIA

Mr. DAVID ScOTT of Georgia. Thank you very much, Mr. Chair-
man, and I’d just like to say, at the outset, what a wonderful part
of the country this is. My first time into the Lake Placid, Saranac
Lake area, and I must say it is a beautiful and very interesting
visit. I certainly also want to say how great it is to be in the home



5

and the districts of my fellow Representatives, Representative
Owens and Representative Gibson, both of whom are just doing a
marvelous job for you back in Washington.

As the Chairman clearly stated, we’re here to hear from you.
This is very important for us to hear. We are engaging in this farm
bill at a very, very challenging time. Because we not only have to
go back through to the 2008 Farm Bill, but we have to do it at a
time when we're also faced with significant budget constraints. At
the same time, we want to hear on the many areas of dairy, con-
servation, specialty crops, which are very, very important for this
area of New York.

And also we want to hear from you about some of the regula-
tions. All regulation is not bad, but at the same time we can sit
in Washington in our wonderful offices and we can make great pol-
icy, but you have to let us know how it is working. We want to
make sure that policies and regulations from the EPA and others
are done in a way that allows our farmers and ranchers to be able
to be productive, to be able to be profitable and not be over-burden-
some. So we look forward to hearing from you on that.

Again, Mr. Chairman, thank you very much, and we look forward
to a wonderful hearing.

The CHAIRMAN. The gentleman yields back, and as is the custom,
we will listen to very brief opening statements from our two col-
leagues who represent New York on the House Agriculture Com-
mittee. I will first recognize Mr. Owens.

OPENING STATEMENT OF HON. WILLIAM L. OWENS, A
REPRESENTATIVE IN CONGRESS FROM NEW YORK

Mr. OWENS. I thank you, Mr. Chairman. First let me say that I,
and I think everyone in attendance here, is extraordinarily excited
at this opportunity. This is unique and it allows northern New
York and much of Vermont and other states that surround us to
have an opportunity, as you said, to listen to the other side. And
I think that that’s very important.

As I was explaining to some of the folks I was talking to before
the hearing, this is unique in that we have the opportunity to talk
to people from throughout the country. This is very important that
we get all perspectives into this farm bill.

You know, people don’t recognize how important ag is in north-
ern New York. It is an extraordinarily important part of what we
do and what happens in our communities. It affects everything. It
affects real property taxes, it affects the farm dealers. It has real
impact on all of our lives on a daily basis.

I can only tell you how thankful I am that you are here, that we
are here collectively. And in particular, I'd like to thank Mr. Gibson
for his participation and his assistance in this process. And let me
also say that I hope that as we listen today, we take those skills
back to Washington with us. Thank you very much.

The CHAIRMAN. With that, the chair now recognizes Mr. Gibson.

OPENING STATEMENT OF HON. CHRISTOPHER P. GIBSON, A
REPRESENTATIVE IN CONGRESS FROM NEW YORK

Mr. GiBsON. Thank you, Mr. Chairman, and let me just echo the
comments of my colleague, Bill Owens. This is a historic day for
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this part of the state and indeed for our state in general. You
know, the Chairman listed some of the data, that second in the na-
tion with regard to dairy, second in the nation with regard to ap-
ples, third in the nation with regard to grapes, fifth in the nation
with regard to specialty crops. We are a leader in the nation when
it comes to farming in the agriculture sector of the economy.

And what Bill Owens mentioned is absolutely correct, it’s that
we’re here today to listen and to work together. And you turn on
the news today, doesn’t matter what channel that you happen to
turn on, whether it’s Fox or MSNBC, you hear all this negativity
about the status of the country and the Democrats and Republicans
won’t work together. Let me just tell you that I really value my
friendship and the work that I do with Bill Owens. What we’re
doing here today, with regard to farming, is critically important.

As the Chairman mentioned, we're here today to make sure that
we have the right input, because we’re getting ready to write a bill
this year that’s going to impact this sector of the economy for the
next 5 to 6 years and we need to get it right.

And so, Mr. Chairman, thank you for—you’re only doing four of
these across the entire United States of America, and the fact that
you chose to come here, right here to Saranac Lake and into the
Adirondack region, that really means a lot to me, and I want to
thank you personally and professionally. I look forward to this
hearing. I yield back.

The CHAIRMAN. The gentleman yields back his time.

The chair would request that other Members submit their open-
ing statements for the record so the witnesses may begin their tes-
timony and to ensure there’s ample time for questions.

[The prepared statement of Mr. Peterson follows:]

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

As we begin writing the next farm bill, we will hear directly from farmers and
ranchers across the country on the issues they face every day.

Writing a new farm bill will not be an easy task most notably due to budget con-
straints. Everybody is being asked to do more with less and, it seems to me, that
agriculture is being asked to cut even more than others.

The agriculture economy is the shining success of our nation’s economy. We
should not let those outside of agriculture try to mess up the only part of the econ-
omy that’s actually working.

It is my hope that everyone in agriculture—producers in all regions, representing
all commodities—come together. We need to be united to pass a good farm bill.

I thank the witnesses for making the time to testify hear today.

The CHAIRMAN. With that, I'd like to welcome our first panel of
witnesses to the table: Mr. Eric Ooms, a dairy producer, Partner
in Adrian Ooms & Sons, Incorporated, Old Chatham, New York.
We also have Mr. Neal Rea, dairy producer, Chairman, Agri-Mark
Dairy Cooperative, Salem, New York. We also have Mr. Jeremy
Verratti, a dairy and crop producer, Verratti Farms, LLC, Gasport,
New York. And with us also is Ms. Michele Ledoux, a beef pro-
ducer, Adirondack Beef Company, New York.

With that, Mr. Ooms, begin when you're ready, please.
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STATEMENT OF ERIC OOMS, DAIRY PRODUCER; PARTNER,
ADRIAN OOMS & SONS, INC., OLD CHATHAM, NY

Mr. Ooms. Thank you. I would like to start by thanking the
Chairman, and Congressmen Peterson, Gibson and Owens for the
opportunity to testify here today.

My father, two brothers and I are partners in a 450 cow dairy
farm in Kinderhook, New York. We raise approximately 1,800 acres
of corn, alfalfa and various grasses for our own herd as well as for
cash crops. In 2011, we erected a grain dryer and storage to further
diversify our business. My wife, Catherine Joy, and I have two chil-
dren, Arend who is 4, Grace who is 2, and it’s my goal as a farmer
and a dad that my kids have the same opportunities to work on
a farm like I did with my dad.

Dairy farming has been on a veritable roller coaster for my fam-
ily and everyone else in the dairy industry for quite some time.
Dairy prices in 2009 caused indescribable pain in the industry. I
think you all know this. While the past 2 years brought consider-
ably better dairy prices to farmers, high inputs have tempered the
average dairy farmer’s optimism. This year’s forecast shows soft-
ening prices paid to farmers, but our inputs are not going down.
In fact, the price of fuel is rising. This is very concerning.

As we look forward, it’s imperative to remember that we are now
in a new paradigm of higher feed prices, so as policy makers and
farmers, we need to keep this in mind as we build our farm busi-
ness plans as well as formulate policy. It’s also important to re-
member that while 2009 was a horrible experience, we cannot set
policy for the next 5 years based solely on 1 year, but rather look
at long-term trends. It is vitally important, as we go through this
farm bill process, Congress not make things worse through their
action or inaction.

While there are some programs and structural pricing aspects
that need to be changed, some programs are working for dairy
farmers. For instance, the Federal Order System has been working.
To dramatically change or eliminate the Federal Order System
would result in pricing and market chaos that is not needed. EQIP
has proven itself to be a valuable and effective program and fund-
ing should be maintained at adequate levels in the next farm bill.
The vision of Capper-Volstead may have not worked a hundred per-
cent perfectly, but overall, my cooperative has played a key role in
helping my farm market my product as well as working with my
neighbors in filling its market while balancing those farms’ produc-
tion. We need to protect this relationship.

Credit is vital to any dairy farm. The cooperative structure of the
Farm Credit System is in the long-term best interest of agriculture
across the country. I urge no new regulatory burdens on Farm
Credit. These are some policies that work reasonably well.

Here are some items that could be reworked: In a perfect world
with perfectly balanced budgets, we should work to improve MILC
as a safety net. However, if we eliminate MILC, what are we put-
ting in its place? Margin insurance programs have promise. LGM
is very effective, although it has a critical flaw of being inaccessible
due to severe under-funding. If MILC is eliminated, there must be
something workable and equitable to replace it.
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Price discovery remains a concern. Theoretically, the CME and
NAS Survey should work. However, with so little trading on the
CME, producers are skeptical. Competitive pay price modeled after
the former M—W could be a way to go here. USDA’s recent rule on
electronic price reporting is a step in the right direction. I appre-
ciate the Committee’s work in bringing this reform to reality. We
will see in the next few months or years what tweaking is needed.
The Price Support Program seems to have outlived its usefulness
and it seems as though there is a national industry consensus to
eliminate it. These savings could be used to bolster whatever safety
net replacement vehicle the farm bill puts in place.

There are also some initiatives that we are not doing that we
should be doing, such as since the 1960s, California has been for-
tifying milk with higher solids, non fat. With study after study
showing that kids are not getting enough calcium, this is a common
sense idea that we should have been doing for years.

The Dairy Security Act should be a major focus of farm bill dis-
cussions. Farm Bureau supports the Dairy Security Act because
the supply management component of this proposal is voluntary. A
voluntary supply management plan gives producers the freedom to
make the best decision for their farm free of D.C. bureaucrats.

Before I close, I would not be doing my job if I did not at least
mention the need for labor in agriculture, not just dairy. In addi-
tion to the DOL’s proposed regulations for youth labor, just need
to point out if there is to be an E-Verify bill there needs to be an
agricultural guest-worker component. Overall, we need immigra-
tion and H-2A reform. While this is not in the jurisdiction of the
Agriculture Committee or the farm bill, I urge each of you as Mem-
bers of Congress to remember that we have a choice in America to
import labor or import food.

I applaud those Members of the Committee like Congressman
Gibson and Congressman Owens, who are working toward that end
and would urge all of you to help us in this endeavor.

(’il‘hank you again for giving me the opportunity to comment here
today.

[The prepared statement of Mr. Ooms follows:]

PREPARED STATEMENT OF ERIC OOMS, DAIRY PRODUCER; PARTNER, ADRIAN OOMS &
SonNs, INC., OLD CHATHAM, NY

Good morning. I would like to start by thanking Chairman Lucas, Congressman
Peterson, Congressman Gibson and Congressman Owens for the opportunity to tes-
tify here today.

My name is Eric Ooms. My father, two brothers and I are partners in a 450 cow
dairy farm in Kinderhook, NY. We raise approximately 1,800 acres of corn, alfalfa
and various grasses for our own herd as well as for cash crops. In 2011, we erected
a grain dryer and storage to further diversify our business. My wife Catherine Joy
and I have two children, Arend who is 4 and Grace who is 2. It is my goal as a
farmer and a father that my kids have the same opportunities to work on the farm
with their dad, like I did with mine.

In my role as Vice President of New York Farm Bureau, I would like to thank
the Committee for holding one of its farm bill field hearings here in the Empire
State where the economic impact of agriculture is well over %4 billion to our state’s
economy. New York can boast about its diversity in food products as well as its na-
tional rankings for certain commodities. We are the second largest apple producer,
third largest grape producer, fourth largest dairy producer and sixth largest vege-
table producing state.

In addition, New York has become the new hot destination for yogurt processing
with our local milk supply and proximity to major east coast populations. You are



9

probably familiar with the recent success stories of Greek yogurt manufacturers
Chobani and Fage, but New York has also recently welcomed the international cor-
porations of Alpina and Mueller to our Genesee Valley Agri-Business Park in Bata-
via. Our own Upstate Niagara Milk Cooperative is also revitalizing the former Kraft
plant in St. Lawrence County for Greek yogurt production. All this yogurt activity
brings opportunity for more sourcing of local milk which New York farmers hope
to meet.

I have been asked to talk about dairy policy as it pertains to the farm bill and
I am happy to do so. Dairy farming has been a veritable roller coaster for my family
and everyone else in the dairy industry for quite some time. Dairy prices in 2009
caused indescribable pain and suffering in the dairy industry, I think you all know
this. While the past 2 years brought considerably better dairy prices paid to farm-
ers, high inputs have tempered the average dairy farmers’ optimism. This year’s
forecast shows softening milk and cheese prices paid to farmers, but our inputs are
not going down. In fact, the price of fuel is rising . . . this is very concerning.

As we look forward, it is imperative to remember that we are in a new paradigm
of higher feed prices. So as policy makers and farmers, we need to keep this in mind
as we build our farm business plans as well as formulate policy. It is also important
to remember that while 2009 was a horrible experience for all of us, we cannot set
policy for the next 5 (or fifty) years based solely on one year, but rather look at long
term trends.

It is vitally important as we go through this farm bill process that Congress not
make things worse through their action or inaction. While there are some programs
and structural pricing aspects that need to be changed, some programs are working
for dairy farmers (even if they are imperfect):

e The Federal Order System has been working and to dramatically change or
eliminate the Federal Order System would result in pricing and market chaos
that is NOT needed. I would further add, that component pricing in the Federal
Orders has worked as well.

e In regards to the Federal pricing formula, the current Class I price differentials
are working. As a New Yorker, I would always like to see them a little higher
and would welcome decoupling of Class I from manufacturing milk for price de-
termination. I do realize that this is not politically realistic and would rec-
ommend Congress not adjust them significantly.

e The continued inclusion and importance of dairy products in the School Meals
Program. There is no better source of calcium, potassium, protein and vitamins
A, D and Bj,. This is a win for kids and farmers.

e The Environmental Quality Incentives Program (EQIP) has proven itself to be
a valuable and effective program that has helped every dairy farmer in one
form or another meet their environmental regulatory obligations. These EQIP
dollars are a smart and cost-efficient investment of taxpayer money for agri-
culture and the environment. EQIP funding should be maintained at adequate
levels in the next farm bill.

e The vision of the Capper-Volstead Act may have not worked out 100% perfect,
but overall my Cooperative has played a key role in helping my farm market
my product as well as working with my neighbors in filling niche markets while
balancing those farms production. We need to protect this relationship.

e Credit is vital to any dairy farm. Over 65% of ag credit in the Northeast is pro-
vided by the Farm Credit System. The Cooperative structure of the Farm Credit
System is in the long-term best interest of agriculture across the country. I urge
no new regulatory burdens on Farm Credit.

Those are some of the policies and programs that work reasonably well. Here are
some items that could be re-worked:

e Milk Income Loss Contract Program (MILC). In a perfect world with perfectly
balanced budgets, we should work to improve MILC as a safety net for pro-
ducers, but we are faced with real-world fiscal issues where money does not
grow on trees. If we eliminate MILC, what are we putting in its place? Margin
insurance programs have promise, and the Livestock Gross Margin insurance
program (LGM) is very effective although it has the critical flaw of being highly
inaccessible due to severe under-funding. Many producers would like to take ad-
vantage of LGM only to find themselves shut out of the program. If MILC is
eliminated, there must be something workable and equitable to replace it.

e Price Discovery remains a concern. Theoretically, using the Chicago Mercantile
Exchange and National Ag Statistics Survey should work; however with so little
trading on the CME, producers are skeptical, rightly or wrongly there is a real
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lack of faith. A competitive pay price modeled after the former Minnesota-Wis-
consin pricing formula could be a way to go here. USDA’s recent rule on audit-
ing and electronic price reporting is a step in the right direction. I appreciate
the Committee’s work in bringing this reform to reality and we will see in the
next few months or years what tweaking is needed.

e Dairy Price Support Program (DPSP). DPSP seems to have outlived its useful-
ness and it seems as though there is national industry consensus to eliminate
it. The savings could be used to bolster whatever safety net replacement pro-
gram vehicle the farm bill puts in place.

e Import assessment for dairy promotion. We certainly appreciate the inclusion
of a $.075 per cwt assessment on imported dairy products in the most recent
farm bill. I would just remind the Committee that domestic producers are still
paying $.15 per cwt for the same promotion.

There are also some initiatives that we are not doing that we should be doing:

e California Standards for Fluid Milk. Since the 1960’s California has been for-
tifying milk with higher solids non fat. With study after study showing that
kids are not getting enough calcium, this is a common sense idea that we
should have been doing for years.

e Farm Savings Accounts. This tax strategy tool helps farmers manage risk vol-
untarily by shifting income during profitable years via tax-deferred deposits
into a savings account for withdrawal during less profitable years.

To comment on the Dairy Security Act, a proposed bill to reform existing pricing
and safety net policies which should be a major focus of farm bill discussions. Farm
Bureau supports the Dairy Security Act because the supply management component
of this proposal is voluntary. If an individual producer chooses to limit production
and the Federal Government wants to incentivize this, that is the producer’s deci-
sion and we support that. Earlier, I mentioned the rapid growth of the yogurt sector
here in New York and the opportunity it brings for more sourcing of local milk. A
voluntary supply management plan gives producers the freedom to make the best
decision for their farm operation—whether that is to enroll in the voluntary supply
management/margin insurance program or increase production to meet new market
demand from yogurt processing.

Before I close, I would not be doing my job if I did not at least mention the need
for labor in agriculture (not just dairy). One of the most serious issues facing farm-
ers today is the U.S. Department of Labor’s (DOL) proposed youth agricultural labor
regulations. Despite a re-proposal of the parental exemption, farmers have no indi-
cation that our concerns will be addressed. Also, the hazardous occupations orders
are set to be finalized in August and the original proposal places serious restrictions
on the activities youth can do on the farm—things that are safe and part of the
learning process on farms. How these will be finalized is a major concern. It is im-
Iior%ant that the Committee remain vigilant on both these issues to protect our fam-
ily farms.

Similarly, if there is to be an E-Verify bill, there needs to be an agricultural
guest-worker component. Overall, we need immigration reform and H-2A reform.
While this is not in the jurisdiction of the Agriculture Committee or the farm bill,
I urge each of you as Members of Congress to remember that we have a choice in
America to import labor or import food. I applaud those Members of the Committee
like Congressmen Gibson and Owens who are working toward that end and would
urge all of you to help us in this endeavor.

I know the road to a new farm bill is long and time is short. NYFB stands ready
to help you and Committee staff craft a thoughtful and workable farm bill to serve
our family farms. Thank you again for giving me the opportunity to comment here
today. I would be happy to answer any questions you have at this time.

The CHAIRMAN. Thank you.
Mr. Rea, proceed when you’re ready.

STATEMENT OF NEAL REA, DAIRY PRODUCER; CHAIRMAN OF
THE BOARD, AGRI-MARK DAIRY COOPERATIVE, SALEM, NY

Mr. REA. Thank you. Chairman Lucas and House Agriculture
Committee Members, thank you for allowing me to testify today
about dairy policy as it impacts me, my family, my farm, and my
cooperative.
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I'm Neal Rea. I own a dairy farm with my wife Carol, our two
sons Thane and Travis, and our daughter-in-law Karen. Our dairy
is located in Washington County, New York, and has been in our
family for more than 200 years. It is because of the unselfish dedi-
cation of my family to the success of our dairy that I am able to
serve as the Chairman of the Board for my cooperative, Agri-Mark,
and on the Board of Directors for NMPF.

Agri-Mark is a dairy cooperative here in the Northeast with more
than 1,200 members in New York and the New England States.
Our members are proud owners of McCadam cheese, an award-win-
ning cheddar produced in Chateaugay, New York, only a short dis-
tance from here. Our members also own our fabulous flagship
brand, Cabot of Vermont. The 2012 Farm Bill is discussed at near-
ly every monthly Agri-Mark board meeting. Today’s hearing is
timely and greatly appreciated.

First, I would like to share our farm experiences of 2009 and the
progression of events leading up to today. Our farm has very little
new equipment. We rely on good used equipment which we main-
tain ourselves. We have milk cow facilities to house about 190
cows. Construction of these facilities was accomplished over many
years with some approaching 45 years old. Our most recent addi-
tion was completed during the winter of 2010 and 2011. Our milk-
ing center is housed in our original stanchion barn.

As 2009 progressed, we've joined the thousands of dairy farm op-
erations that became victims of negative cash flow. Our milk
checks were considerably less than the corresponding bills. There
were tears, sleepless nights, frustration and tension. Carol’s philos-
ophy was, and still is, that we must pay for cows’ feed, we must
pay for electricity, and we must pay for herd health. All other
creditors will be paid as possible. Some months we would only pay
a hundred dollars on a bill that was over a thousand dollars. Our
own pay was delayed by months. It was extremely difficult to face
our agriculture supply and service providers with partial payments
knowing they too had to borrow huge sums of money to cover their
operating expenses and deficit income.

When the situation became overwhelming, we went to Farm
Credit for operating capital. This had a residual effect through
much of 2010 and even into 2011 because of the need to pay back
borrowed money. Our margins were squeezed.

The difference between the farm milk price and feed cost are
often referred to as dairy margins. These margins determine if a
dairy can pay its bills and stay in business. Severely low or even
negative margins in 2009 and 2010 made capital and land invest-
ments impossible. The average margin in 2009 was $3.66. Even
when margins improved in 2010, they were insufficient to cover
costs. Margins did a fair recovery to a degree in 2011 to $7.59, but
are shrinking as we speak and are projected to be about $5.80 this
year.

Given this dire situation on our farm, I was extremely proud to
be selected to the NMPF task force several years ago whose goal
was to develop a new dairy policy for 2012 Farm Bill. T truly be-
lieve it was the affirmation of adversity that brought dairy farmers
from New York and New England together with dairymen from all
over the country to design policy that would provide a better safety
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net, reduce extreme volatility and cost less to government. I have
gained friends and confidants from all across the country with the
same goal.

Margin protection is the key to a successful national dairy policy.
This is exactly why Agri-Mark designed a marginal milk pricing
plan, which later became a vital part of Foundation for the Future
and eventually today’s Dairy Security Act. Combined with an ade-
quate Margin Insurance Program, dairy farmers will have a key
management tool to navigate the current and future extreme farm
milk and feed price volatility climates.

Margin insurance should allow farmers to chose their level of
participation as well as be affordable and encourage all sizes and
types of operations to be protected. However, a break in premium
for producers would be greatly appreciated.

The secret ingredient, from my perspective, is compromise, con-
sensus and commitment. Remarkably, farmers representing about
80 percent of U.S. milk production have come to a consensus, and
we urge you to support the principles of the Dairy Security Act.
Thank you for your attention.

[The prepared statement of Mr. Rea follows:]

PREPARED STATEMENT OF NEAL REA, DAIRY PRODUCER; CHAIRMAN OF THE BOARD,
AGRI-MARK DAIRY COOPERATIVE, SALEM, NY

Chairman Lucas, Ranking Member Peterson and House Agriculture Committee
Members: thank you for allowing me to testify today about dairy policy as impacts
me, my family, my farm, and my co-op.

I am Neal Rea. My wife, Carol, and I own a dairy farm with our two sons, Thane
and Travis, and daughter-in-law Karen. Our dairy is located in Washington County,
and has been in our family for more than 200 years. It is because of the unselfish
dedication of my family to the success of our dairy that I am able serve as the
Chairman of the Board for my cooperative, Agri-Mark and on the board of directors
for National Milk Producers Federation.

Agri-Mark is a dairy cooperative here in the Northeast with more than 1,200
members in New York and the New England states. We have many member farms
north of us along the St. Lawrence River basin; from the Vermont border to Lake
Ontario. Our members are the proud owners of McCadam cheese, an award winning
cheddar produced in Chateaugay, NY—only a short distance from here. Our mem-
bers also own our fabulous flagship brand Cabot of Vermont.

Very seldom does an Agri-Mark monthly board meeting conclude without the 2012
Farm Bill debate being mentioned, so on my own behalf as well as on the farmers
I represent through Agri-Mark, we sincerely appreciate the House Agriculture Com-
mitteﬁ Members and staff traveling to New York to hear from dairy producers like
myself.

First, I would like to share our farm experiences from 2009, and the progression
of events leading up to today’s very timely House Agriculture Committee hearing.
We have very little new equipment on our farm; we rely on good used equipment
which we maintain ourselves. We have milk cow facilities to house about 190 cows.
Construction of these facilities was accomplished over many years; some of our
housing is 45 years old. Our most recent addition was completed during the winter
of 2010/11. Our milking center is housed in the original stanchion barn; the equip-
ment was used and expanded over the years to a current double 9 herringbone.

As the terrible conditions of 2009 played out (progressed) we became the victim
of negative cash flow. Our milk checks were considerably less than the cor-
responding bills. There were tears, sleepless nights, frustration and tension. Carol’s
philosophy was and still is: we must pay for the cows feed, we must pay for elec-
tricity, and we must pay for herd health. All other creditors were on an allotment
program. Some months we could only pay $100 on a bill that was over $1,000.
Sometimes our own pay was delayed by months. It was extremely difficult to face
your agriculture supply personnel with partial payments, knowing they themselves
had to borrow huge sums of money to cover their own operating expenses and deficit
income. When the situation became overwhelming, we went to Farm Credit for oper-
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ating capital. This had residual effects through much of 2010, because of extended
credit and the need to pay back borrowed money.

Dairy farmers are a resilient breed, and I have a deeper appreciation for those
who survived 2009.

Margins (the difference between the feed costs and the milk price) became ever
so important. This is exactly why Agri-Mark designed a program which later be-
came a vital part of the National Milk Producers Federation’s Foundation for the
Future, which is now the basis for the Dairy Security Act.

What has become clear to the dairy producer community from this extraordinary
strain is that we need a combination of approaches to deal with the current situa-
tion. To address the underlying problems that caused this crisis and the many in-
dustry factors that contributed to its depth and protracted nature, we need to focus
on solutions that avoid recurrences of this situation in the future.

Toward that end, NMPF created a Strategic Planning Task Force to seek con-
sensus across the dairy producer community and create a solid “Foundation for the
Future.” I and my co-op, Agri-Mark, have been an integral part of this process. The
goal of the Strategic Planning Task Force was to analyze and develop a long-term
strategic plan for consideration by the NMPF Board of Directors that would have
a positive impact on the various factors influencing both supply and demand for
milk and dairy products. 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 consider the next farm bill.

I was extremely proud to be selected to the NMPF task force, designed to develop
a new dairy policy for the 2012 Farm Bill. I truly believe it was the aforementioned
adversity that brought dairy farmers from NY and Vermont together with dairymen
from all over the country to design a dairy policy that would be less costly to the
government and with the ability to correct the extreme volatility that caused the
wreck of 2009. Throughout the process, I have gained friends and confidants from
other major milk-producing regions of the country including New Mexico, California,
Idaho, Michigan, Wisconsin, Nebraska and Indiana.

Margin protection is the key to the success of a dairy policy. The secret ingredient
from my perspective now is compromise, consensus and commitment.

Rather than offering just one solution, dairy policy must be multi-faceted: it must
refocus existing farm-level safety nets; create a new program to protect farmers
against low margins; and establish a way to better balance dairy supply and de-
mand. I would like to touch on each aspect of this approach.

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 in con-
fronting the destructively low profit margins that occur when input costs, espe-
cially feed prices, shoot up. The Dairy Product Price Support Program, in par-
ticular, has outlived its usefulness and hinders the ability of U.S. and world
markets to adjust timely and effectively to supply-demand signals.

Discontinuing the Price Support Program (DPPSP) would allow greater flexi-
bility to meet increased global demand and shorten periods of low prices by re-
ducing foreign competition in the marketplace. Additionally, shifting resources
from the Price Support Program toward a new margin protection program
would provide farmers a more effective safety net.

As the Chairman and Ranking Member may recall, NMPF vigorously de-
fended the importance of the price support program, albeit modified to make im-
provements in certain respects, in the 2008 Farm Bill process. But at the end
of the day, it is clear 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 commer-
cial buyers 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 our extra production to
the government.

e The Program acts as a disincentive to product innovation.
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It distorts what we produce, i.e., too much nonfat dry milk, and not enough
protein-standardized skim milk powder and whole milk powder as well as
specialty milk proteins such as milk protein concentrate, that are in de-
mand both domestically and internationally. Because the price support pro-
gram is a blunt instrument that will buy only nonfat dry milk—and be-
cause 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
supplies, by encouraging the periodic global surplus of milk products to be
purchased by U.S. taxpayers. Dairy farmers in other countries, particularly
the Oceania region, enjoy as much price protection from the DPPSP as our
own farmers. 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.

o The DPPSP isn’t effectively managed to fulfill its objectives.

Although the DPPSP has a standing offer to purchase butter, cheese and
nonfat 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 mak-
ers choose not to sell to the government for a variety of logistical and mar-
keting-related reasons, such as overly restrictive packaging requirements.
We have tried to address these problems, but USDA has to date been un-
willing 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
2012.

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 re-
turn Class III and IV prices around $10/cwt. But in an era of higher cost
?f production, that minimal price isn’t acceptable in any way, shape or
orm.

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—and dairy suppliers in other countries know
this all too well. As time marches on, so, too, must our approach to helping U.S.
farmers. It is because of this that America’s dairy producers and coops are fo-
cused upon a transitional process that shifts the resources previously invested
in the dairy product price support program and the MILC program, to a new
producer income protection program.

2. Dairy Producer Margin 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 than just the
milk price alone. In order to address this dilemma, dairy farmers and coopera-
tives are supporting a revolutionary new program called the Dairy Producer
Margin Projection Program. It will help insure against the type of margin
squeeze farmers experienced not only in 2009, and also at other points in the
pas:c1 when milk prices dropped, feed costs rose—or both conditions occurred in
tandem.
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In developing the Dairy Producer Marge Protection Program, a few important
principles have been followed:

e Losses caused by either low milk prices or high feed costs need to be cov-
ered.

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.

e The program should not provide incentives to create artificial over-produc-
tion.

e The program must be easy to access by all producers through a simple ap-
plication process or through the assistance of their cooperative.

3. Market Stabilization

Farmers have worked together since 2003, through the Cooperatives Working
Together (CWT) program, to address both the supply and the demand sides of
the equation that ultimately determines milk prices. But more is needed.

The Dairy Security Act contains a market stabilization program that prompts
dairy farmers, only when absolutely needed, to adjust their milk output during
periods of low margins.

To prevent steep and prolonged price declines—the likes of which we suffered
from literally every day in 2009—the stabilization program encourages farmers
to trim their milk output. This allows supply and demand to more quickly align,
prevents dramatic price volatility, and avoids a prolonged l-margin environ-
ment. It also contains provisions that would make the program export-sensitive,
meaning that if the U.S. risks losing its share of world dairy sales because of
a misalignment of prices, the market stabilization program will trigger back
out.

And it’s also important to remember that in the absence of the price support
program, U.S. and world milk prices will naturally be in much greater align-
ment.

Now, this type of system is not for everyone, and the best part is, it’s vol-
untary. Only those producers who opt for the margin protection program would
have to reduce their output. Those who don’t want any government safety net
won’t be subject to the stabilization program.

All of these potential changes will ultimately require a new way of thinking about
dairy economics. The dairy farmers I know recognize something has to be done be-
fore all the farms are gone and if there is one lesson to be learned from 2009; it’s
that change is needed.

Thank you again for your time and attention.

The CHAIRMAN. Thank you.
Mr. Verratti, when you're ready.

STATEMENT OF JEREMY L. VERRATTI, DAIRY AND CROP
PRODUCER, VERRATTI FARMS, LLC, GASPORT, NY

Mr. VERRATTI. Thank you. Good morning. My name is Jeremy
Verratti. I'm a dairy and crop farmer from Gasport, New York, in
Niagara County. I received my 4 year bachelors of science degree
in business administration from the University of Buffalo. I'm a
member of the Asset Liability Committee at Cornerstone Commu-
nity Federal Credit Union and an active member of the Lockport
Alliance Church. I have also been a leader of the Young Coopera-
tors Program at our dairy cooperative, Upstate Niagara, along with
my late wife, Stephanie, who passed away in a car accident a bit
over a year ago.

Members of the Committee, thank you for giving me this oppor-
tunity to testify about the future of family farms in America. The
farm policies that guide your formulation of the 2012 Farm Bill
will have a major impact on sustaining family farms such as ours.
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We are a fourth generation farm called Verratti Farms. At the
moment, my father Dan, my two brothers Daniel and Ben, and I
support our families by working on our farm. To help all of our
families do all of the work on the farm, we have seven full-time
employees and about two part-time employees. We milk over 450
cows. This means that there about 50 cows to generate enough in-
ﬁom(f for each family that is depending on our farm for their liveli-

ood.

Our farm’s main source of income comes from milking cows. We
feed our cows corn and hay that we grow on our own farm. In addi-
tion, we generate cash by selling some of our corn, soybeans and
wheat. We grow these crops on about 1,400 acres of land that our
farm owns and rents.

Verratti Farms has been recognized as a dairy of distinction for
20 years and has won various awards for the high quality of milk
we produce. Our farm has been a member of a cooperative for dec-
ades. As our cooperative has grown, so has the markets for our
milk, both in terms of geography and in terms of the numbers and
types of customer.

For example, instead of just selling fluid milk to retail chains in
western New York, as we did successfully for decades, nowadays
our cooperative sells many different products throughout the
United States and overseas. Among these products are traditional
dairy products such as yogurt, cottage cheese, chip dip and ice
cream mix as well as a number of shelf-stable innovative products
such as sports drinks and dairy-based alcoholic beverages. It is es-
sential that the 2012 Farm Bill help cooperatives and farms such
as ours continue to benefit from these growing markets for dairy
products in the United States and overseas.

The package of ideas called Foundation for the Future achieves
this goal and is the basis for the Dairy Security Act. The package
of ideas set forth in Foundation For the Future is being supported
by National Milk Producers Federation and many others including
myself, Verratti Farms, and my cooperative, Upstate Niagara.

In my brief time with you today, I want to emphasize one of the
essential policies advocated by the Foundation for the Future that
should guide your formulation of the 2012 Farm Bill sustaining
family farms such as Verratti Farms.

Why do I care so much about sustaining family farms? Our farm
in Gasport is now supporting its fourth generation of Verrattis. We
want to stay dairy farmers and we want to stay in Gasport. Not
only is western New York our home and a great place to live, but
our family is heavily invested financially and emotionally in this
farm that has been our home for 75 years.

Financially, here are some of the keys to sustaining family
farms: In the long run, the price level of milk depends on demand
growing for dairy products in the United States and overseas. But
in the short run, from time to time, there are bumps in the road
in pricing that cause great financial and emotional stress on family
farms. Sometimes these bumps are the price we are paid for our
milk, sometimes these bumps are the price we must pay for feed,
fuel and fertilizer.

A key part of the Foundation for the Future is to focus on the
margin between milk prices and input cost such as feed. Margin in-
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surance that is promoted and partially subsidized by the Federal
Government would be very helpful in weathering these bumps in
the road that disrupts normal market pricing. In fact, sometimes,
as in 2009, these bumps are more like a boulder in the field you're
plowing, a seismic shake, or even a widespread earthquake that
threatens the foundation of an entire industry. As a young dairy
producer, I will never forget the financial hardship of 2009.

However, sustaining family farms is more than a matter of good
financial policy. Sustaining family farms is a matter of good public
policy in the broadest sense of the term. We must work to keep our
farms in the communities they are in and we must do it now.

Being widowed at the age of 26 changed my view of life and time.
Time is short. God gives us days to work as farmers and He gives
us days to work as elected officials. However, none of us knows how
long that particular opportunity will present itself.

I want to marry again, have children, and be able to raise those
children around the farm. Members of this Committee, please move
forward with meaningful change so that I may realize these
dreams. Thank you for your time and attention.

[The prepared statement of Mr. Verratti follows:]

PREPARED STATEMENT OF JEREMY L. VERRATTI, DAIRY AND CROP PRODUCER,
VERRATTI FARMS, LLC, GASPORT, NY

My name is Jeremy Verratti. I am a dairy and crop farmer from Gasport, New
York near Lockport.

I received my 4 year Bachelor’s of Science Degree in Business Administration
from the University at Buffalo. I am a member of the Asset Liability Committee
(ALCO) at Cornerstone Community Federal Credit Union and an active member of
the Lockport Alliance Church.

I have also been a leader of the Young Cooperators program at our dairy coopera-
tive, Upstate Niagara, along with my late wife, Stephanie, who passed away in a
car accident a bit over a year ago.

Members of the Committee, thank you for giving me this opportunity to testify
about the future of family farms in America. The farm policies that guide your for-
mulation of the 2012 Farm Bill will have a major impact on sustaining family farms
such as ours.

We are a fourth generation farm, called Verratti Farms. At the moment, my fa-
ther (Dan), my two brothers (Daniel and Ben), and I support our families by work-
ing on our farm. To help our families do all of the work on the farm, we have seven
full-time employees and about two part-time employees.

We milk over 450 cows. This means that there are about 50 cows to generate
enough income for each family that is depending on our farm for their livelihood.

Our farm’s main source of income comes from milking cows. We feed our cows
corn and hay that we grow on our own farm. In addition, we generate cash by sell-
ing some of our corn, soybeans and wheat. We grow these crops on about 400 acres
of land that our farm owns and about 1,000 acres of land that we rent.

Verratti Farms has been recognized as a Dairy of Distinction for 20 years and has
won various awards for the high quality milk we produce.

Our farm has been a member of a cooperative for decades. As our cooperative has
grown, so have the markets for our milk—both in terms of geography and in terms
of the numbers and types of customers.

For example, instead of just selling fluid milk to retail chains in western New
York as we did successfully for decades, nowadays our cooperative sells many dif-
ferent products throughout the United States and overseas. Among these products
are traditional dairy products such as yogurt, cottage cheese, chip dip, and ice cream
mix, as well as a number of shelf stable, innovative products such as sports drinks
and dairy-based alcoholic beverages.

It is essential that the 2012 Farm Bill help cooperatives and farms such as ours
continue to benefit from these growing markets for dairy products in the United
States and overseas. The package of ideas called “Foundation for the Future”
achieves this goal and is the basis for the Dairy Security Act.
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The package of ideas set forth in Foundation for the Future is being supported
by National Milk Producers Federation and many others, including myself, Verratti
Farms, and my cooperative, Upstate Niagara.

In my brief time with you today, I want to emphasize one of the essential policies
advocated by Foundation for the Future that should guide your formulation of the
2012 Farm Bill—sustaining family farms such as Verratti Farms.

Why do I care so much about sustaining family farms? Our farm in Gasport is
now supporting its fourth generation of Verrattis. We want to stay dairy farmers.
And we want to stay in Gasport. Not only is Western New York our home, and a
great place to live, but our family is heavily invested financially and emotionally in
this farm that has been our home for 75 years.

Financially, here are some of the keys to sustaining family farms.

In the long run, the price level for milk depends on demand growing for dairy
products in the United States and overseas.

But in the short run, from time to time there are bumps in the road in pricing
that cause great financial and emotional stress on family farms. Sometimes these
bumps are the price we are paid for our milk. Sometimes these bumps are the price
we must pay for feed, fuel and fertilizer.

A key part of Foundation for the Future is to focus on the margin between milk
prices and input costs such as feed. Margin insurance that is promoted and partially
subsidized by the Federal Government would be very helpful in weathering the
bumps in the road that disrupt normal market pricing. In fact, sometimes (as in
2009) these “bumps” are more like a boulder in the field youre plowing, a small
seismic shake, or even a widespread earthquake that threatens the foundation of
an entire industry. As a young dairy producer, I will never forget the financial hard-
ship of 2009.

However, sustaining family farms is more than a matter of good financial policy.
Sustaining family farms is a matter of good public policy in the broadest sense of
the term. We must work to keep our farms in the communities they are in and we
must do it now.

Being widowed at the age of 26, changed my view of life and time. Time is short.
God gives us days to work as farmers and he gives us days to work as elected offi-
cials. However, none of us knows how long that particular opportunity will present
itself. I want to marry again, have children and be able to raise those children
around the farm. Members of this Committee, please move forward with meaningful
change so that I may realize these dreams.

Thank you for your time and attention.

The CHAIRMAN. Thank you, Mr. Verratti.
Ms. Ledoux, whenever you're ready.

STATEMENT OF MICHELE E. LEDOUX, BEEF PRODUCER,
ADIRONDACK BEEF COMPANY, CROGHAN, NY

Ms. LEDOUX. Good morning, Mr. Chairman, Congressman Gib-
son, Congressman Owens, my Congressmen, and Members of the
Committee. My name is Michele Ledoux and I am a beef producer
from Croghan, New York.

Before I begin, I'd like to thank you for traveling to the North
Country to hold this field hearing on the farm bill. Most people
don’t think of New York when they think of agriculture, but it is
one of the state’s most important industries.

I'm particularly grateful that Congressman Owens and Congress-
man Gibson are Members of the Agriculture Committee, especially
as Congress begins to rewrite the farm bill this year. They are an
important voice for this region, where agriculture is the driving
force of our local economy.

I appreciate the opportunity to testify on issues related to the
livestock industry in upstate New York. My farm, the Adirondack
Beef Company, is located outside of Croghan. It’s a small village
that may be best known as home of the American Maple Museum.
During this time of the year, you can see steam rising from many
sugar houses in and around the village. Croghan is located in
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Lewis County which has twice as many cows as people, though
most are dairy with only about 800 beef cows in the county. This
is not surprising. Nationwide, New York is the third largest dairy
state, but ranks 34th for cattle production.

With my husband Steve, son Jake, daughter Camille, our ex-
tended family and partner Ralph Chase, we operate a natural beef
operation. We have not used any antibiotics or growth promotants
for the past 12 years. We run approximately 50 shorthorn brood
cows, with an Angus bull, as a cow/calf operation. We calve out in
the spring, market the feeder calves in the winter, and finish some
for the direct-to-consumer and restaurant markets.

Our family also raises natural lamb and pork. Our children have
their own egg-laying operations and meat-bird business. This diver-
sity allows us to offer a selection of meat products that consumers
want when we sell at the farmers’ market.

Our farm is a member of the Pride of New York Program, the
New York State Beef Producers Association and Adirondack Har-
vest, all organizations that help us with branding, marketing and
promotion of our products. Our children are involved in both the
Lewis County 4-H Youth Program and the Beaver River FFA Pro-
gram. We hope that they can stay on the farm, but know that agri-
culture is a tough business for young people who have many other
opportunities. The policies that you enact in Washington this year
will help determine whether my son can make his living as a fam-
ily farmer.

As an aside, my daughter wants to be a large-animal veteri-
narian, helping to fill a shortage of these professionals in upstate
farm communities. As a beef producer, 'm delighted there will be
a new veterinarian in the pipeline. For Camille’s sake, I hope you
keep reauthorizing the Veterinarian Medicine Loan Repayment
Program until she’s ready for it.

In addition to running our farm, both my husband and I have
full-time jobs in ag-related industries. Steve works for Shur-Gain,
an animal feed company, and I work for the local Cornell Coopera-
tive Extension office, for the past 26 years, where I am currently
the Executive Director of Lewis County.

I want to make it clear that I am not testifying on behalf of Cor-
nell University or Cornell Cooperative Extension system, but as an
independent beef producer who happens to work for extension. My
hands-on farm experience makes me a better extension agent be-
cause I know firsthand what educational programs, resources and
support are most relevant and needed for beef producers in our re-
gion. This is important because the Continuing Education Pro-
grams offered through Cornell Cooperative Extension and the New
York State Department of Agriculture and Markets help us main-
tain a quality operation and a competitive edge.

For example, my family has completed the Masters of Beef Advo-
cacy and the Beef Quality Assurance Certification Programs. We
also work with our veterinarian, Dr. Deanna Fuller, to attain our
status as a bovine viral diarrhea and Johne’s-free herd through the
New York State Cattle Health Assurance Program. This program,
sponsored by Agriculture and Markets and managed by the New
York State Animal Health Diagnostic Laboratory at Cornell, en-
sures that ours is a clean, certified herd. It goes without saying
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that the livestock and dairy industries rely on a comprehensive and
well-funded animal health network that conducts routine surveil-
lance, monitoring and research to protect our herds from outbreaks
and emerging diseases.

Research, Education and Extension Programs at land-grant uni-
versities like Cornell are among the several farm bill programs
that are of critical importance to the New York livestock industry.
Farmers’ Market Programs, that direct to consumer market, is a
very important source of income for us. Our farm sells at the Cen-
tral New York Regional Farmers’ Market in Syracuse, and we also
are considering starting a Community-Supported Ag Program to
support our local sales.

We found that our consumers are willing to pay a premium for
our natural beef. The higher prices we receive in farmers’ markets
allows us to cover the added costs of producing beef by these meth-
ods. Grants from the Farmers’ Market Promotion Program to the
Farmers Market Federation of New York has helped us with train-
ing and joint marketing. It’s also supported region groups working
on CSA models. In addition, cooperative extension is involved in
these efforts by providing direct marketing training, seminars and
workshops to farmers who have no experience selling to consumers.

The Farmers Market Nutrition Program is an important source
of income and a critical resource in helping expand farmers’ mar-
kets into new areas. New York State has the most successful
FMNP Program in the country and should serve as a model for
other states.

I urge you to reauthorize and fully fund the FMNP Program for
both seniors and for WIC families. As the demand for local food
grows, farmers’ markets and other forms of direct sales have
helped increase the viability and profitability of many farms like
mine. Reauthorization and expansion of these programs should be
a top priority in the farm bill.

The 2008 Farm Bill finally included Permanent Disaster Assist-
ance Programs that should be included, should be continued in
2012. Farmers need some assurance of protection when a cata-
strophic disaster strikes. Ad hoc assistance is too uncertain, espe-
cially in the current budget environment in Washington, D.C., and
the state, and often takes too long to access.

We took advantage of Disaster Programs when a drought hit our
farm a few years ago. New York State most recently had to deal
with flooding from Hurricane Irene and Tropical Storm Lee last
summer. While my farm was not affected, I know many producers
in other parts of the state who lost entire crops including forage for
their herds. The New York State Soil and Water Conservation Dis-
trict and Cornell Cooperative Extension office stepped in to provide
help, information and resources to farmers and citizens.

As a beef producer, I know that the Livestock Indemnity Pro-
gram and the Emergency Livestock Assistant Program are the
most useful programs for me if disaster strikes and should be reau-
thorized in the farm bill. Programs in the farm bill that help begin-
ning farmers as they are getting established are important when
you consider the nation’s aging farmer base. These programs pro-
vide resources, training, education, and loans for new farmers.
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I think of Casey Nelsen, an animal science major in his junior
year of college, who has been up to our farm for the experience. He
is not from a farm background but wants to farm when he grad-
uates. Without support of the Beginner Farmer Programs, his bar-
riers to entry would be difficult for him to overcome.

Through my work with cooperative extension, we have posted a
Beef 101 series of workshops for beginner beef farmers in such ba-
sics as vaccinations, fencing, equipment, worming and feeding. It
has been such a success that it’s been replicated in other parts of
the state. The 2008 Farm Bill made the Beginner Farmer Program
a mandatory program to ensure that it received funding every year.

As you know, all the mandatory programs are zeroed out in the
President’s 2013 budget because their authorization expires at the
end of the current fiscal year. Extension and reauthorization of this
program would help provide new farmers with the resources they
need to get started. In addition, training programs provided
through the formula-based programs like Smith-Lever for extension
and Hatch for research are vital sources of information for beginner
farmers.

The CHAIRMAN. Can you summarize, Ms. Ledoux?

Ms. Lepoux. If you'll indulge me, the Department of Labor’s
youth labor regulations are not technically part of the farm bill, but
several Smith-Lever Programs, including the 4—H Youth Develop-
ment and Youth Farm Safety touch on these issues, and I ask that
you think about the fact that we need to keep young teenagers par-
ticipating in education and training to address these safety issues
and those are very important. Thank you.

[The prepared statement of Ms. Ledoux follows:]

PREPARED STATEMENT OF MICHELE E. LEDOUX, BEEF PRODUCER, ADIRONDACK BEEF
CoMPANY, CROGHAN, NY

Good morning, Mr. Chairman, Mr. Peterson, Congressman Gibson, Congressman
Owens—my Congressman—and Members of the Committee. My name is Michele
Ledoux. I am a beef producer from Croghan, New York. Before I begin, I'd like to
thank you for traveling to the North Country to hold this field hearing on the farm
bill—most people don’t think of New York when they think of agriculture, but it is
one of the state’s most important industries. I am particularly grateful that Con-
gressman Owens and Congressman Gibson are Members of the Agriculture Com-
mittee, especially as Congress begins to rewrite the farm bill this year. They are
an important voice for this region, where agriculture is the driving force of our local
economy. I appreciate the opportunity to testify on issues related to the livestock
industry in Upstate New York.

My farm—the Adirondack Beef Company—is located outside of Croghan, a small
village that may be best known as the home of the American Maple Museum. Dur-
ing this time of the year, you can see steam rising from the many sugarhouses in
and around the village. Croghan is located in Lewis County, which has twice as
many cows as people—though most are dairy, with only about 800 hundred beef
cows. This is not surprising: nationwide, New York is the third largest dairy state,
but ranks 34th for cattle production.

With my husband Steve, son Jake, daughter Camille, our extended family, and
partner Ralph Chase, we operate a natural beef operation. We have not used any
antibiotics or growth promotants for the past 12 years. We run approximately 50
Shorthorn brood cows with an Angus bull as a cow/calf operation. We calve out in
the spring, market the feeder calves in the winter, and finish some for the direct-
to-consumer and restaurant markets. Our family also raises natural lamb and pork.
Our children have their own egg laying operation and meat bird business. This di-
versity allows us to offer a selection of meat products that consumers want when
we sell at farmers’ markets.

Our farm is a member of the Pride of New York program, the New York State
Beef Producers Association, and Adirondack Harvest—all organizations that help us
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with branding, marketing, and promotion of our products. Our children are involved
in both the Lewis County 4-H Youth Program and the Beaver River FFA Program.
We hope that they can stay on the farm, but know that agriculture is a tough busi-
ness for young people who have many other opportunities. The policies that you
enact in Washington this year will help determine whether my son can make his
living as a family farmer. As an aside, my daughter wants to be a large animal vet-
erinarian, helping to fill a shortage of these professionals in Upstate farm commu-
nities. As a beef producer, I'm delighted that there will be a new veterinarian in
the pipeline. For Camille’s sake, I hope you keep reauthorizing the Veterinary Medi-
cine Loan Repayment Program until she’s ready for it!

In addition to running our farm, both my husband and I have full time jobs in
agriculture-related industries. Steve works for Shur-Gain, an animal feed company,
and I have worked for the local Cornell Cooperative Extension office for the past
26 years, where I am currently Executive Director of the Lewis County office. I want
to make it clear that I am not testifying on behalf of Cornell University or the Cor-
nell Cooperative Extension System, but as an independent beef producer who hap-
pens to work for Extension. My “hands on” farm experience makes me a better Ex-
tension agent, because I know firsthand what educational programs, resources, and
support are most relevant and needed for beef producers in our region. This is im-
portant because the continuing education programs offered through Cornell Cooper-
ative Extension and the NY State Department of Agriculture & Markets help us
maintain a quality operation and a competitive edge.

For example, my family and I have completed the Master of Beef Advocacy and
the Beef Quality Assurance Certification programs. We also work with our veteri-
narian, Dr. Deanna Fuller, to attain our status as a Bovine Viral Diarrhea- and
Johnes-Free Herd through the New York State Cattle Health Assurance Program.
This program, sponsored by Agriculture & Markets and managed by the New York
State Animal Health Diagnostic Laboratory at Cornell, ensures that ours is a clean,
certified herd. It goes without saying that the livestock and dairy industries rely on
a comprehensive and well-funded animal health network that conducts routine sur-
veillance, monitoring, and research to protect our herds from outbreaks and emerg-
ing diseases.

Research, education, and extension programs at land-grant universities like Cor-
nell are among several farm bill programs that are of critical importance to the New
York livestock industry. Let me tell you about some others:

Farmers Market Promotion Programs. The direct-to-consumer market is a
very important source of income for us. Our farm sells at the Central New York Re-
gional Farmers Market in Syracuse, and we are also considering starting a Commu-
nity Support Agriculture (CSA) program to improve our local sales. We've found that
our customers are willing to pay a premium for our natural beef.

The higher prices we receive in farmers markets allow us to cover the added costs
of producing beef by these methods.

Grants from the Farmers Market Promotion Program to the Farmers Market Fed-
eration of New York have helped us with training and joint marketing; they have
also supported regional groups working on CSA models. In addition, Cooperative Ex-
tension is involved in these efforts by providing direct marketing training, seminars,
and workshops to farmers who have no experience selling to consumers. The Farm-
ers Market Nutrition Programs is an important source of income and a critical re-
source in helping expand farmers’ markets into new areas. New York State has the
most successful FMNP program in the country, and should serve as a model for
other states. I urge you to reauthorize and fully fund the FMNP program for both
Seniors and for WIC families. As the demand for local food grows, farmers markets
and other forms of direct sales have helped increase the viability and profitability
of many farms like mine. Reauthorization and expansion of these programs should
be a top priority in the farm bill.

Disaster Assistance Programs. The 2008 Farm Bill finally included permanent
disaster assistance programs that should be continued in 2012. Farmers need some
assurance of protection when a catastrophic disaster strikes. Ad hoc assistance is
too uncertain—especially in the current budget environments in Washington DC
and the states—and often takes too long to access. We took advantage of disaster
programs when a drought hit our farm a few years ago. New York State most re-
cently had to deal with flooding from Hurricane Irene and Tropical Storm Lee last
summer. While my farm was not affected, I know many producers in other parts
of the state who lost entire crops, including forage for their herds. The New York
State Soil and Water Conservation Districts and Cornell Cooperative Extension of-
fices stepped in to provide help, information, and resources to farmers and citizens.
As a beef producer, I know that the Livestock Indemnity Program (LIP) and Emer-
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gency Livestock Assistance Program (ELAP) are the most useful programs for me—
if disaster strikes—and should be reauthorized in the farm bill.

Beginning Farmer Programs. Programs in the farm bill that help beginning
farmers as they are getting established are important, when you consider the na-
tions’ aging farmer base. These programs provide resources, training, education, and
loans for new farmers. I think of Casey Nelsen, an animal science major in his jun-
ior year of college, who has been up to help on our farm for the “experience.” He
is not from a farm background, but wants to farm when he graduates. Without the
support of the beginning farmer programs, the barriers to entry would be difficult
for him to overcome. Through my work with Cooperative Extension, we have hosted
a “Beef 101” series of workshops for beginner beef farmers on such basics as vac-
cinations, fencing, equipment, worming, and feeding. It has been such a success that
it is being replicated in other parts of the state.

The 2008 Farm Bill made the Beginning Farmer program a mandatory program,
to ensure that it received funding every year. As you know, all the mandatory pro-
grams are “zeroed-out” in the President’s 2013 budget because their authorization
expires at the end of the current fiscal year. Extension and reauthorization of this
program will help provide new farmers with the resources they need to get started.
In addition, training programs provided through the formula-based programs like
Smith-Lever for extension and Hatch for research, are vital sources of information
for beginning farmers.

Country-of-Origin Labeling. Country-of-Origin Labeling (“COOL”) is an impor-
tant program for both livestock producers and consumers. In my experience with di-
rect sales, people want to know where their food comes from, to be sure that it is
safe and healthy. Since the World Trade Organization has ruled that COOL require-
ments for beef and pork are not WTO-compliant, USDA needs to write rules that
preserve the intent of COOL while conforming to our international trade agree-
ments. We know that it is possible for COOL to be WTO-compliant, because other
countries have successfully instituted COOL programs. Even apart from the farm
bill, it is important that Congress instruct USDA to fix the problems with the U.S.
system as soon as possible, so that producers across the country aren’t harmed by
retaliatory tariffs from Canada and Mexico.

Youth Labor Regulations. Although the Department of Labor’s youth labor reg-
ulations are not technically part of the farm bill, several Smith-Lever programs—
including 4-H Youth Development and Youth Farm Safety—touch on these issues.
If you will indulge me, I would like to tell you that the Labor Department’s recent
proposal to change the youth agricultural labor regulations threatens the operations
of family farms. Youth safety on farms—because of the Smith-Lever programs I
mentioned—has been improving.

The DOL’s proposal, however, cuts at the heart of family tradition by preventing
young people from working on their family’s farm. My children have been in the
barn with us doing chores and learning responsibility since they were young. We
have taught them how to work safely around machines and animals, so that they
have grown up to be as safety-conscious as my husband and I. As a farm mother,
I can tell you that the best way to ensure a future generation of farmers is to teach
them safety while they are young, so that it becomes a lifelong habit.

DOL’s proposal, however, will prevent young teenagers from participating in the
education and training programs that have been developed specifically to address
safety issues. For example, the Cornell Cooperative Extension 4-H program spon-
sors a Tractor Safety Program each spring in many New York counties to teach
young teenagers how to operate farm equipment safely. My 15 year old son will be
taking the program this year. These are the kinds of educational programs that
need to be supported and continued.

Conclusion. In conclusion, I know that you will be faced with many difficult deci-
sions as you write the farm bill this year. Mr. Chairman, I'd like to thank you and
the Committee—especially Mr. Owens and Mr. Gibson—for giving me the chance to
tell you about some of the programs that have helped my family and me run a suc-
cessful beef operation in Upstate New York. I hope that you will take these views
into consideration as you move forward.

I would be please to answer any questions you have.

The CHAIRMAN. Thank you.

I now recognize myself for 5 minutes.

Probably a good way to start this give-and-take questioning is to
observe something that really comes clear in Ms. Ledoux’s com-
ments, and that is the challenges of the budget process.
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If we just were to extend the existing farm bill for another 5
years, we would be about $9 billion short. In the way the previous
farm bill was put together, there was not a permanent stream of
funding for all programs, as she correctly noted, and a number of
those programs are not funded, even if the authorization is in force,
we have that challenge.

We also will be spending less money on the next farm bill,
whether it’s the $23 billion reduction in spending compared to the
previous farm bill that was agreed to by the principals of the Agri-
culture and Senate Committee or the President’s 532 million pro-
posed reduction, or the $40+ billion reduction suggested last year
by the House Budget Committee, we’ll have less money to spend.
So that makes our challenges tougher trying to be responsible and
keep the good things.

That said, I must note, Ms. Ledoux, I'm always happy to see a
fellow shorthorn producer, someone who is working also very hard
to address some of the diseases and genetic issues, not just within
our breed but within all breeds. That’s responsible stewardship and
that’s part of our responsibilities.

I would first start by asking this question, and my colleagues
who served on these panels with me for a number of years know
that by my nature as an ag economist, a western Okie, there are
a few fundamental things I'm always very curious about. Can you
tell me, for just a moment, about land prices in your particular
areas, the farmland? Up, down, sideways, it’s all being bought by
developers? Just a quick observation.

Mr. Ooms. Well, I'm in Kinderhook, which is just south of Al-
bany. I can be parked at the Statue of Liberty in 2 hours on a Sun-
day morning.

The CHAIRMAN. Oh, my goodness.

Mr. Ooms. Land prices are down in our area, but land and farm
land are not necessarily the same thing. But farm land that’s de-
velopable is way down and some farm land, a good tract of farm
land in our neighborhood, beautiful, it’s great soil, about 80 percent
tillable, went for $4,500 an acre. And there is some other land, if
it’s preserved and the development rights extinguished, you're talk-
ing between a $1,000 and $2,000 an acre. That’s what I would pay.
I don’t know exactly what others would pay. So, but land values
are down because that $4,500 in 2008 would have been—$10,000
would have been pretty much in the ball park.

The CHAIRMAN. Anyone else wish to comment?

Mr. REA. I'd like to make a comment. It depends pretty specifi-
cally on the region. We have an area just 30 miles away where it
seems to be quite popular to have a lot of horse farms, and it’s cer-
tainly escalated the value of land there. Our land right in our par-
ticular Washington County is pretty stable. We've—we've pur-
chased farm land for about the same price recently as we did 10
years ago.

Mr. VERRATTI. Not a lot of development pressure, but I know in
our neck of the woods, in Niagara County, open ag land is limited.
So open agriculture land, the rents are on their way up. As far as
the prices in our particular county for purchase, they range be-
tween $2,000 and $3,000, depending on the quality of the acreage,
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but seem to be heading up in correlation with soybean and corn
prices.

Ms. LEDOUX. Obviously, I'm in a more rural county, and it’s
about $800 to $1,000 for tillable land.

The CHAIRMAN. Fair enough.

For those of you who deal with the crop side of the equation, and
we'll talk about dairy in just a moment, tell me your opinions, your
observations about what you hear in regards to how present crop
insurance works and where you’d like to go on the crop side.

Mr. Ooms. Personal—personal opinion, we signed up for the cat-
astrophic coverage that FSA requires and maybe someday we’ll fig-
ure out the rest of it. So we don’t really worry about it.

The CHAIRMAN. Understandable answer. Yes.

Mr. REA. We have not used crop insurance in the past just be-
cause there would have to be a catastrophic loss to get a third of
what you would lose, and we just haven’t thought that that was a
fair exchange for the premiums.

Mr. VERRATTI. We do—the premiums seem to be cheap enough
for us for catastrophic—the cat insurance that we have been sign-
ing up for it. Actually, particularly this year, roughly 2 weeks ago,
we had a crop insurance rep come in from ADM, and we are look-
ing at it. It seems to be, because of the subsidy on that crop insur-
ance, it seems to be very reasonable and at some lower reasonable
levels for production on the crops side, we are looking at going in
that direction.

As far as the other sort of programs and payments, direct and
countercyclical payments, not a big deal. They seem to be a drop
in the bucket in the grand scheme of things with the increase in
crop income. They don’t seem to be very effective. It’s money, we’ll
take it, but it’s not a game changer.

The CHAIRMAN. With that, my time has expired. I would now rec-
ognize the gentleman from Georgia, Mr. Scott, for 5 minutes.

Mr. DAVID ScOTT of Georgia. Thank you, Mr. Chairman, and let
me just say that each of your testimony has been very, very inter-
esting and very, very informative.

I'd like to touch upon a couple of areas that I'm equally vitally
concerned about, and that is the threats to our family farms. And
I think each of you are certainly, you Mr. Verratti and Ms. Ledoux,
I hope I pronounced that right, mentioned that. What are the one
or two major threats that you see right now to the existence of our
family farms? I think you went into a couple of those, but just for
the record.

Mr. VERRATTI. I'll go ahead and go first. That’s a great question,
Congressman Scott. I would say the two top for me would be milk
pricing, which I addressed in my testimony. More specifically, the
margin between your—the income from the milk and the expenses.
I do the books. I'm kind of the account manager at the farm, which
sometimes has caused me to grind my teeth, but it’s been a gen-
erally good experience. But you’re always going to have your labor
and—and your feed at the very top of your expenses, so that’s why
there’s so much discussion between the income from milk and the
cost of feed. That margin is very, very important.

Second thing would be regulation. I'd like to see less regulation
on small businesses in general in this country, especially farms.
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For us specifically, we put a lot of money last year into CAFO, get-
ting ourselves in line as far as regulations between manure quality,
manure water quality, and these types of things.

And I just want to continue to make the point that dairy farmers
and farmers in general were the original recyclers. We invented
sustainability, if I dare say so myself. We take a not-so-nice prod-
uct from the back end of a cow and reuse it and make crops and—
and move forward that way. And it’s an important thing and I
don’t want to see that stifled by high, high amounts of regulation.

Mr. DAVID ScOTT of Georgia. Let me ask you real quickly about
the Labor Department’s proposed regulation dealing with child
labor, I know that they put a parental exemption into it. Tell me
what effect would this regulation, this new rule by the Labor De-
partment regulating child labor affect a family farm?

Mr. VERRATTI. It would definitely affect it. You saw in my testi-
mony I look forward to raising my kids, God willing, on the farm.
I was raised, I worked on the farm, I lived right on the farm
since—my entire life. I would love to see that regulation go away
just because I think it’s a great way to train kids how to work, and
to show them the business and to teach them a great work ethic.

Mr. DAaviD ScoTT of Georgia. Now one of the things that we’re
looking at in this new farm bill is to be able to, in addition to our
research grants that we give to our universities and colleges, that
we can put some language in there that would allow some of this
money to go into scholarships to give the young people who would
go into agriculture related areas, which I think would be very help-
ful. Would that be helpful?

Mr. VERRATTI. That would be fantastic, sir. I would love that.

Mr. DAVID ScOTT of Georgia. And before my time goes up, Ms.
Ledoux, you—you—you made an interesting comment of you don’t
use antibiotics.

Ms. LEDOUX. Correct.

Mr. DAVID ScoTT of Georgia. And what’s the result of that?
That’s—I mean, how do you treat your sick animals?

Ms. LEDOUX. First of all, we run a—a Vaccination Program for
our animals, so we are—just like you would vaccinate your chil-
dren, we vaccinate our cows. And so we have been very fortunate,
that we look at our animals. We see them every day. And if we do
have an animal that is sick, we will treat it with antibiotics, but
we pull it out of the general population. And so it’s not something
that we would sell to our consumers.

Mr. DAvVID ScorT of Georgia. So——

Ms. LEDOUX. So I would not let that animal die

Mr. DAVID ScoTT of Georgia. Right.

Ms. LEDOUX.—if it needed antibiotics.

Mr. DAvVID ScoTT of Georgia. Well, I get a feeling that you may
sense that there’s something wrong with using antibiotics?

Ms. LEDOUX. No, absolutely not. I think, you know what? Every-
body needs to do what is good for them. Our consumers would pre-
fer animals that are antibiotic-free and no growth hormones.

Mr. DAVID ScOTT of Georgia. Right.

Ms. LEDOUX. And so that meets our consumers that we deal
with. There’s nothing wrong with using antibiotics.
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Mr. DAVID ScoTT of Georgia. Very good. And Mr. Ooms, you
mentioned in your testimony about EQIP, which I think is an ex-
traordinarily important program that we've got to give incentives
to ranchers and farmers so that we can keep the animal waste out
of our rivers and streams.

What impact do you believe would have if we cut—because there
is a feeling in the new farm bill, as the Chairman mentioned, budg-
etary—and I mentioned in my opening comments, budgetary re-
straints, and there’s a uniform figure maybe we have to cut things
by ten percent. What would cutting the incentives by ten percent,
what effect would that have on this excellent program?

Mr. OomMms. Sure. If I could just, I have a 4 year old and a 2 year
old, and when my—when I was a kid—as far as the Department
of Labor regulations, when I was a kid, my dad would take me on
a Massey-Harris 33 with just the steel fenders, and you held on for
dear life.

My 4 year old goes with me on our 4850 John Deere, which is
a 30 year old tractor with a cab, and I wouldn’t even dare to take
him on the other tractor. According to the Department at Labor
regulations, my kids could—I realize mine are really small. I'm
probably not legal anyway. But—the point—the point is, that they
couldn’t be on any power—they couldn’t use any power equipment.
That’s a big concern.

As far as EQIP, on our farm, the reason why EQIP is great is
because we have—we are—we milk 400 cows and therefore we are
a medium-sized CAFO in New York. New York has some of the
leading CAFO rules in the country, and we’ve done a lot of storage
and management, nutrient management on our farm. And EQIP
has helped pay for the cash investment, but we’ve had a 50 percent
sweat investment in what—and some cash of our own. We just
wouldn’t be able to do some of these things because we’re pro-
tecting everyone’s environment, it’s everyone’s investment. And
while we want a good environment, some of these things are rea-
sonable, but we talk about profitability all the time, that if we had
profitability, then we wouldn’t need EQIP.

Mr. DAVID ScOTT of Georgia. So the bottom line is a ten percent
cut, if we did that, would have a very devastating impact?

Mr. Ooms. Yes, and I consciously mentioned EQIP in my testi-
mony, but not any other funding for that reason, because EQIP is
important.

The CHAIRMAN. The gentleman’s time has expired. The chair now
recognizes the gentleman from Virginia, Mr. Goodlatte, for 5 min-
utes.

Mr. GOODLATTE. Thank you—thank you Mr. Chairman, and I
want to thank you for bringing the Committee to this beautiful
part of New York State and it’s a pleasure to be here. When I was
Chairman of the Committee, prior to the writing of the last farm
bill, we held a hearing in New York, but it was much further west,
in the Finger Lakes region, and so it’s great to see this part of New
York. And such a great turn out here, too. This is a really good re-
sponse from folks interested in agriculture here in New York.

I want to say that, as has already been said, the financial pres-
sures on the Agriculture Committee, in fact on the entire Congress,
with regard to our entire budget with the fourth year in a row now
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that we’re going to have deficits in excess of a trillion dollars,
will—of necessity mean that we will have fewer resources when we
work on this farm bill. So I want to focus on some of the things
that we can do that, either don’t cost as much money or cost some
money but replace programs that might cost a lot more.

One of those areas was mentioned by Mr. Scott and was men-
tioned by Ms. Ledoux, and just a—a moment ago by Mr. Ooms, and
that’s regulatory issues. I just introduced this—this week legisla-
tion to halt the effort of the EPA that affects some parts of New
York, again, further west from here, but also the other five states
in the Chesapeake Bay watershed, which includes my district in
the Shenandoah Valley of Virginia, from usurping power from the
states and imposing mandatory regulations in an area where the
states have made considerable progress in reducing sedimentation
and phosphorus and nitrogen going into the Bay and attempting to
replace that with mandates for which they’ve done no cost-benefit
analysis and no effort to make sure that this will actually help the
Bay in any significant way. Which we certainly want to the do, but
not at the expense of, in the Commonwealth of Virginia, an esti-
mated $16 billion in cost to the state, to localities, to farmers, to
other businesses, home builders, and so on.

All of that is very important as are some of the other regulations
we talked about here. But we can’t do some of those things in the
farm bill, because of the fact jurisdiction, for example, with the
Chesapeake Bay, rests primarily with other committees. So we’ll be
working with Members in those committees to push forward on
that.

But in the farm bill, I want to ask what each of you do with re-
gard to risk management. What kind of risk management prac-
tices, if any, do you currently implement in your dairy operations,
in your beef cattle operation?

We'll start and go right down the room.

Mr. Ooms. Well, like I said earlier, we—we have the catastrophic
coverage just because it’s so cheap and you have to do it to get any
program of any—any kind. But essentially, what we do for risk
management is we have our corn spread out over 12 miles, so
therefore the rainfall—we basically self-insure on that. And we al-
ways try to have a buffer of feed from year to year. And, for in-
stance, this year we're selling less feed because we didn’t have as
much feed from last year.

And I mentioned in my testimony building a dryer and grain
storage. That’s a cushion for our dairy farm. One of the things that,
in the dairy industry, with higher feed prices, there’s an oppor-
tunity for us in the Northeast to grow our own crops, because we
have natural rainfall, so we self-insure.

Mr. GOODLATTE. Do you use the RMA’s Livestock Gross Margin
Program?

Mr. OoMs. No. And the only—the—the honest answer is no. And
the reason why not is because it’s so—I've heard the horror stories
about trying to get into it. There is some real opportunity there,
but—we have friends that have been in line. I have a friend that’s
a broker. He has 40 clients he was trying to get it for. This is some-
body who does it professionally. He had 40 people in line, he got



29

number one and number two on his priority list and that was it.
So we are interested in that, but we haven’t bothered because

Mr. GOODLATTE. Okay. If you would address that too, Mr. Rea,
and we’ll go right down the row here, but I'm only going to be able
to ask because of——

Mr. REA. Sure. Thank you. For risk management, we do forward
contracting with either fuel or grain, depending on what the mar-
ket situation is. We also have had a program in the past with—
through our cooperative where we could forward contract some of
our milk, but as far as LGM, we’ve not used that. And we do not
use the futures market on selling our milk.

Mr. VERRATTI. We do forward contract some of our expenses as
far as some of input cost on feed, also at some point fuel. And we
have forward contracted with a small program just simply through
our dairy cooperative on roughly ten percent of what we produce.
We did that in 2009 and 2010.

However, as far as the RMA’s Livestock Gross Margin Insurance
Program, the complexity is there and I—I'm a guy that likes com-
puters. 'm 27. I'd love to watch markets all day, but I have a dairy
farm to run. And some of this stuff—I don’t feel like paying people
high amounts of money to consult on these different things to fig-
ure these programs out. So if it’s simple and the premiums are rea-
sonable, I'll use it.

Mr. GOODLATTE. Ms. Ledoux?

Ms. LEDOUX. Obviously I talked about the Livestock Indemnity
Program, the Emergency Livestock Assistance Program. And
they’re available for beef producers if they need them. And you
know, we had a lot of issues here in New York State that happened
this past summer, and Soil and Water, and Cooperative Extension
was there to assist people.

Mr. GOODLATTE. Thank you. Thank you, Mr. Chairman.

This area of insurance is very complex unfortunately, but it also
is an area where, because you can have participation by both the
government with some of the cost of it and the producer with some
of the cost, it may well be the fairest way to spread risk over a
wide area with a lot fewer resources moving ahead. So we’re going
to have to devote a lot of effort to making it work in a fairer and
more open and, I would say simple, but I know how complex it is
because each crop is different in each part of the county, and peo-
ple raise livestock differently in different places and the weather
conditions are different in different places. So it will be a real chal-
lenge, but I think that’s where we need to focus.

The CHAIRMAN. The gentleman’s time has expired. The chair now
recognizes the gentleman from New York, Mr. Owens, for 5 min-
utes.

Mr. OWENS. Thank you, Mr. Chairman.

I want to echo Mr. Goodlatte’s comments, that I'm glad my col-
leagues have gotten to see such a beautiful part of the world as
part of their farm bill hearing adventure for this year.

Mr. Ooms, I have to say that your comment, “import labor or im-
port food,” T think that that’s an extraordinarily succinct descrip-
tion of the crisis that we face in the farm labor area, and we would
certainly like to have your permission to use that on an ongoing
basis.
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Mr. OoMms. It’s not copyrighted.

Mr. OWENS. Thank you. Thank you.

A question to Mr. Ooms and to Mr. Verratti. We've talked a little
bit about issues related to regulation. My question is: How do we
strike a balance between the regulatory issues and, if you will, pre-
serving clean water and other environmental issues? It seems to
me that that’s where we should be trying to go, is to reach a bal-
ance, and I'm wondering if you have any specific suggestion that
you could offer to us that would help us reach that balance?

Mr. Ooms. Go first.

Mr. VERRATTI. Make it simple. If we can keep the water clean,
the manure where it should be, I think everybody will be happy.

Mr. OWENS. My question is: How do you do that? I really want
to know what you would recommend to actually accomplish that
goal?

Mr. VERRATTI. You're very quickly going to get above my pay
grade, but the—the programs that are here now, we are very close
to CAFO compliant on our farm. That program seems to work. We
seem to see the benefits of the implementation as far as keeping
some of the runoff from our silage piles where it should be, keeping
the manure where it should be and not mixing with rainwater,
these types of things.

But we need to be able to spread manure on our fields and use
that as fertilizer, and we need to have a place to go with it. And
we desire to see the water clean and a lot of the other resources
clean, but the—the regulation that we hear rumors of seems to be
way more than that. So I guess what I'm saying is, the way—the
things we’re seeing in New York, as far as this specific system,
seem to be okay. Much more regulation, way beyond the money
that we should be spending, is more than I want to pay for.

Mr. Oowms. I personally think, and we’ve had the opportunity in
New York to, out of necessity, we’ve worked with a lot of environ-
mental organizations to try to find ways we can get to the same
place, because everybody wants clean water. But everybody also
needs to eat, okay? And there’s a mentality—I won’t get specific.
There’s a mentality in some places in Washington, at EPA, what
the heck, that the environment is for the environment and then ag
is for the ag guys. And the fact is, we live in the environment and
we need the environment. We have to protect the environment.

As far as specific issues, I'm not trying to shill for a specific pro-
gram, but EQIP has worked because our nutrient management
plan, our CAFO situation, we didn’t have to do CAFO, but we're
to the point, like Verratti’s, we're getting to the point where we
need to. We have a nutrient management plan. There’s a lot of
things that we were doing already, we just put them on paper.

But the fact of the matter is now, we always learn things when
you do these types of things, but it cost time and money and effort,
and just working through that process has been great. So I would
hold up EQIP just because it’s something we've talked about al-
ready and it really has had—everyone has skin in the game.

Mr. OWENS. Thank you.

Mr. Rea, you testified that dairy farmers support the Dairy Secu-
rity Act in the range of 80 percent. I'm curious as to where that
statistic comes from?
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Mr. REA. National Milk Producers Federation represents 31
dairy cooperatives, and we think that that’s about 80 percent of the
total U.S. supply of milk.

Mr. OWENS. And do you think that if that were implemented that
that would in effect give adequate stability to milk prices?

Mr. REA. I think the market stabilization plan, we have to real-
ize that we all, now, from the discussions this morning, that we in
our own industries have to take active roles in how we see the fu-
ture playing out. And I think if dairy farmers take an active role
in stabilizing the market, then I think we can make this work.

Certainly, it’s a lot different than what we’ve been accustomed
to, with paying premiums for the insurance program, but if we can
make the stabilization part of it work, I think we can be successful.
There are no rules in there that say you have to reduce your pro-
duction, but one way or another, if we can’t bring the market into
a balance with the supply, then we're going to be facing issues that
we faced in 2009.

Mr. OWENS. Does anyone on the panel have any contrary view?
I want to see if there’s anybody who fits in the 20 percent.

Mr. Ooms. I would just say as long as the supply management
portion is voluntary, it’s up to that farm to figure out what they
want to do. I have concerns if it’s mandatory, though my family has
no intention to milk more cows. But if it’s voluntary, you're going
to get a Margin Insurance Program that’s going to be subsidized
on some level. That’s a carrot-and-stick approach and seems like a
reasonable middle ground.

Mr. VERRATTI. So much focus has been on milk price and we’ve
seen in various years price be pretty nice and yet expenses be well
over that. So changing it from price focus to margin focus is a big,
big part of the Dairy Security Act.

Mr. OWENS. Thank you.

Ms. Ledoux, I'm sorry, but my time has expired. I yield back.

The CHAIRMAN. The gentleman’s time has expired. The chair now
recognizes the gentleman from Texas, Mr. Conaway, for 5 minutes.

Mr. CoNaAwWAY. Well, thanks, Mr. Chairman, and it’s great to be
here. I want to thank the Chamber of Commerce for last night’s
snow. You may not be all that keen on it. We’ve had 19 inches in
west Texas, which was stunningly unusual and I missed all of it.
Eo it’s great to see the 1 inch of snow out there. I appreciate being

ere.

Mr. Verratti, I'm a CPA by background, and so your angst with
the business side of it is understandable. If we go to a Margin In-
surance Program, is there a standard definition of margin, and can
you walk me through what you believe, each of you, what compo-
nents go into margin, in determining that?

Mr. VERRATTI. To me, it’'s between the milk price we’re being
paid and the expense below that. Now the common one is feed, be-
cause that’s generally the top. The big 3—my two biggest expenses
are, everyday in the dairy, are labor and feed. So that’s why they
generally use that—and my definition would be between feed and
some of the other high expenses and between the actual milk price
we're getting paid.

Mr. CoNAWAY. But what are some of those other high expenses?
I mean, do you amortize or depreciate the cost of your equipment?
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Mr. VERRATTI. Yes, equipment is a big one. The big ones for us
are—fuel is huge, and we know that’s going to be even bigger this
year. Fertilizer for our crops. We are cash cropping some, but re-
member a lot of that fertilizer is being used to grow crops to feed
our dairy cows.

Mr. CoNAwWAY. Now would you want the regulations to require
that that be netted against your—your margins so that your—Mr.
Owens talked about complicating regulations and this gets com-
plicated—trying to figure out how you insure a margin, if there’s
no common definition of margin among the industry.

Mr. VERRATTI. The difficulty is going to be, sirs, when you get
into places, like I—I have a good friend in Arizona. He’s buying in
a lot more feed than I am. I can grow a lot of my feed here.

Mr. CONAWAY. Right.

Mr. VERRATTI. So the difficulty is going to be when you go across
the nation, the difficulties from state to state or from region to re-
gion.

Feed is a pretty good one in that, excuse me, purchased feed, be-
cause everybody needs to feed their dairy cows. As far as fertilizer,
fuel, some of these other expenses, some of these places aren’t
ilsialg feed and fertilizer, they're buying all their feed in a truck-
oad.

Mr. CONAWAY. Sure. I represent a bunch of processors as well,
and so obviously there’s push back from those guys who—and they
say they represent the consumer, those kind of things. So as we
walk through this change in—in this policy, most of us on the dais
have friends on both sides of this issue and we generally try to
stick with our friends. And so that’s as about as funny as a CPA
is going to get.

So as we walk this path, your relationship with your processors
is going to be an important tool as well.

A couple of you mentioned using forward contracting. The CFTC,
of which our Committee has jurisdiction of oversight for, has re-
cently been writing extensive rules to implement the Dodd-Frank
Act that affects commodities. And have you yet been seeing an in-
crease in your cost or lack of availability, or have your folks that
you're working with been communicating to you at all about what
the impact the CFTC’s new regulations are having on your ability
to manage risks with the forward contracts?

Mr. VERRATTI. In regards to your first comment, I'm involved
with both a co-op and a processor all in one, and I am willing to
Pe y(‘)iur friend. Even though you’re a CPA, I'm willing to be your
riend.

No, all kidding aside, as far as the—the fix forward pricing with-
in our co-op, that was a free program. It was simply, I believe,
somebody who wanted to purchase milk from our cooperative or
processor, depending on how you look at the definition, at an even
keel throughout the year, so that was not something as far as
this—this Gross Margin Program that you’re discussing, so I would
have no premiums from that. This program seemed to be complex
for me at the time.

Mr. CoNAWAY. Mr. Rea, you mentioned—I'm sorry, Mr. Rea, you
mentioned you forward contracted as well. Any impact from the
CFTC’s new rules?
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Mr. REA. No, I don’t think that affects our forward contracting
of corn or fuel, but I have seen no impact.

Mr. CoNnawAYy. Well, it hasn’t been implemented yet, so it’s still
just a proposal for the most part, and I didn’t know if you had been
warned yet about any increases in your cost of doing business?

Mr. REA. I have not.

Mr. CoNnaway. Okay. Mr. Ooms?

Mr. Oowms. I just said we self-insure, but we do forward contract
fuel and feed. I thought you were talking about USDA programs
earlier. And we haven’t—the only thing I have heard, the only con-
cern I've heard, is to make sure that we are looking at it from a
basis of, we’re using this product on our farm and there’s some talk
about having a reserve for whatever you forward contract. And our
deal has always been, we contract our urea always in December for
delivery sometime in the spring, usually March, April, May. And
we pay it as we get it, cash on delivery.

I've heard that there’s some talk, and if I'm stepping into a high-
ly, hot issue, so be it, some talk about us having to back whatever
we book. That would be a concern because we book feed sometimes
13, 16 months out and we don’t have the cash on hand to pay for
it. The urea is a little different because it’s for the coming year.
But I think part of the key is if you're an end-user of product, let
us use it.

Mr. CONAWAY. Our Subcommittee, which has regulatory jurisdic-
tion and the Chairman of the full Committee will try to make sure
the end-users are not impacted by these new regulations.

Thank you, Mr. Chairman. I yield back.

The CHAIRMAN. The gentleman’s time has expired. The chair now
turns to the gentlelady from Maine, Ms. Pingree, for her 5 minutes.

Ms. PINGREE. Thank you very much, Mr. Chairman, and thank
you, too, Mr. Gibson and Mr. Owens, for welcoming us to their re-
gion of the country. And thank you all, really, for being here in this
room and—and for all of the people who have come to testify. Real-
ly allﬂlticulate, useful commentary for all of us, so thank you very
much.

I'm from Maine which has a small number of dairy producers,
but pricing and margin issues are just as important to all of us and
a huge concern, so I really appreciate the thoughts that you've
brought to us today. But I want to address a slightly different
issue. 'm interested in the local food and farming aspect of this.

I've introduced a title to the farm bill. It’s got about 70 cospon-
sors, both—some on the Agriculture Committee, but a lot of people
from around the country, all different regions, where people are
seeing this huge growth in the interest in the market; both what
consumers are interested in and then the opportunities available to
farmers who sell more of their produce and dairy products and
value-added products locally. So I want to address a few questions
around that.

I—as I said, I come from Maine, and because of this interest,
we've seen the average age of our farmer going down and the num-
ber of farms and production growing up—going up. So to us it looks
like a huge opportunity.

I'll ask Ms. Ledoux a couple of questions, but if any of the rest
of you are also interested in this, please feel free to comment.



34

You mentioned in your testimony that you sell at the Central
New York Regional Farmers’ Market, but you're also considering
starting a CSA, and that, for me, is particularly interesting. Can
you tell us a little about some of the barriers that you face in your
production in terms of scaling up? Are there other problems you
deal with, with marketing chains or distribution networks in terms
of expansion?

Ms. LEDOUX. We brand our meat in the sense that it’s natural,
and so we just decided that moving from doing the farmers’ mar-
ket, which has been great, but it ties up a Saturday. And so I have
a 12 year old and a 15 year old at home who are very active on
the farm, but we thought that the next step for us was to do a com-
munity supported ag, which would allow us to have them be in-
volved in the farm, but not tie up every Saturday going to a farm-
ers’ market. And that’s really why we felt the next move for us was
to do the community supported ag.

We have a good following down at the farmers’ market down in
Syracuse that are very interested in that, and they would like to
have a steady supply of our meat and the other things that we
could offer them, the eggs and things like that. So we just thought
that was the next step up that worked out very well for our farm.

Ms. PINGREE. Anyone else on that?

Mr. Ooms. Just about that you mentioned the Farmers’ Market
Nutrition Program, we have a lot of neighbors who participate and
we are actually looking into the potential, being so close to New
York City. That is always identified as something. It’s just amazing
how many people are using that to purchase food at markets. So
I just know that from all my friends and neighbors who participate,
that that is a key program.

Ms. PINGREE. Great. Great, certainly.

Mr. REA. I'd like to follow up a little bit. We're a little bit of a
different animal, being a cooperative, but we’ve found the ability to
have 1,200 of our members be farmer owned with our great Cabot
brand and we get into stores with our farmers and they hand out
samples. And we have a great relationship with our retailers, and
it all comes from this farmer-owned and grassroots part of it.

Mr. VERRATTI. Yes, and I would echo that. I love local—and peo-
ple in our community that know me, that see me at church or at
other organizations love to buy our product, talk to me about it,
a}rlld I can educate on it—on it some, and—and it’s a great relation-
ship.

Ms. PINGREE. Thanks.

Ms. LEDOUX. And I guess if I was to follow up, people truly want
to know where their food is coming from. They want to talk directly
to that farmer. They want to look them in the face and they want
to say, I bought this product from you. I want to know that you
grew it or you raised it, and you took care of it from the beginning
to where it was processed and—and brought that—you know, what-
ever that is, if it’s a vegetable or it’s meat, that they know that you
were the one that was involved in it. And we can do that.

Ms. PINGREE. That’s great. The chair mentioned that one of the
big issues we’re dealing with is budgetary constraints and what
this new farm bill will look like. And I guess my particular interest
is in figuring out, given the fact that this is where a lot of growth
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in the market is, where farmers are seeing huge opportunities, how
do we make sure that some of the programs you've already been
talking about, are there and available to farmers who want to ex-
pand into this market as we’re sort of balancing out where our
budgetary challenges are.

So are there other things that you think, and I know some of
them have already been mentioned today, even programs like EQIP
or Farm Credit, are certainly critical, but in my brief time avail-
able, anything else you want to throw in there that you just think,
when it comes to helping farmers sell more locally, is of great ad-
vantage?

Ms. LEDOUX. I mean, I guess I'm going—I’'m going to put in my
plug for Cooperative Extension and the Hatch Programs because
they are directly working with farmers. They are directly out there
talking with them. We are working with them, if it’s telling them
how to put in their vegetables, how to work with a small beef oper-
ation.

I mean, the reality is most beef operations in the United States
are 20 cows, and New York State lends itself to that size oper-
ations. Theyre talking to them about doing rotational grazing.
They’re talking with them about having a small livestock oper-
ation, whether it’s sheep or hogs, and people want to get involved
with that kind of direct marketing.

Mr. Oowms. Applied research. Very simply, the Specialty Crop
Block Grant is relatively new. It was an 2008 Farm Bill or the one
before. And realize, you only have so much money in the world, you
can’t reinvent the wheel. But for future reference, I served on the
New York Farm Viability Institute board and it’s a farmer-led
group that helps divvy up applied research dollars. And a lot of the
grants that we're giving out are for new concepts or new ways even
to help everyone though, but to help find new ways to skin the cat,
I guess. So anything on applied research is always good because
states have problems too.

Ms. PINGREE. Thanks. I think I'm out of time. Thank you.

The CHAIRMAN. The gentlelady’s time has expired. The chair now
recognizes the gentleman from New York, Mr. Gibson, for 5 min-
utes.

Mr. GiBsON. Thanks, Mr. Chairman, and I thank my colleagues
for being here today and to say that this has been a very produc-
tive hearing already. In addition to what you’ve communicated this
morning, we have detailed written statements from all of you and
that’s all going to be part of the record as we work through the
farm bill for 2012, and I want to focus in on profitability.

We’ve hit on this in a number of different dialogues, but I'd like
to have the opportunity to get you on the record in some areas that
I think would also potentially help with profitability. As I look at
it—and of course I'm biased—I think we’ve got the smartest, hard-
est working farmers in the world.

It’s not an issue of knowledge. It’s not an issue of work ethics.
You guys work 24/7 and so we, I think it’s incumbent upon us to
really be looking at ways that we can ease the burden on you and
to look to ways to facilitate your profitability. So let me throw out
a few areas and then the panel can really just follow up. This is
an opportunity to get you on the record.
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Regulations, specifically CAFO, if you have recommendations on
how that might be revised. Conservation, tremendous way for us
to balance, ensuring that we bequeath future generations an envi-
ronment that we can be proud of at the same time that we’re help-
ing you with your profitability.

We've mentioned EQIP here this morning. Might there be other
ways to administer it? Is it best done in the NRCS or might we
consider perhaps the FSA to administer that?

We haven’t talked too much about the Farmer-Rancher Protec-
tion Program, but I can tell you in our district this is really a val-
ued program that has helped us on that score.

Energy, are there ways—certainly we talked about margin, we
talked about price for milk and how much you profit in the end,
and energy has a certain component of this. And there have been
programs, particularly with the photovoltaic and anaerobic di-
gester, are these worthy and should we continue, and do you have
recommendations on that end?

Broadband, we’re working really hard to expand rural
broadband. Is that helping? And do you have recommendations on
that? And finally, markets. Is there anything specific, creative
ideas that you have that may help get your product out to other
areas that, all of this inclining towards profitability. I'll throw that
open to the panel.

Mr. REA. I'll take the first stab. Thank you for the question.

Regulations, it just so happens that our farm is bumping right
up against an area where we need to invest heavily in CAFO, and
we are reluctant to do that and I think that’s probably tempering
our growth. You go from 200 cows to 201 cows, all of a sudden you
have to invest hundreds of thousands of dollars in—into the CAFO.

If we could phase this in somehow, Congressman Gibson, to—I
mean, 20 cows isn’t going to cover this cost of the CAFO, and we
are in an area which, disappointing, has very little EQIP funds
available. So everything has kind of taken on a new perspective
when you have to pay for everything, whether you get any help or
not through the government. And I'm not looking for help from the
government, but I'm looking for ways where we can phase into this.

We're seeing attrition in the dairy industry, so we know that we
need to have increased production from farms that are going to be
viable. And if there’s a way we can kind of move into this, you
know. We—we have dug a manure pit. We did it with our own ex-
cavator. And if you get 201 cows, you got to have an engineer that’s
going to engineer that manure pit. Our pit holds more, and you
know, we need just a little common sense here as we go forward
into it, because we would like to produce milk for the future and
be profitable.

Mr. VERRATTI. He’s exactly right about, and T’ll just talk about
it, as far as CAFO. There’s no doubt you're tempering growth with
that—with that regulation just because it costs a lot more money,
you get to certain sizes. I'm not sure what they are exactly, but I
know that we’re a medium CAFO, so we're going to have different
regulations than—than Mr. Rea. So those regulations, all things
shared, they cost money.

So EQIP’s a help, it’s definitely—it’s a program we’ve received
money from. It’s definitely a help. But it’s difficult when you need
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such a large organization to “bury” some of those costs to be able
to move on with productivity and profitability. So that’s important.

And you mentioned markets. I just think it’s very important to
allow us to continue to export as a nation. We need to be sending
this milk overseas. We believe we have the most nutritious, best
product in the world. And we want to be sending it out along with
our—along with our discussion earlier about allowing it go to local
markets also.

Mr. Oowms. It’s pretty—I try to answer questions, but that was
pretty open-ended, so it’s probably intended that way.

I just want the panel to know that Congressman Gibson, before
he was actually elected, said he wanted to spend time on a farm.
And he’s about, what, 3 miles from our place, so he came at quar-
ter to 4:00 one morning and he ran the gamut. He milked cows and
then he came back a couple months later because, he said, well, we
milked cows with the machine, but I want to practice milking one
manually because I'm in a cow milking contest. So we've got—I was
going to bring the pictures for you, but we’ll keep them for another
time.

As far as—I guess from my family’s perspective is, we try to be
reasonable. We try to work with people. And we have a Right To
Farm Law in New York that says we have a right to farm in cer-
tain areas. That doesn’t mean we have a right to do whatever we
want. We still need to be a good neighbor. And I guess I just can’t
get over all the different regulations that come upon us.

And the one that really gets me is: I make a choice to stay home
on the farm. Somebody said earlier, they didn’t get paid, I think
it was the Chairman talking earlier about he didn’t get paid until
he went to work for someone else. And you know, I don’t know if
I should admit this or not, but I was 30 before I got paid on the
farm. And it was only because I said to my dad, “Dad, I'm thinking
about getting married here. So I'm going to be moving out. So I'm
going to need to get paid.”

And so my whole purpose of doing this was so I could—my kids
could have the opportunities that I've had. And this is just one ex-
ample. We are incorporated because that’s just what makes sense
for our business, so my kids legally couldn’t work on the farm.

Now, whoever is enforcing this, Hilda Solis can come and pry my
kids out of the farm and barn all they want. We’re going to do it
until they do that. But just let us have the opportunity to be—and
again, we want to work with the people. You mentioned—I could
go on for hours.

This is my last point, is: You mentioned the Chesapeake, the
clean up of the Chesapeake, and see you're coming at it from a
southern vantage point. I'll give the northern vantage point.

Our New York State DEC, which we in ag and DEC don’t always
get along, it’s saying to me, that we could remove all human life
forms from the Chesapeake Bay area that New York—just covered
in New York, I think it’s 21 counties. It’s a good swath. Not where
I am. They could remove all human life form and the water still
won’t be clear, clean enough. You know, let’s use a little common
sense. And you know, again, none of us want dirty water, so I'll
just—there you go.
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The CHAIRMAN. The gentleman’s time has expired. The time for
the first panel has expired. And I might note, Mr. Ooms, you could
actually be an Okie if you want to come live with us some day too,
by the way.

Mr. Ooms. No way.

The CHAIRMAN. With that, the Committee would like to thank
the first panel for your insightful presentations and the questions
and your answers, and you're dismissed. And we will ask the sec-
ond panel to prepare to come forward.

The CHAIRMAN. We will now hear from our second panel of wit-
nesses.

Mr. Eckhardt, whenever you’re prepared, please begin.

STATEMENT OF LARRY ECKHARDT, VEGETABLE, FIELD CROP,
AND BEEF PRODUCER; PRESIDENT, KINDERHOOK CREEK
FARM, INC., STEPHENTOWN, NY

Mr. ECKHARDT. Well, good morning, and thank you, Chairman
Lucas, and other Members of the Committee for being here, and
thank you for inviting me to offer some comments and ideas re-
garding the 2012 Farm Bill.

My name is Larry Eckhardt, and I'm a farmer from Stephentown
in Rensselaer County in eastern New York. I also provide crop con-
sulting and planning services to farms in my area as a certified
crop adviser.

There are several pieces of the farm bill that are important to
our farm and to vegetable growers in the state that I would like
to highlight today.

Some general farm bill concerns: The farms in our area, includ-
ing our own farm, were hit really hard last year by tropical storms
of the summer and fall. In trying to recover from this damage, I
think it’s important that the 2012 Farm Bill continue to include
Permanent Disaster Assistance and Emergency Conservation Pro-
grams. These are very important to helping farmers recover after
unimaginable disasters, whether through the replanting of trees,
with the help of the Tree Assistance Program, or replacing soil and
fixing fields that were washed away through help with the Emer-
gency Conservation monies, ECP.

We can’t go back to ad hoc disaster assistance. Farmers need dis-
aster assistance they can count on and which arrives in a timely
manner. Programs that are sometimes years in getting financial
assistance to farmers, like the SURE Program, are not very helpful
inhefforts and these types of programs would be better spent else-
where.

Conservation is also an important piece of the farm bill, and New
York farmers have worked hard to meet extremely lofty Federal
and state standards. As been said before, the Environmental Qual-
ity Incentives Program, EQIP, has provided critical funding and
has helped leverage state and local monies to make sure farmers
in the state continue to meet the ever increasing standards.

During these difficult economic times, I know there are going to
be cuts to the farm bill, so I think it’s important for Congress to
focus on its conservation efforts on working lands programs like
EQIP and the Farm and Ranch Lands Protection Program. Over
the other programs, like Land Retirement, keeping vital and pro-
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ductive lands in production and protecting the environment at the
same time should be where goals, the goals where funds are lim-
ited.

I would further suggest that the 2012 Farm Bill, that the role
of NRCS be returned to its real and original purpose, and that’s
providing technical assistance to farmers for installing their needed
practices, and leave the handling of the funding—the funds for cost
sharing the projects, to the FSA. NRCS personnel have time and
again told me that they are not trained in administering the fund-
ing of conservation, they’re trained to help farmers make conserva-
tion practices work. I agree and believe that the FSA is better
trained in handling the funds for conservation programs.

While mentioning FSA, I'd like to voice a strong opposition to the
closing of local FSA offices in our region and around the country.
These critical offices administer all the programs that are now in
effect including insurance and other reporting and new require-
ments for farms to comply with programs. How can we do this with
fewer offices and what little, if any, money is going to be saved?
I'm all for saving, and I think everyone else 1s, but let’s begin
where it might make a difference. Not by eliminating the people
and offices that, for us, are the front line, and for most real farmers
are the real face of USDA.

I move to some specialty crop specific concerns. New York is
largely a state of dairy and specialty crops, and that’s why it’s im-
portant that the farm bill reflect the type of agriculture we have
here in New York and around the Northeast. Specialty crops have
been notoriously under-served in previous farm bill legislation and
that’s why it’s so important that specialty crops was included in the
2008 Farm Bill and I hope will remain in the 2012 Farm Bill.

The Specialty Crops Block Grants have been important to many
farmers, both large and small, by supporting research, marketing
and market development, and critical Pest Management Programs
that help increase our profitability and our sustainability. The
funds from other public sources for research and development in
the area of specialty crops have been cut dramatically over the past
2 decades.

These Specialty Crops Block Grants have made substantial con-
tributions to new business development, new products, new and
improved growing methods for the producers in New York. I hope
for continued and perhaps increased funding for this important
part of the new farm bill.

I don’t think it’s any secret that crop insurance doesn’t serve spe-
cialty crop farmers very well, especially not multi-crop farms like
my own. The devastating weather events of 2011 have only served
to highlight the need for some major changes in several areas.

I would suggest a few ways for the farm bill to be more respon-
sive to specialty crop risk management needs and they are: First,
I'm not an economist or an actuary, I can only suggest some ideas
for a crop insurance program that will meet our specialty crop
needs. But we'll need to help the USDA figure out how to make
them actuarially sound.

I think Congress should instruct the USDA in the next farm bill
to research and development with input from actual growers of spe-
cialty crops, risk management tools that will work more effectively
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for diverse crop farms. Being diversified helps manage our risks to
a large degree, but as we saw last year, there are no options that
work well in near complete or complete losses that help farmers get
back on their feet.

The Noninsured Disaster Assistance Program, known as NAP, is
the only coverage offered for most nontraditional specialty crops.
But in the event of a complete loss, it really only provides remu-
neration for %4 or less of the lost crop. When there is a partial
lost—loss in a crop, most often there is no coverage at all. There
should be a buy up option so farmers can better protect themselves
and manage their own risks.

Although NAP is pretty cost effective, the record keeping can be-
come overwhelming for farmers who have many crops, and on my
case, maybe 30 or more. And record keeping should be streamlined
so more farmers would participate and be eligible for disaster as-
sistance programs. Other revisions such as sign up deadlines, acre-
age reporting, yield history, type of production, whether you’re or-
ganic or conventional, multiple planting dates and training of loss
adjusters would have to be addressed to make the program more
appropriate for growers.

And while we’re talking about crop insurance, it seems it would
just—we would pay less indemnification on insurance policies or
NAP or at least more or would less frequently pay out if some of
our rivers and streams were better maintained. We have seen ex-
treme sediment deposits and obstructions in our many streams and
tributaries caused by a lack of planned and routine care. Although
allowing the trained NRCS staff to help farmers responsibly clear
and shape these waterways to prevent widespread flooding, it
would substantially benefit our farms and help mitigate the effects
of the excessive rainfall in our communities in the future. This ben-
efit can only be accomplished if the U.S. Corps of Engineers and
the EPA are required to cooperate, perhaps through the 2012 Farm
Bill.

Some nutrition programs in the farm bill are also important to
specialty crop farmers. The Fresh Fruit & Vegetable Snack Pro-
gram for Schools and the Senior Farmers’ Market Nutrition Pro-
gram are two of the many programs that help link our farmers
with the people who most need the access to fresh and healthy
foods. Any program that supports local food purchases and helps
develop new distribution networks will be a great benefit to both
farmers like myself and the people who need the access to the food
I grow.

There are a number of provisions in the present farm bill for or-
ganic certification and research and is certainly an important piece
of specialty crop agriculture, and I hope it continues. In this econ-
omy, I see many farmers using organic methods, but not able to
spend enough money or commit the time to complete the certifi-
cation. Instead, their focus, and that of many farms, has shifted to
serving a market seeking out local foods.

Whether it’s certified organic, organically grown or grown con-
ventionally, consumers want to know where their food is coming
from and who grew those crops. Because of this, I think it’s impor-
tant for the 2012 Farm Bill to include funding for the programs
that help all farmers who direct market, no matter what produc-
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tion techniques they use. This means developing food distribution
networks, supporting the Farmers Market Promotion Program,
supporting the food-based entrepreneurship programs and other
grant opportunities. These programs help provide—improve the vi-
tality of all farms—family farms in the areas of the country.

And finally, the proposed new regulations for food safety are due
out soon and diversified farms like mine are concerned how this
will change our business. Food safety begins on the farm and is
certainly a primary concern on my farm. We work hard to ensure
it every day in whatever way we can, but not knowing what is in
these regulations and how hard it will be to comply with them
scares me.

If the farm bill can provide farmers assistance in meeting these
new standards, whether with needed training on the ground assist-
ance from USDA or tools to implement new procedures, this farm
bill would certainly help in that effort.

Thank you again for the invitation to speak today, and any ques-
tions, I would be happy to answer them.

[The prepared statement of Mr. Eckhardt follows:]

PREPARED STATEMENT OF LARRY ECKHARDT, VEGETABLE, FIELD CROP, AND BEEF
PRODUCER; PRESIDENT, KINDERHOOK CREEK FARM, INC., STEPHENTOWN, NY

Chairman Lucas, Congressman Peterson, Congressman Owens, Congressman Gib-
son, and Members of the Committee, thank you for inviting me today to offer com-
ments and ideas regarding the 2012 Farm Bill. My name is Larry Eckhardt and I'm
a farmer from Stephentown, Rensselaer County, in Eastern New York State. I also
pgovide crop consulting and planning services to farms in my area as a certified crop
advisor.

There are several pieces of the farm bill that are important to our farm and to
the vegetable growers in the state that I would like to highlight for you today.

General Farm Bill Concerns

The farms in our area, including our own farm, were really hit hard by the trop-
ical storms of last summer and fall. In trying to recover from this damage, I think
that it is important the 2012 Farm Bill continue to include permanent disaster
assistance and emergency conservation programs.

These are very important to helping farmers recover after an unimaginable dis-
aster, whether through replanting trees with the help of the Tree Assistance Pro-
gram (TAP) or replacing soil or fixing fields that were washed away through help
from the Emergency Conservation Program monies (ECP). We can’t go back to ad
hoc disaster assistance; farmers need disaster assistance they can count on and
which arrives in a timely manner. Programs that are sometimes years in getting
financial assistance to farmers (like SURE) are not very helpful and the efforts in
these types of programs would be better spent elsewhere.

Conservation is an important piece of the farm bill and New York farmers have
worked hard to meet extremely lofty Federal and state standards. The Environ-
mental Quality Incentives Program (EQIP) has provided critical funding and has
helped leverage state and local monies to make sure farmers in the state continue
to meet ever-increasing standards.

During these difficult economic times, 1 know there will be cuts in the farm bill,
so I think it is important for Congress to focus its conservation efforts on working
lands programs, like EQIP and the Farm and Ranchland Protection Program, over
the easement and land retirement type programs. Keeping vital and productive
lands in production and protecting the environment at the same time should be our
goals when funds are limited.

I would further suggest for the 2012 Farm Bill that the role of NRCS be re-
turned to its real and original purpose—providing technical assistance to farmers
for installing needed practices—and leave the handling of the funds for cost-sharing
these practices to FSA. NRCS personnel have time and again told me that they are
not trained in administering the funding of conservation—they are trained to help
farmers make conservation practices work. I agree and believe that FSA is better
trained in handling the funds for conservation programs.
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While mentioning FSA, I'd like to voice strong opposition to closing local FSA
offices in our region. These critical offices administer all the programs now in ef-
fect, insurance, reporting and any new requirements for farms to comply with pro-
grams—how can we do this with fewer offices? And what little, if any, money is
saved? I'm all for saving, but let’s begin where it might make a difference, not by
eliminating the people and offices on the front lines, who, for most of the real farm-
ers, are the face of the USDA.

Specialty Crop-Specific Concerns

New York is largely a state of dairy and specialty crops, that’s why it’s impor-
tant that the farm bill reflect the type of agriculture we have here in New
York and the Northeast. Specialty crops have been notoriously under-served in
previous farm bill legislation and that’s why it was so important that a specialty
crops title was included in the 2008 Farm Bill and I hope will remain in the 2012
Farm Bill.

The Specialty Crops Block Grants have been important to many farmers, large
and small, by supporting research, marketing and market development, and critical
pest management programs that help increase our profitability and sustainability.
The funds from other public sources for research and development in the area of
specialty crops have been cut dramatically over the last 2 decades.

These Specialty Crops Block Grants have made substantial contributions to
new business development, new products and new and improved growing methods
for producers in New York. I hope for continued, and perhaps, increased funding for
this important part of the new farm bill.

I don’t think it’s a secret that crop insurance doesn’t serve specialty crop farm-
ers well, especially not multi-crop farms like mine. The devastating weather events
of 2011 have only served to highlight the need for some major changes in several
areas. I would suggest a few ways for the farm bill to be more responsive to spe-
cialty crop risk management needs:

e First, 'm not an economist or an actuary. I can only suggest some ideas for a
crop insurance program that will meet our specialty crop needs, but we need
the help of USDA to figure out how to make them actuarially sound. I think
Congress should instruct the USDA in the next farm bill to research and de-
velop, with input from actual growers of specialty crops, risk management
tools that will work more effectively for diverse crop farms. Being diversified
helps manage our risk to a large degree, but as we saw last year, there are no
options that work well in near complete or complete losses to help farmers get
back on their feet.

e The Non-Insured Disaster Assistance Program (NAP) is the only coverage
offered for most nontraditional specialty crops, but in the event of a complete
loss, it really only provides remuneration for a quarter or less of my lost crop.
When there is a partial loss, most often there is no coverage at all. There should
be a buy-up option so farmers can better protect themselves and manage their
individual risk. Although NAP is pretty cost-effective, the record-keeping can
become overwhelming for farmers who have many crops—maybe 30 or more—
and recordkeeping should be streamlined so more farmers would partici-
pate and be eligible for the disaster assistance programs. Other revisions, such
as sign-up deadlines, acreage reporting, yield histories, type of production (or-
ganic or conventional), multiple planting dates and training of loss adjusters
would have to be addressed to make the program more appropriate for growers.

e While we're talking about crop insurance, it just seems we would have to pay
less indemnification on insurance policies or NAP, much less frequently, if some
of our rivers and streams were better maintained. We have seen extreme sedi-
ment deposits and obstructions in many of our streams and tributaries caused
by the lack of planned, routine care. Allowing the trained NRCS staff to help
farmers responsibly clear and shape these waterways to prevent widespread
flooding, it would substantially benefit our farms and help mitigate the effects
of excessive rainfall on all our communities in the future. This benefit can only
be accomplished if the U.S. Army Corp of Engineers and the EPA are re-
quired to cooperate, perhaps thru the 2012 Farm Bill.

Nutrition programs in the farm bill are also important to specialty crop farm-
ers. The Fresh Fruit and Vegetable Snack Program for schools and the Seniors
Farmers Market Nutrition Program are two of the many programs that help link
our farmers with the people who most need access to fresh, healthy foods. Any pro-
gram that supports local food purchases and helps develop new distribution net-
works will be a great benefit to both farmers like myself and the people who need
access to the food I grow.



43

There are a number of provisions in the present farm bill for organic certifi-
cation and research and this is certainly an important piece of specialty crop agri-
culture. However, in this economy, I see many farmers using organic methods, but
not able to spend the money or commit the time to complete their certification. In-
stead, their focus and that of many farmers has shifted to serving a market seeking
out local foods.

Whether it’s certified organic, grown organically, or grown conventionally, con-
sumers want to know where their food is coming from and who grew the crops. Be-
cause of this, I think it is important for the 2012 Farm Bill to include funding for
programs that help all farmers who direct market, no matter what production
techniques they use. This means developing food distribution networks, supporting
the Farmers Market Promotion Program, supporting food-based entrepreneurship
programs, and other grant opportunities. These programs all help improve the via-
bility of all family farms in all areas of the country.

And finally, the proposed new regulations for food safety are due out soon and
diversified farms like mine are concerned with how this will change our business.
Food safety begins on the farm and is certainly a primary concern on my farm.
We work hard at ensuring it every day, in whatever way we can, but not knowing
what is in these regulations and how hard it will be to comply with them scares
me. If the farm bill can provide farmers assistance in meeting these new standards,
whether with needed training, on-the-ground assistance from USDA, or tools to im-
plement new procedures, this farm bill could certainly help that effort.

These have been several of the issues of the upcoming farm bill that I think are
most important to diversified vegetable farms like mine. Thank you again for the
invitat}ilon to speak today and if you have any questions, I am always happy to an-
swer them.

The CHAIRMAN. Thank you.
Mr. Osborn, you're recognized.

STATEMENT OF SCOTT OSBORN, WINE GRAPE PRODUCER;
PRESIDENT, FOX RUN VINEYARD, INC., PENN YAN, NY

Mr. OsBORN. Thank you. Good morning. Thank you for asking
me to speak here today. I would like to thank you for taking the
time to come all the way up here to listen to our thoughts on the
upcoming farm bill.

My name is Scott Osborn, and I own Fox Run Vineyards, which
is a medium-sized winery in the Finger Lakes of New York. I have
50 acres of vinifera grapes which are the classic European varieties
that I can grow due to the maritime influence of the large and deep
Finger Lakes.

I'm the current President of the New York Wine Industry Asso-
ciation and the past President of the Finger Lakes Wine Alliance,
past President of the Seneca Lake Winery Association, and I was
presented with an industry award from the New York Wine &
Grape Foundation for my contributions to the New York wine in-
dustry. I'm also a member of Wine America and the New York
Farm Bureau.

The 2008 Farm Bill was historic in that for the first time ever
specialty crops were officially recognized and supported in various
ways. Grapes are a specialty crop, yet are the sixth largest dollar
volume crop produced in the U.S. In New York alone, grapes, grape
juice and wine generates more than $3.76 billion in economic bene-
fits to the State of New York. And the national industry generates
more than a $162 billion for the American economy.

For the new farm bill, my main concerns are crop insurance, re-
search and market access programs. Crop insurance for grape
growers is a big issue here on the East Coast. Although it has im-
proved significantly in New York over the last 5 years, there are
still a number of problems which need to be addressed.
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We are asking that you continue the premium subsidy to con-
tinue to get more buy in by growers. If you remove it and it costs
too much, no one will participate.

It would be nice if the harvest deduction was removed. Cur-
rently, grape growers are getting hit twice with this cost: Once
when it is subtracted from the indemnity they get, and then again
by the adjuster.

This is a fee that is just charged grape growers for not picking
their grapes. And every grape grower picks their grapes, so it is
sort of problematic.

The price per ton we are paid on a claim should be based on a
5 year average on either the contracted price or a regional average
to reflect the real time market value as opposed to the current 10
year average. I also think that RMA and the USDA need to better
educate their employees in other states where there is an emerging
grape and wine industry, so they can understand the grape indus-
try and they can be of help rather than an obstacle.

We could use insurance for our new plantings. And this is some-
thing many people don’t understand, we are a permanent crop,
which makes us very different from other agriculture.

Our installation costs are extreme. For example, it costs approxi-
mately $18,000 per acre to plant an acre of grapes, and it is around
4 years before the first harvest. We still have to farm it all this
time, which runs $4,000+ per acre per year to farm, So the invest-
ment over 4 years is about $30,000 per acre. If you add in that we
may be removing an under-performing variety and replanting for
a more profitable variety, you are looking at, easily, a $50,000 in-
vestment per acre.

If there’s an environmental event which significantly damages or
destroys the new vines, we have no way of recouping our invest-
ment. So some form of insurance would be a great help for that.

In addition, moving the closing date for the MPCI, Multiple Peril
Crop Insurance policies, to December 1st. The current date of No-
vember 20th is very close to the end of grape harvest, and in some
cases people are still harvesting. Having an extra 10 days or so
would be helpful by allowing the grower to make an intelligent de-
cision rather than an impulse one.

The specialty crop title of the farm bill was an important addi-
tion to the last bill, and I hope this remains. The Northeast is
mostly made up of specialty crop producers, and this recognition is
helpful to the success of farming in our area.

The Specialty Crops Research Initiative, the Agricultural Re-
search Service, IPM programs and block grants are all very impor-
tant for grapes and other fruit and vegetable crops. A number of
northern universities, through their grape breeding programs, have
been able to develop grape varieties which can withstand subzero
temperatures. This has allowed areas in the Northeast to develop
a grape and wine industry that did not exist 5 years ago. The more
funding towards research gives us more opportunities to develop
our industry, providing more jobs and making our businesses more
profitable and more competitive.

The farm bill should continue to include export assistance pro-
grams such as the Market Access Program, which allows farmers
to be competitive in a global market. Both the New York Wine &
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Grape Foundation and Welch’s grape juice have received MAP
funding in recent years, and this allows our wines and juice prod-
ucts from New York to expand current markets and explore new
opportunities. Driving demand for our grape products directly helps
farmers become more profitable.

In summary, the last farm bill was a promising start, but needs
to be continued and expanded so that specialty crops can contribute
even more to the American agricultural economy.

Thank you for letting me testify today.

[The prepared statement of Mr. Osborn follows:]

PREPARED STATEMENT OF SCOTT OSBORN, WINE GRAPE PRODUCER; PRESIDENT, FOX
RUN VINEYARD, INC., PENN YAN, NY

Good morning! Thank you for asking me to speak here today. I would like to
thank you for taking the time to come all the way up here to listen to our thoughts
on the upcoming farm bill.

My name is Scott Osborn and I own Fox Run Vineyards which is a medium sized
winery in the Finger Lakes of New York. I have 50 acres of vinifera grapes which
are the classic European varieties which I can grow because of the maritime influ-
ence of the Large and deep Finger Lakes. I am the current President of the New
York Wine Industry Association, past President of the Finger Lakes Wine Alliance,
Past President of the Seneca Lake Winery Association and was presented with the
Industry Award from the New York Wine and Grape Foundation for my contribu-
tions to the New York Wine Industry. I am also a member of Wine America and
the New York Farm Bureau.

The 2008 Farm Bill was historic in that for the first time ever “specialty crops”
were officially recognized and supported in various ways.

Grapes are a specialty crop yet are the 6th largest dollar volume crop produced
in the U.S. In New York alone grapes, grape juice, and wine generates more then
$3.76 billion in economic benefits to the state of New York, and the national indus-
try generates more then $162 billion for the American economy.

For the new farm bill my main concerns are Crop Insurance, Research, and Mar-
ket Access programs.

Crop insurance for grape growers is a big issue here on the East Coast. Although
it has improved significantly here in New York over the last 5 years there are still
a number of problems which need to be addressed. We are asking that you continue
the premium subsidy to continue to get more buy in by growers. If it costs too much
no one will participate.

It would be nice if the harvest deduction ($30) was removed. Currently grape
growers are getting hit twice with this cost once when it is subtracted from the in-
demnity they get and then again by the adjuster.

The price per ton we are paid on a claim should be based on a 5 year average
on either the contracted price or a regional average to reflect real time market value
as opposed to the current 10 year average. I also think that RMA and USDA need
to educate their employees in other states, where there is an emerging grape and
wine industry, better so they can understand the grape industry so they can be of
help rather then an obstacle.

We could use insurance on our new plantings. We are a permanent crop. Our in-
stallation costs are extreme. For example it costs approximately $18,000 per acre
to plant an acre of grapes. It is around 4 years before you get your first harvest.
We have to farm it all this time which runs $4,000+ an acre each year to farm. So
the investment over 4 years is $30,000. If you add in that we may be removing an
under performing variety and replanting for a more profitable variety you are look-
ing at easily a %50,000 investment per acre. If there is an environmental event
which significantly damages or destroys the new vines we have no way of recouping
our investment. So some form of insurance would be a big help.

Also move the closing date for MPCI (multiple peril crop insurance) polices to Dec.
1. The current date of Nov 20th is very close to the end of grape harvest and in
come cases people are still harvesting. Having an extra 10 days or so would be help-
ful by allowing the grower to make an intelligent decision rather then an impulse
one.

The specialty crop title of the farm bill was an important addition to the last bill
and I hope this remains. The Northeast is mostly made up of specialty crop pro-
ducers and this recognition is helpful to the success of farming in our areas. The
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Specialty Crops research initiative, the Agricultural Research Service, IPM pro-
grams, and Block Grants are all very important for grapes and other fruit and vege-
table crops. A number of Northern University’s through their grape breeding pro-
grams have been able to develop grape varieties which can withstand subzero tem-
peratures that have allowed areas in the North East to develop a grape and wine
industry that didn’t exist 5 years ago. So the more funding towards research gives
us more opportunities to develop our industry providing more jobs and making our
businesses more profitable and more competitive.

The farm bill should continue to include export assistance programs, such as the
Market Access Program (MAP), which allow farmers to be competitive in a global
market. Both the New York Wine and Grape Foundation and Welch’s grape juice
have received MAP funding in recent years and this allows our wines and Juice
products from New York to expand current markets and explore new opportunities.
Dﬁ"living demand for our grape products directly helps farmers become more profit-
able.

In summary, the last farm bill was a promising start, but needs to be continued
and expanded so that specialty crops can contribute even more to the American ag-
ricultural economy.

The CHAIRMAN. Thank you.
Mr. Child, you may begin when you're ready.

STATEMENT OF RALPH CHILD, SEED POTATO AND LEAFY
GREENS PRODUCER, OWNER/OPERATOR, CHILDSTOCK
FARMS, INC., MALONE, NY

Mr. CHILD. Thank you, Mr. Chairman.

My name is Ralph Child. I'm a fourth-generation produce farmer
from Malone, New York. I grow 300 acres each of seed potatoes and
leafy greens. I am active in the Empire State Potato Growers and
the National Potato Council. Both organizations are active mem-
bers of the Specialty Crop Farm Bill Alliance, a coalition of more
than 100 specialty crop associations, companies and cooperatives
across the U.S.

I want to highlight the importance of several key issues included
in the farm bill and a couple of issues that, while beyond the scope
of the farm bill, remain critical to my continued success as a spe-
cialty crop grower in upstate New York.

Prior to the 2008 Farm Bill, the needs and concerns of the spe-
cialty crop producers were not considered while establishing na-
tional farm policy. The inclusion in the 2008 Farm Bill of specialty
crop programs designed to improve industry competitiveness was
an important first step in making modern farm programs accu-
rately reflect the mix of agriculture in the United States. Impor-
tantly, specialty crop producers requested Federal support for in-
dustry programs that were designed to maintain and improve com-
petitiveness and not to provide compensation to growers nor to dis-
tort the specialty crop marketplace.

Research is critically important to our industry’s ability to con-
tinue to improve our productivity and to make nutritious fruits and
vegetables available to consumers as economically as possible. The
2008 Farm Bill established two important programs that are pro-
ducing research results that meet key needs for growers. The Spe-
cialty Crop Research Initiative provides competitive funding for
multi-disciplinary, multi-state research projects that address crit-
ical industry needs. These are large projects that cover problems in
a multi-state area.

Since specialty crop production is so regionally diverse, Congress
also wisely included the Specialty Crop Block Grant Program in the
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2008 Farm Bill to address local needs. This program, as adminis-
tered by the State Departments of Agriculture, is meeting the pri-
orities of smaller growers like me whose needs for research and
technical assistance might otherwise be overlooked.

Increased access to foreign markets is also vital to the overall
health of the industry. Many of our global competitors are able to
produce and deliver specialty crops in a more cost effective way due
to assistance from their own governments. Programs that enable
U.S. producers to gain a foothold in a developing market are essen-
tial to growing our business domestically and contributing to a
strong economy. The Market Access Program allows U.S. growers
to do just that.

MAP funds have enabled potato growers in the United States to
market and export potatoes and potato products to significant
economies all over the world, including the top export markets of
Japan, China, Korea, and Mexico. U.S. potato industry is able to
complement the funding it receives through MAP with other trade
promoting programs including the Technical Assistance for Spe-
cialty Crops Program.

TASC is crucial to maintaining market access in the face of sani-
tary and phytosanitary issues that can threaten to block U.S. spe-
cialty crops from critical markets. The value of TASC to the spe-
cialty crop industry cannot be overstated.

Like any part of agriculture, and perhaps even more so, specialty
crops are susceptible to plant pests and disease. Pests and disease
can cut yield, hurt quality, and if the pest is a quarantined pest
or a highly regulated pest, it can completely close off markets for
our products.

An example of a regulated pest that has the potential to wreak
havoc on market access and devastate our local economy is the
golden nematode. Since the quarantine is working, we are able to
conduct business without serious consequences. With proper pest
and disease programs, many of these issues can be identified early
and possibly avoided altogether.

A significant step forward for our industry in the 2008 Farm Bill
was the increased investment in the U.S. Department of Agri-
culture’s Animal and Plant Health Inspection Service. The Plant
Pest and Disease Management and Disaster Prevention Program
allows APHIS to address plant pests early and proactively.

Although it is not addressed directly in the farm bill, I do want
to call the Committee’s attention to need for adequate appropria-
tions for the APHIS line item that funds the Golden Nematode Pro-
gram in New York. That funding is important both to New York
growers as well as to potato growers across the U.S.

Finally, with the expected movement in the 2012 Farm Bill to-
wards reliance on insurance products and away from direct and
countercyclical payments, there needs to be a thoughtful discussion
about crop insurance needs in the specialty crop industry. For spe-
cialty crop growers, annual planting decisions are based upon mar-
ket indicators. There is a significant risk of distorting or desta-
bilizing markets when incentive exists to make planting decisions
based on crop or revenue insurance instead of those market indica-
tors. I hope the Committee will look closely at the potential market
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distorting impacts of insurance programs using price or revenue
loss triggers.

Major policy strides were made in the 2008 Farm Bill for spe-
cialty crops, and we hope to build on those strides in the 2012
Farm Bill. However, without a skilled agricultural work force, the
best farm bill policies will not have their intended effect. The spe-
cialty crop industry is labor intensive and programs like mandatory
E-Verify, without an agricultural worker program, would have ex-
traordinarily negative consequences to growers like me.

Since I farm close to the northern border, I understand firsthand
the consequences of an enforcement-only immigration policy. I cur-
rently participate in the H-2A Program out of necessity, not be-
cause I think it is a viable long-term option. Any desire to further
invest in my business is dampened by concerns about the long-term
direction of immigration policy. I urge you to work with your col-
leagues in the House of Representative to approve a comprehensive
immigration policy that provides an opportunity for existing agri-
cultural workers to earn a legal status, creates a viable Guest
Worker Program, and secures our nation’s borders.

Thank you for the opportunity to address this Committee. I re-
spectfully request that the entirety of my remarks, which are more
specific on key issues, be included in the record.

[The prepared statement of Mr. Child follows:]

PREPARED STATEMENT OF RALPH CHILD, SEED POTATO AND LEAFY GREENS
PRODUCER; OWNER/OPERATOR, CHILDSTOCK FARMS, INC., MALONE, NY

My name is Ralph Child. I grow 300 acres each of seed potatoes and leafy greens
in Malone, New York. I am active in the Empire State Potato Growers and the Na-
tional Potato Council. Both organizations are active members of the Specialty Crop
Farm Bill Alliance (SCFBA)—a coalition of more than 100 specialty crop associa-
tions, companies, and cooperatives across the United States. I want to highlight the
importance of several key issues included in the farm bill and a couple issues that
while beyond the scope of the farm bill remain critical to my continued success as
a specialty crop grower in Upstate New York.

Prior to the 2008 Farm Bill, the needs and concerns of specialty crop producers
were not considered while establishing national farm policy. The inclusion in the
2008 Farm Bill of specialty crop programs designed to improve industry competitive-
ness was an important first step in making modern farm programs accurately re-
flect the mix of agriculture in the United States. Importantly, specialty crop pro-
ducers requested Federal support for industry programs that were designed to
maintain and improve competitiveness and not to provide compensation to growers
nor to distort the specialty crop marketplace.

Research is critically important to our industry’s ability to continue to improve
our productivity and to make nutritious fruits and vegetables available to con-
sumers as economically as possible. Improvements in our nation’s health are directly
linked to expanding the availability and consumption of more fruits and vegetables.
The 2008 Farm Bill established two important programs that are producing re-
search results that meet key needs for growers. The Specialty Crop Research Initia-
tive (SCRI) provides competitive funding for multidisciplinary, multi-state research
projects that address critical industry needs. These are big projects with big promise
to solve big problems. Since specialty crop production is so regionally diverse, Con-
gress also wisely included the Specialty Crop Block Grant (SCBG) program in the
2008 Farm Bill to address local needs. This program as administered by the state
departments of agriculture is meeting the priorities of smaller growers like me
whose needs for research and technical assistance might otherwise be overlooked.

Increased access to foreign markets is also vital to the overall health of our indus-
try. Many of our global competitors are able to produce and deliver specialty crops
in a more cost effective way due to assistance from their own governments. Pro-
grams that enable U.S. producers to gain a foothold in a developing market are es-
sential to growing our businesses domestically and contributing to a strong econ-
omy. The Market Access Program (MAP) allows U.S. growers to do just that. MAP
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funds have enabled potato growers in the United States to market and export pota-
toes and potato products to significant economies all over the world, including the
top export markets of Japan, China, Korea, and Mexico. The U.S. potato industry
is able to complement the funding it receives through MAP with other trade pro-
moting programs including the Technical Assistance for Specialty Crops (TASC) pro-
gram. TASC is crucial to maintaining market access in the face of sanitary and
phytosanitary issues that can threaten to block U.S. specialty crops from critical
markets. The value of TASC to the specialty crop industry cannot be overstated.

Like any part of agriculture and perhaps even more so, specialty crops are suscep-
tible to plant pests and disease. Pests and disease can cut yield, hurt quality, and
if the pest is a quarantine pest or a highly regulated pest, it can completely close
off markets for our products. An example of a regulated pest that has the potential
to wreak havoc on market access and devastate our local economy is the Golden
Nematode. Since the quarantine is working, we are able to conduct business without
serious consequences. With proper pest and disease programs, many of these issues
can be identified early and possibly avoided altogether. A significant step forward
for our industry in the 2008 Farm Bill was the increased investment in the U.S.
Department of Agriculture’s Animal and Plant Health Inspection Service (APHIS).
The Plant Pest and Disease Management and Disaster Prevention program allows
APHIS to address plant pests early and proactively. Although it is not addressed
directly in the farm bill I do want to call the Committee’s attention to the need for
adequate appropriations for the APHIS line item that funds the Golden Nematode
Program in New York. That funding is important both to New York potato growers
as well as potato growers across the U.S.

Finally, with the expected movement in the 2012 Farm Bill toward a reliance on
insurance products and away from direct and counter cyclical payments, there needs
to be a thoughtful discussion about the crop insurance needs in the specialty crop
industry. For specialty crop growers, annual planting decisions are based upon mar-
ket indicators. There is a significant risk of distorting or destabilizing markets when
an incentive exists to make planting decisions based on crop or revenue insurance
instead of those market indicators. I hope the Committee will look closely at the po-
tential market distorting impacts of insurance programs using price or revenue loss
triggers.

Major policy strides were made in the 2008 Farm Bill for specialty crops and we
hope to build on those strides in the 2012 Farm Bill. Without a skilled agricultural
workforce, the best farm bill policies will not have their intended effect. The spe-
cialty crop industry is labor intensive. A skilled labor force on a seed potato and
leafy green farm is not very accessible to begin with and programs like mandatory
e-Verify without an agricultural worker program would have extraordinarily nega-
tive consequences to growers like me. Since I farm close to the northern border, I
understand firsthand the consequences of an enforcement—only immigration policy.
I currently participate in the H-2A program out of necessity, not because I think
it is a viable long-term option. Any desire to further invest in my business is damp-
ened by concerns about the long-term direction of immigration policy. A flexible, re-
alistic, and market-based agricultural guest worker program would enable me to
more effectively do what I do best. I urge you to work with your colleagues in the
House of Representatives to approve a comprehensive immigration policy that pro-
vides an opportunity for existing agriculture workers to earn a legal status, creates
a viable guest worker program and secures our nation’s borders.

Thank you for the opportunity to address this Committee. I respectfully request
that the entirety of my remarks which are more specific on key issues, be included
in the record.

Specialty Crop Research Initiative

The specialty crop industry accounts for half the farm gate value of plant-based
agriculture in the United States. While many of our global competitors enjoy state
subsidization, U.S. producers prefer support and funding for essential programs that
enable the industry to be competitive at home and in foreign markets. The Specialty
Crop Research Initiative (SCRI) has emerged as an essential tool to foster competi-
tiveness. In the U.S. potato industry for example, $2,381,759 provided by an SCRI
grant allowed researchers from USDA’s Agricultural Research Service in Ithaca and
cooperators from across the country to develop and implement management strate-
gies for Potato Virus Y as well as the eradication of necrotic variants of the virus
that were introduced into the United States. Other research priorities have also
been addressed through SCRI, including Zebra Chip research with project leaders
in Texas and the development of varieties of potatoes with lower acrylamide as a
result of research directed from Wisconsin. The program has been so successful and
universally popular in the specialty crop industry that specialty crop producers rec-
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ommend increasing the funding to $100 million per year of mandatory funds. Under
current farm law, SCRI is not included in baseline funding and will not continue
in the next farm bill unless action is taken to address funding. The effectiveness
of SCRI could be improved by allowing greater flexibility in the administration of
the program. Specific improvements include reduction of the 100 percent matching
requirements, increasing stakeholder input, the inclusion of Federal and state mar-
keting orders and commissions for consideration, and review by industry stake-
holders for relevance prior to the scientific review.

Specialty Crop Block Grants

The Specialty Crop Block Grant (SCBG) program is also of critical importance to
the specialty crop industry by empowering regionally-specific research to be con-
ducted on a state-by-state and multi-state basis. In 2011, there were ten projects
valued at a total of just over $1 million awarded in the state of New York, including
extensive partnerships with researchers at Cornell University. Nationwide, about
$55 million for the SCBG projects will be available in 2012. The program’s effective-
ness is clearly understood by the specialty crop industry, and with a few minor im-
provements could be even more responsive to the needs of the industry, including
grower-level projects, strengthened definitions and the use of designated funds ac-
cording to those definitions, increased emphasis on competitiveness and expansion
of multi-state projects. Based on this experience, the specialty crop industry sup-
ports increasing funding by $5 million per year. This would translate to $350 mil-
lion in mandatory funding over 5 years.

Market Access Program

The specialty crop industry is heavily reliant upon a robust export economy for
continued success in the United States. For example, one in six rows of potatoes
grown in the country today are destined for foreign markets, or more than double
the amount we exported in 2000. One of the most important tools in this success
story is the Market Access Program (MAP), which provided $6.1 million in funding
for the U.S. Potato Board, the national marketing and promotion organization for
the U.S. potato industry. Since 2000, potato exports to countries targeted with MAP
funds has grown by 68%. Exports are a major reason that the agricultural economy
has been so strong in recent years and a much-needed bright spot during the cur-
rent national economic downturn. Not only does it make economic sense as an in-
vestment, it also allows U.S. growers to more effectively compete with their global
competitors, many of whom enjoy significant advantages in the form of subsidiza-
tion. As you might expect, MAP enjoys an immense level of popularity within the
specialty crop industry and the Alliance fully supports continued mandatory funding
at the current level of $200 million per year.

Technical Assistance for Specialty Crops

Considering the significant stake that the specialty crop industry has in the ex-
port market, the industry is always looking out for technical barriers to trade that
can close down markets for sanitary and phytosanitary reasons. The Technical As-
sistance for Specialty Crops (TASC) program is the vehicle to address these trade
barriers in a timely fashion. TASC was originally designed to be a nimble and effec-
tive way to help the private sector resolve technical barriers to trade. These barriers
can emerge unexpectedly and require fast action to prevent market closures and
trade disruptions in established markets. Given the value and effectiveness of
TASC, the Alliance recommends continued mandatory funding at $9 million per
year.

Plant Pest and Disease Management and Disaster Prevention

Commonly referred to as Section 10201, the Plant Pest and Disease Management
and Disaster Prevention program in the 2008 Farm Bill allows funds to be used for
early plant pest detection and surveillance, for threat identification and mitigation
of plant pests and diseases, and for technical assistance in the development and im-
plementation of audit-based certification systems and nursery plant pest risk man-
agement systems. This program is highly effective and allows USDA’s Animal and
Plant Health Inspection Service to address potential pest and disease issues

roactively rather than reactively. Section 10201 is currently funded at a level of
550 million per year and the Alliance recommends $75 million in mandatory fund-
ing per year.

National Clean Plant Network

The National Clean Plant Network (NCPN), or Section 10202, is a program also
administered by USDA’s Animal and Plant Health Inspection Service under which
a partnership of clean plant centers are organized to provide high quality asexually
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propagated plant material free of targeted plant pathogens and pests that cause eco-
nomic loss to protect the environment and ensure the global competitiveness of spe-
cialty crop producers. NCPN is funded through 2012 at $5 million per year but does
not have baseline funding in the next farm bill. The Alliance recommends manda-
tory funding of $10 million per year for the National Clean Plant Network.

The CHAIRMAN. They will indeed be included in the record, and
thank you, Mr. Child.
Mr. Sullivan, begin whenever you’re ready.

STATEMENT OF ADAM F. SULLIVAN, APPLE PRODUCER;
ORCHARD FOREMAN, SULLIVAN ORCHARDS, INC., PERU, NY

Mr. SuULLIVAN. Good morning, Mr. Chairman, distinguished
Members of the Committee. I'd also like to recognize Congressmen
Bill Owens and Chris Gibson, and thank you both on behalf of the
industry. If you could please let Ranking Member Peterson know
that a grower from upstate New York wore purple so that the Min-
nesota Vikings can get the stadium passed, I would be most appre-
ciative.

I appreciate the opportunity to speak to you today about the im-
pact of the 2008 Farm Bill and priorities for 2012 legislation. My
name is Adam Sullivan of Sullivan Orchards, and I'm a fourth-gen-
eration apple grower from Peru, New York. Due to the time con-
straints, I'd like to encourage all of you, if you have not had the
opportunity, to review and read the written testimony that I have
submitted.

The written testimony provides excellent detail of many issues
facing and impacting growers across this country in which the farm
bill has been very effective in assisting growers, whether it is the
Specialty Crop Research Initiative, which is playing a critical role
in slowing down the damage caused by the newly invasive brown
marmorated stink bug, or the Tree Assistance Program which help
growers, many of whom are located in the Champlain Valley, re-
cover losses from catastrophic tree loss sustained from an early
thaw followed by extensive cold weather, which in turn killed the
trees.

Today I'd like to spend the remainder of my time teaching you
about three specific issues regarding the farm bill. These issues are
the Market Access Program, crop insurance and, of course, labor.

Exports are extremely important to the apple industry with near-
ly 30 percent of the fresh crop destined for overseas markets. The
export market is critical for the Empire variety, which is the sec-
ond most grown variety in New York State. Empires are exported
throughout the European Union, recently as far as Singapore, to
name a few, and all thanks to MAP funding.

The apple industry strongly supports the Market Access Program
which has helped level the playing field as we compete with coun-
tries such as China and Chile who have a much lower cost of pro-
duction. MAP is a public-private partnership with growers contrib-
uting $2 for every Federal dollar the industry receives. While my
company only exports a small portion of our crop, every apple ex-
ported is one less apple I have to battle shelf space for.

Now I'd like to change gears and tell you a brief story. In 1983,
on a Saturday afternoon in late August, about 3 o’clock in the
afternoon, a storm fell over the orchard and we could hear the hail-
stones pinging off the metal roof. I remember seeing my father
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watch as the stones piled in the driveway. After about 5 minutes
it stopped. Dad went out to evaluate the crop. He came back “an-
noyed” that this had happened, but the crop was salvageable. Then
5:30 came, and the real storm began.

I don’t remember how long it lasted, but I remember him staring
out the window with my mother consoling him. It was determined
that a tornado landed less than a mile away and pummeled the ap-
ples. I was 6. The crop was so severely destroyed that mom and
dad were only able to sell one load of juice. That year’s crop fer-
mented on the orchard. The real kicker was that he didn’t have
crop insurance. It took them more than a decade, through hard
work and God’s good will, that they got the orchard financially se-
cured again.

The second issue I'd like to discuss is the Federal Crop Insurance
Program. Over the years, the industry has worked closely with
USDA’s Risk Management Agency. As a result, significant improve-
ments to the apple policy have been made, such as fresh fruit
Puyout, specific grades and a list of what actually constitutes a de-
ect.

Crop insurance is an excellent tool to help the grower manage
risks. With farming, challenging weather is part of the deal and
crop insurance makes the grieving process a little easier. Input
costs are so high today, the margin so tight, that a grower could
not back—excuse me—a grower could not come back from a loss
suffered like my parents without crop insurance.

Last, most importantly, I would like to discuss labor. Clinton
County, which is where Sullivan Orchards is located, has more
cows than people. The youngest full-time employee at Sullivan Or-
chards is 35 and he’s sitting here before you today. The next young-
est employee is 58.

The younger generation is not coming to work in agriculture in
Peru. Due to our climate, soils, and I like to believe, skills, the
Champlain Valley is known for growing the highest quality
McIntosh apples, and I see many of you eating them today.

The Champlain Valley harvest is approximately 1 million bush-
els of Macs in a 4 week window. Unfortunately, there is not a local
work force to harvest a crop. As a result, our farm and all the apple
growers in the region have relied on the Jamaican H-2A Program.

For approximately 30 years, the program has worked for Sullivan
Orchards. We have the same men returning year after year. Last
year marked the 25th season for James Hahn who was the last of
the original men.

Since I returned to the farm, and even prior to that time, there
has been constant rhetoric about the need for an efficient Guest
Worker Program. We are no closer now then we were 10 years ago.
Instead, we are threatening people with E-Verify, scaring growers
using the only legal Guest Worker Program, and are taking away
health insurance from our Jamaican guest workers.

The subject of immigration reform has been talked to death. I
understand it is an election year, and I understand that unemploy-
ment is high. I understand that immigration is a very sensitive
issue. Unfortunately, myself and the other growers in the Cham-
plain Valley don’t have an alternative way to get the crop grown
and harvested.
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We need an effective Guest Worker Program. I depend upon the
men coming year after year. They plant the trees. They operate the
tractors. They mow the orchard floor. They know the fields. They
go to the local church. They purchase groceries at the local Grand
Union. They buy clothes at the local store. They pay Federal and
state taxes. They are as much a part of the success of Sullivan Or-
chards as I am, my father is, or Gramp was.

The time for rhetoric is over and action needs to be taken con-
cerning a Guest Worker Program. Let’s get an effective Guest
Worker Program passed for 2012 for all commodities, including
dairy.

Thank you for the opportunity to speak. I will be happy to an-
swer any questions, and enjoy those Macs.

[The prepared statement of Mr. Sullivan follows:]

PREPARED STATEMENT OF ADAM F. SULLIVAN, APPLE PRODUCER; ORCHARD FOREMAN,
SULLIVAN ORCHARDS, INC., PERU, NY

Good morning, Chairman Lucas, Ranking Member Peterson, and distinguished
Members of the Committee. I would also like to recognize Congressmen Bill Owens
and Chris Gibson and thank you both on behalf of the industry. It is great to have
two New Yorkers on this important Committee and we look forward to working with
both of you on the new farm bill.

Thank you for the opportunity to speak today about the impact of the 2008 Farm
Bill and priorities for the 2012 legislation. My name is Adam Sullivan of Sullivan
Orchards and I am a 4th generation apple grower from Peru, New York. My Great
Grand-father started the farm with a handful of cows, some apple trees, a few vege-
tables and potatoes—a good Irishmen. When “Gramp” took over, he sold all the cows
to grow strictly apples, which is how the farm remains today. My father and mother
are still the primary stakeholders and participate in much of the functions of the
orchard. I returned to the orchard in 2003 to serve as the orchard foreman and run
the day to day activities.

From New York to Washington State and Michigan to California the industry is
comprised of independent business owners, many of whom are third or fourth gen-
eration. We strongly support programs that build long-term competitiveness, drive
innovation and grow demand of our products. Apple growers and the produce indus-
try are not seeking a government farm program to support grower income or market
prices. That would not be in the best interest of my business or our industry. The
2008 Farm Bill made a number of important strides toward each of these goals.

Research

Research and extension activities supported by USDA provide the apple industry
with a competitive edge by enabling the introduction of new cultivars, implementa-
tion of improved pest management strategies, genomics and plant breeding and
science-based improvement of food safety.

One of the most successful programs of the 2008 Farm Bill is the Specialty Crop
Research Initiative (SCRI), which provides funding for a variety of research pro-
grams throughout the specialty crop industry. For apple growers, this program
played a critical role in slowing down the damage caused by the newly invasive
Brown Marmorated Stink Bug (BMSB).

The SCRI funded a 3 year, $5.7 million research grant involving over 50 scientists
and ten research institutions nationwide to develop methods to control this destruc-
tive pest. The research has already yielded significant benefits. Information pro-
vided to growers from SCRI researchers resulted in a dramatic reduction in losses
in 2011. U.S.Apple estimates that information from SCRI researchers saved apple
growers alone at least $35 million in 2011—that is over six times the amount of
the total 3 year grant. Much more research needs to be done to develop a long term
solution to the BMSB problem, but this research project alone promises to save agri-
culture from potentially billions of dollars of losses nationwide.

This is only one example of the impressive return on investment that the SCRI
has provided during its first 4 years. Advances made in SCRI research projects on
mapping the apple genome, mechanizing orchard practices such as pruning and har-
vesting, and prevention of other disease and insect pest threats promises to result
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in even greater savings to agriculture that translates into a direct benefit to the
U.S. economy and U.S. jobs.

Another important program is the National Clean Plant Network, which serves
as the single nationally-certified source of plant material free of potentially dev-
astating diseases and pests. Enabling the nursery industry to produce clean plants
is of critical importance because a number of serious diseases can enter into the
United States through nursery stock. Once such pests and diseases become estab-
lished in a region it is very difficult to eradicate them.

A strong commitment to research is critical to the future of the apple industry,
but the benefits of a strong and coordinated research program flow directly into the
U.S. economy.

Crop Insurance

The apple industry is one of a handful of specialty crops that participates in the
Federal Crop Insurance Program. Over the years, the industry has worked closely
with USDA’s Risk Management Agency (RMA) and as a result, significant improve-
ments to the apple policy have been made. USApple and the RMA collaborated to
provide growers with an insurance program that better addresses the unique needs
of the industry. Just this past season, Hurricane Irene came for a visit. The storm
damaged our fresh fruit production through hail stones piercing the fruit and wind
knocking apples into each other causing bruises. Nine inches of rain fell with 50
mph wind gusts blowing trees over. Through having the Fresh option with our crop
insurance policy, Sullivan Orchards is able to recoup some of our loss.

No crop insurance program will make a grower devastated by a natural disaster
financially “whole,” but it will allow them to survive a devastating loss and continue
to support the economic engine of rural America. Let me be clear, crop insurance
enables me to manage risk, but it should never be designed in a way that distorts
the market or encourages sub-par production. The apple industry is also concerned
that as discussions in Washington, D.C. have moved to further expand crop insur-
ance programs, there will be additional requirements attached, such as cross compli-
ance with other Federal programs. What we need is less government regulation, not
more.

Tree Assistance Program

When severe weather occurs, apple growers can experience not only lost crops, but
damaged or destroyed trees. That is exactly what happened in 2004 when a January
thaw of December’s heavy snow fall, followed by 30 below zero temperatures, caused
moisture in the ground to freeze and snap roots of more than 30,000 trees in Clinton
County.

The replacement cost alone for those trees, was estimated at nearly $3 million,
and when you add the lost crop revenue, the total loss is much greater. This was
also a multi-year loss, as new trees take 3 to 5 years to produce fruit. The Tree As-
sistance Program (TAP) offered a lifeline by providing funds to growers to partially
offset the cost of tree replacement. However, securing those funds was a tough lift
and it was only because there was a large disaster bill already moving through Con-
gress that TAP funds were allocated.

That is why the apple industry urged Congress to include mandatory funding for
TAP in the 2008 Farm Bill. This program is a success and must be maintained and
expanded if possible to reach more growers.

Export Programs

Exports are extremely important to the apple industry, with nearly 30% of the
fresh crop destined for overseas markets. While our company only exports a small
portion of our crop, a strong export market strengthens domestic prices for growers
nationwide. For many growers in New York, the export market represents a signifi-
cant portion of their business.

The apple industry strongly supports the Market Access Program (MAP), which
has helped level the playing field as we compete with countries such as China and
Chile that have a much lower cost of production.

As a direct result of the MAP program funding, New York companies have been
able to identify and supply key importers in Singapore—who are looking for new
products for their stores and for the past three seasons they have been stocking ap-
ples from New York State. Growers and shippers from New York would not be able
to conduct activities or develop a market such as this without the support of MAP
funds that allowed us to bring buyers to the U.S. to meet with suppliers. MAP also
funded sampling programs in supermarkets to educate consumers in Singapore
about apples and their unique flavors. MAP is a public-private partnership, with
growers contributing $2 for every Federal dollar the industry receives.
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The Technical Assistance for Specialty Crops (TASC) is another important farm
bill program which provides funds to resolve phytosanitary and technical barriers
that prohibit or threaten access to a foreign market. The New York apple industry
used TASC funds to maintain an important foot-hold in the Israeli market when
pest and disease concerns threatened to shut down the market. The U.S. Apple Ex-
port Council worked with Cornell University to develop new pest mitigation guide-
lines which allowed trade to continue without interruption.

I would also like to take this opportunity to thank Congressman Owens for intro-
ducing H.R. 3914 to amend the Apple Export Act. This bill would eliminate the
USDA inspection requirement for bulk apples into Canada. The requirement, which
dates back to 1933, is no longer necessary or required by the Canadians. If passed,
this bill will save money and time for the grower and, in the process, increase ex-
ports.

Nutrition Programs

Programs like the Fresh Fruit and Vegetable program are a win-win for the apple
industry and the children that are served. This highly successful national program
reaches more than four million low-income elementary school children, many of
them in New York City. Apples have consistently been one of the most popular
fruits in the program.

The program is popular with parents, students and educators alike. Many of the
students who participate take what they learn home with them by asking their par-
ents to buy fresh fruits and vegetables. There is a bipartisan focus on reducing the
rate of childhood obesity and diabetes through improved nutrition and this program
accomplishes those goals.

Marketing Programs

The 2008 Farm Bill includes a number of important marketing programs which
have proven beneficial to the apple industry both in New York and nationally. The
Specialty Crop Block Grant program focuses on regional and local priorities to im-
prove the competitiveness of specialty crop producers. Nationally, the apple industry
has utilized these grants for food safety programs as well as marketing initiatives
and state programs including “Pride of New York.”

The Value-Added Grant program is also helping growers here in the north coun-
try. Red Jacket Orchards, which is located in Geneva, received such a grant which
they used to expand their operation and create new jobs in the process.

Labor—Our #1 Issue

I would be remiss if I did not raise the issue of agricultural labor and the concerns
that apple growers have from coast-to-coast as to whether they will have adequate
labor to pick the crop. In other parts of the country you hear a lot about migrant
workers but we here in the Champlain Valley are a little different.

Clinton County has more cows then people. The youngest full time employee at
Sullivan Orchards is 35 and he is sitting before you today. The next youngest em-
ployee is 58. The younger generation is not coming to work in agriculture in Peru.

Due to our climate, soils, and I like to believe skills, the Champlain Valley is
known for growing the highest quality McIntosh apples. Unfortunately, the harvest
window for McIntosh lasts only 4 weeks. The Champlain Valley harvests approxi-
mately 1 million bushels in this 4 week window. As stated earlier, there is not a
local work force to harvest the crop. Most migrant workers do not want to travel
to this area because of the short work period.

As a result, our farm and most all of the apple growers in this part of New York
have relied on the Jamaican H-2A program. It is not uncommon to have the same
workers return for 10 or even 20 years. The program, while expensive and bureau-
cratic, has supplied us a reliable and consistent workforce and up until about 2
years ago it worked pretty well.

In August of 2010, just as we were gearing up for harvest, the program came to
a standstill and workers were delayed in arriving because the U.S. Government
began questioning the legitimacy of voluntary fees which had always been paid by
the workers to the Jamaican Central Labor Organization (JCLO) to pay for health
insurance, and liaison services provided by the JCLO to the workers. The JCLO also
coordinated a program for workers to send money home at no charge if they chose.
The JCLO is affiliated with the Jamaican Government and the program and vol-
untary fees had been in place since the 1990s. When the Department of Labor began
questioning these services and specifically the fees, we almost lost our workers. Fi-
nally, due to the intervention of a number of senior Members of Congress, an agree-
ment was reached that no fees would be taken out and the workers arrived.

This “compromise” is still in effect and we are now getting our workers on time.
However, they are coming without health insurance and if they want to send money
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home, they have to pay exorbitant fees through Western Union. I have had workers
come to me and express concern that they no longer have health insurance. They
don’t understand—and neither do I—why our government would take that right
away from them.

Though the program is mostly working again, I have strong concerns about what
will happen if mandatory E-Verify legislation is passed without agricultural labor
reforms and suddenly all of agriculture is forced into the H-2A program at once.
Currently, the program only supplies about 50,000 of the estimated one million agri-
culture workers needed in this country. Sullivan Orchards has been in this program
for over 30 years, and I can tell you first hand that it does not have the capacity
to double let alone increase twenty-fold without major reforms. What the industry
needs is a stable, adequate, able and predictable supply of agricultural labor able
to participate legally in the U.S. workforce.

Thank you for allowing me the opportunity to testify before this Committee. These
discussions and the reauthorization of the farm bill offer an exciting opportunity to
further improve important specialty crop programs and support increased growth
and competiveness of the apple industry.

The CHAIRMAN. Thank you, Mr. Sullivan.

I now recognize myself for 5 minutes.

Your memories of going to the field after the catastrophe reminds
me of being a 7 year old and following my father to the wheat field
nearest the house one night and watching him stand in that field
with his flashlight and realizing every stalk was broken over and
that quiet walk back. Even as a 7 year old, like yourself, there are
some things you remember forever. The fact that he said nothing
for 2 days made a great impression on me. That said, that’s what
we're here about, and that’s what we’re here to try to address.

Mr. Eckhardt, let’s begin with you. You mentioned the SURE
Program and you talked about your experiences. Could you expand
on that just a little bit, and not only your experience with SURE,
but expand for a bit on where you think the money would be better
spent, perhaps you think the money would be better spent some-
where else?

Mr. ECKHARDT. Right. I think as we look at eligibility for cov-
erage under certain programs, the paperwork and record keeping
trail, along with whether or not SURE will be released, is just so
burdensome that many people back away from any insurance cov-
erage whatsoever. I mean, it may be that the only reason they sign
up for CAT for their field crops or for NAP for their vegetable crops
is that their banker may require that they have some type of cov-
erage.

But when it gets right down to push come to shove, for instance,
with NAP, the first 50 percent of your loss is yours. You take it
in the shorts for 50. If you have 51 percent loss, you will get indem-
nification for one percent. Do you understand what I'm saying?

So when you look at the calculations, and SURE Program has
some of the same issues, only it’s usually 2 years later that those
funds start to become available, and through the process of quali-
fication and the review by the county committees and the FSA
county and state committees, that you get some indemnification
through the SURE Program.

My seed company really is looking to get paid that year for the
seed I bought from them, not 2 years later. My fertilizer company
wants their money sometimes up front. When we look at these kind
of indemnification programs that are that long in getting funds
back to those people who have had losses, sometimes catastrophic
losses, it just isn’t working.
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You know, what could we spend it better on? Perhaps on some
type of process or policy NAP process, that would allow the grower
to purchase a higher level of coverage. Much like we have in the
crop insurance programs. NAP would, for lack of a better term, I
call it NAP Plus. But these would be things that we could tweak
to this program to make it so that it’s more acceptable.

And the other thing is, is it’s very difficult when you try to put
together what is referred to as APH, actual production history, for
your farm. You know, you produce potatoes or sweet corn or what-
ever, you have to come up with documentation year after year to
justify that.

So it’s—it’s extremely difficult and time consuming for the pro-
ducer and those people in the FSA and the crop insurance people
to come up with speciality crop insurance that’s going to work.
SURE has it. It just is too time consuming and too late.

The CHAIRMAN. Switching gears for a moment, gentlemen. I'd be
honest, if I did not admit this to you, I would not be honest. The
northwest half of the great State of Oklahoma is what I represent.
And when I stand up in front of this building, I can see more trees
than there are in my entire Congressional district, so understand
I think they’re amazing things, these trees.

Could you tell me for a moment about your experiences with the
Tree Assistance Program, TAP, if anyone has experience?

And by the way, I like trees. I'm not opposed to trees. I just don’t
have any.

Mr. SULLIVAN. I think it was 2003 or 2004. Don’t hold—hold me
to the actual year it happened. We had an extensive snowfall in
December and then we had a wonderful January thaw, which was
nice. I mean, it went from 20° below up to into the nice 30° and
40°. It was a nice, nice, nice little break. But then January decided
to come back with full vengeance and froze up the ground, which
in turn snapped the roots and killed the trees.

So in the Champlain Valley, we had close to 30,000 trees that—
that snapped off at—in the root system and the trees had to be re-
moved and replaced. And so we did the Tree Assistance Program.
It helped. It assisted, and I mean, it didn’t pay for the loss by no
means, but I mean it was extra money that was certainly needed
and it was nice.

The CHAIRMAN. This, of course, is one of the many reasons we
have these hearings. I come from an area where this is not really
utilized, but obviously it is an important program.

Mr. SULLIVAN. It has its place, of course—I didn’t get into it in
my speech, and I'm glad to hear that we’re really trying to be fi-
nancially and fiscal responsible. All these policies are great to have
and regulations are great and the Tree Assistance Program is
great. But the $30,000 that we got from putting—from the Tree As-
sistance Program, it was nice. It helped. I'm not going to say no,
because it’s there.

But if it wasn’t there, I am still going to be farming. I mean, call
me thick-headed and dumb, I mean, but I'm still going to make a
go of it. That I think it’s more important as you’re doing the farm
bill that you look and you say is it worth putting my kids and ev-
erybody else’s kids here further in debt for giving a little Band-Aid
aid or is it better that maybe we don’t put the money out there.
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The CHAIRMAN. Your insights are very appreciated. My time has
expired. I now recognize the gentleman from Georgia for 5 minutes.
Mr. Scott.

Mr. DAvVID ScoTT of Georgia. Thank you very much, Mr. Chair-
man.

Seems to me that the two most pronounced areas of great chal-
lenge to the specialty crop industry here is the need for crop insur-
ance because no area of agriculture is more susceptible to storms
and weather conditions than specialty crops. And the other one is
your challenge with labor because it’s labor intensive. It’s getting
out there, picking and harvesting these crops. So let me start off
with the crop insurance.

Mr. Eckhardt, I think you probably hit some of this: How many
lenders now require crop insurance, and would this be the way to
go, that lenders require the growers to have insurance if they lend
them money for their operating cost?

Mr. ECKHARDT. I don’t think I've ever been told by a lender that
I was not going to get a loan if I didn’t have crop insurance.

Mr. DAVID ScOTT of Georgia. Okay.

Mr. ECKHARDT. But you can tell by body language and interest
rate just how important they make that: It would be a great idea,
Mr. Eckhardt, to have some crop insurance. And you're nodding
your head like this, going, yes, you're absolutely right.

So to say that in some writing some place, crop insurance was
required by my lender, I don’t think I've ever seen that. And if it
is, what the big print giveth, the little print taketh away. But I
still think that as we go forward, it certainly gives them the option
to say this person has some coverage should there be a catastrophic
loss and we might actually ask to be named as one of the people
who receive those funds.

Mr. DAVID ScOTT of Georgia. Do you think that with us in Wash-
ington, in Congress, as we develop policy, that some kind of way
that we approach with this farm bill some effort to require that?

Mr. ECKHARDT. Well, perhaps—perhaps through a—if it was re-
quired by a lender, the farm bill could look at how there might be
a reduced interest rate to that grower who’s borrowing operating
or capital funds, a reduced interest rate if you do have some type
of workable crop insurance. But it needs to be something that’s ac-
tually going to pay you something if you have a loss.

Mr. DAVID ScOTT of Georgia. Right. All right. Now let’s turn to
the labor issue, because, Mr. Sullivan, I really think that you hit
the nail on the head here with this. Because we can no longer con-
tinue to hide from this issue. If we do not address the labor issue
for specialty crops, how devastating would this be? I mean, we've
another Farm—we got this farm bill. I mean, there may be some
things we could do with this, I don’t know. We certainly can bring
that discussion up, but this farm bill comes around every 4 years.
How urgent is this problem to develop a Guest Worker Program for
specialty crop producers?

Mr. SuLLIVAN. I think Mr. Child has probably a pretty good ex-
ample on how urgent the, if you don’t mind telling your experience
with—a couple of years ago, about the H-2A Program and how our
government decided to take it upon themselves to invoke rules that
nobody knew about to not allow the men to get in here.
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Mr. DAVID ScOTT of Georgia. I did want to get to that because,
Mr. Child, I was getting to you next. And as you respond to this,
you said securing the borders, and that was the only reference that
you made in your testimony to what might be judged upon as deal-
ing with this immigration issue. I want to ask you that, but I also
wanted to ask you which borders? Are you talking about Canadian
border?

Mr. CHILD. I do live near a high priority enforcement zone on the
Canadian border, but I fully recognize most of the people that are
coming into the country to work are coming in on the southern bor-
ders. The fact that I live so close to the border, with a border patrol
station in my town, just makes me very vulnerable to enforcement.

I think it was back in 2004 was the last year that I hired crews
from labor contractors that were green-carded people. It’s a pretty
well known fact that approximately 70 percent of the migrant
workers in agriculture are probably here with forged documents.
And we might as well bring out the facts and tell it straight.

I currently use the H-2A Program which Mr. Sullivan alluded to
that he uses—for his Jamaican work force. I still hire Mexican
workers for my vegetable farm.

The H-2A Program has allowed me to have a continuity from
one year to the next without concerns about enforcement from Im-
migration, but the Administration, through the Department of
Labor, has been quite difficult. There are a lot of hoops to jump
through.

Mr. DAvVID ScoTT of Georgia. Right?

Mr. CHILD. It’s been really frustrating the last couple of years,
where the rule changes from one year to the next, make it quite
difficult, and——

Mr. DAVID ScOTT of Georgia. Let me just—I know my time is get-
ting around the Chairman’s back. I don’t want him to cut me off.
But may I make one suggestion that might be helpful, is that you
get these specialty crop block grants coming down through your
state, and you also—we also have Specialty Crop Research Initia-
tive, and you have some excellent universities and research groups
here. It might be useful to do some documentation, engage in some
study of this impact of the labor issue with the specialty crops in
this region. And it could qualify for that, to begin to give us in
Washington more substantive information and credibility on how
we move forward with this, because, I assure you, I grew up on a
farm. I used to come up. Matter of fact, I used to come up here a
long time ago when I was a kid, in around Utica. And they used
to have a lot of bean picking up there then. I don’t know if they
still do. And even back then, it was migrant labor coming up from
the south, and they used to have what they called bean camps up
here.

So you're very unique in this regard, and it could be a wise utili-
zation of your block grants to get some information on this. Thank
you, sir.

The CHAIRMAN. The gentleman’s time has expired. The chair now
recognizes the gentleman from Virginia for 5 minutes.

Mr. GOODLATTE. Thank you, Mr. Chairman.
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I'd like to follow up on the questions of the gentleman from Geor-
gia, again, on the issue of the H-2A Program and Guest Worker
Programs in general.

I have, in the last few Congresses, introduced legislation to re-
form the H-2A Program to change the adverse effect wage rate,
which seems like a bureaucrat’s dream, to the prevailing wage rate
which it seems like most businesses pay their workers based upon
what the prevailing wage is in—in the marketplace. It also would
reform a number of these other issues.

Unfortunately, it’s also not something that will come up in the
farm bill because it’s the Judiciary Committee’s jurisdiction. But
since I am a Member of the Judiciary Committee, I can be helpful
in that regard, and I would love to hear some of the particular
problems that you had here in the last 2 years with the H-2A Pro-
gram.

One example that I've heard, from my apple growers in the
Shenandoah Valley, has been that they have no ability to deter-
mine whether or not the worker can actually do the work of climb-
ing a ladder and picking apples. In fact, when they attempted to
determine that the people they were going to be hiring would in-
deed climb a ladder, they were told that they were imposing a re-
quirement that was inappropriate.

This kind of problem really makes a program which was strug-
gling to begin with, the H-2A Program, even more unworkable and
why I think it needs to be reformed. But Mr. Child, Mr. Sullivan,
any of you want to jump in and talk about the experience you've
had lately in dealing with the workers you need under the H-2A
Program?

Mr. CHILD. Yes, there are a few hurdles that have come up in
the last couple years. A lot of times with this program we’re being
regulated by multiple agencies, both at the Federal and state level.
In the past, the H-2A Program required a certain—required that
the producer provide housing for the workers, but left the inspec-
tion of the housing up to the state departments of health.

That changed a couple years ago where, then before you could re-
ceive certification, the inspection of the housing had to be done at
that time. Since you have to apply so far ahead before your date
of need for the workers, that meant going out in the snow banks
and working on the labor camp just to get certification rather than
having the facilities ready when the workers arrived, and that’s
been a bit of a hardship.

I have heard horror stories. Some of my colleagues in Idaho have
had some very bad issues along those lines, where for very minor,
not even what you would normally consider infractions, they’re de-
nied a housing permit. And then that backs up the whole process
and you have to start all over again.

Some of the regulations may have good intent, but the way
they’re administered is really off base.

Mr. GOODLATTE. Agreed. Let me, since I'm going to be limited in
time here.

Mr. CHILD. Okay.

Mr. GOODLATTE. Let me shift over to another topic I'd like to
raise that we haven’t had a lot of discussion about, and that’s the
conservation programs. And I'll give Mr. Eckhardt and Mr. Osborn
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an opportunity to tell us about which of those programs producers
in this part of the world take part in and what conservation pro-
grams we should focus on with the limited resources we have.

Mr. OSBORN. I just want to add something just from the last on
the H-2A, and that is for a small producer like me, H-2A doesn’t
work. It’s too expensive and when I need three employees for 1
week and then a month and a half later I need ten, the H-2A
doesn’t fit. And there are a lot of small grape growers and specialty
crop producers that H-2A just doesn’t work, so there’s nothing
there for us to get the extra help that we need.

In terms of conservation, we’ve worked with the Soil and Water.
We've got our drainage ditches put in. Those are all very effective.
The Cooperative Extension and their help in bringing and letting
us know what is available to us in terms of education and the pro-
grams like mulching and things like that that help our conserva-
tion are all very effective. I mean, I appreciate everything that’s
being done.

Mr. ECKHARDT. The EQIP Program is critically important, but it
also has a component that the producer contributes. There are
other matching funds that might be available from state or local
municipalities, so that when you look at the funding for EQIP, as
we tweak the program to make it work better, especially in the
specialty crops, I think there are lots of opportunity to leverage
other programs to fund that.

I think the critical part is, is we are all conservationists at heart.
We want to have something left for our children and our grand-
children to farm. But if we don’t have these critical programs and
practices in place, in some cases there may not be much left, and
the environment is important to us.

Mr. GOODLATTE. Thank you, Mr. Chairman.

The CHAIRMAN. The chair now recognizes the gentleman from
New York, Mr. Owens for 5 minutes.

Mr. OWENS. Well, thank you, Mr. Chairman.

Gentlemen, thank you for testifying today.

It seems to me that the two issues we’re hearing most about are
crop insurance and farm labor issues. I know that certainly with
Mr. Sullivan we’ve had many, many conversations about this as it
goes, and some cases go back to your father in the 1980s, when we
were having those same discussions.

In terms of the crop insurance issue, is there some analysis, that
you've seen that’s out there, that would give us a good road map
to establishing a workable crop insurance program? Obviously un-
derstanding it may have to be modified regionally, and may also
have to be modified in terms of the type of agricultural program
we're facing. It just strikes me that we’ve had a lot of conversation
about it, but when you look at the crop insurance programs, it’s not
clear to me that there is in fact an analysis that we could utilize
to really, in a major way, revamp these programs to make them
more functional.

Mr. ECKHARDT. You're asking for a template that we can apply
across the board, with specialty crops, with field crops like corn,
soybeans, wheat, cotton. I think it’s going to be a group effort to
come up with a—we have a base, and I look at that base as being,
like the NAP Program, for those programs that do not have any in-
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surance, and the possibility of having more crops added to the in-
sured programs rather than relying on NAP. But as a template, I
think it’s going to have to come down to a consensus among spe-
cialty crop growers, region by region, what works. And I think that
looking at some of the things that don’t work and tweaking them
to get them so they do work.

I wish I could say I had a template, and be able to hand it to
the Committee and say, here, this will work. This is my idea as
how it’s going to work. I have some ideas, but it is not a template,
but it is some ideas on how we can tweak it and make it work bet-
ter. It’s very difficult because there are so many thousand of spe-
cialty crops that we would have to include in something like that.

Mr. OWENS. Well, let’s start with the ideas that you do have, and
let’s lay them out and then get some analysis done to determine
whether or not that works.

One of the things that struck me in your testimony, when you
talked about and having read about this before, is if you have a 51
percent loss but you have, in effect, a deductible of 50 percent and
you're getting paid one percent, it hardly makes sense, I would
think in most cases, to buy the insurance.

Mr. ECKHARDT. That’s correct. And I think when you look at spe-
cialty crop growers and NAP insurance in general, whether it be
for a hay crop for dairy farmers, I mean, if you wanted NAP insur-
ance on your hay in 2012, you're already too late, because you had
to sign up by the 30th of September in 2011 to have that crop in-
sured.

To me, the first step is changing sign up dates. I mean, just like
Ralph said, to be able to look at the market situation just prior to
planting or planning to plant and say okay, this crop, that crop,
going to dropped, but you had to buy it or at least sign up for the
insurance 6 months ago, kind of odd.

But also, what I would refer to as NAP Plus, where you would
actually, as an individual grower, choose to buy additional insur-
ance, maybe insure it to 65 percent, so you had a 35 percent loss,
and then you would have indemnification kick in, you know. It’s
$250 per crop, per county, up to a maximum of three crops. Okay,
let’s move it to a situation where you would pay $500 or maybe a
thousand, and you, as an individual, would be able to choose that
based on your need for protection.

Mr. OWENS. Thanks. Want to move to the labor issue for just a
minute. I'm curious, from all of the panelists, whether or not they
would support a program that would provide for the allowance of
individuals currently in the country, potentially illegally in the
country, to obtain a work visa? Is that something that the farm
community would support?

Mr. ECKHARDT. Oh, yes. I mean, for us it would be a—I don’t
have any migrant workers right now. My work force is almost en-
tirely locals and especially teenagers.

You know, were just holding our breath on how we’re going to
farm in 2012 if I can’t hire my teenagers. First of all, we’'re one of
the few employment opportunities for them. But the biggest con-
cern for us always is the fact that theyre in school until the end
of June. They go back to school at the end of August or early Sep-
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tember, and what do I do to get crops planted and what do I do
in the fall to finish the harvest?

And having some—a few people available just for that short pe-
riod of time would be extremely helpful. Just like the H-2A doesn’t
work. I mean, we need something that will work, and I think any-
thing you can do to help us with that.

Mr. OWENS. Mr. Child, looks like you have a comment.

Mr. CHILD. Yes, yes, I would like—I would like to speak in favor
of that type of movement. I'm not talking about a fast track to citi-
zenship. Most of these people do not care to become citizens of the
U.S., or if they do, that option could be there. But I don’t think it
should be fast tracked. It’s not what the workers are interested in,
nor is it politically going to happen.

But we do have a trained work force in the country, and to start
all over with new workers just to have a legal status would also
be burdensome. I think there should be a provision to give these
people that are currently here, illegally or not, the opportunity to
stay and work in the country. They are doing the jobs that most
Americans choose not to do.

Mr. OWENS. I'd like to go back to Mr. Ooms’ statement, we either
import labor or we import food. I yield back, Mr. Chairman.

Mr. OSBORN. Just a quick——

The CHAIRMAN. The gentlemen, may finish. Yes, please.

Mr. OSBORN. Quick comment on that. One, the government
doesn’t have the infrastructure to do the paperwork for a new work
force, if you kicked everybody out. So to have the ability to get
legal working papers for people who are already in the country,
who are already working would be an excellent thing to have.

Mr. OWENS. Thank you very much.

The CHAIRMAN. The gentleman’s time has expired. The chair now
turns to the gentleman from Texas, which should be noted for the
record, are amazed when they see the number of trees we have in
Oklahoma in the third district. Mr. Conaway is recognized for 5
minutes. And a response before his 5 minutes begins.

Mr. CoNnawAY. Exactly. I actually—I gave the previous Chair-
man, Mr. Goodlatte, a picture of myself standing by the city limits
signs of the city of No Trees, Texas, so in addition to snow this
morning, there are even trees in it as well.

Mr. Sullivan, I couldn’t help but notice the name Isabella on, or
Isabel, on your pink and white tote that you brought in, and
much—and then your comments about the debt that we’re laying
on them and the struggles that we have across this entire country
as to how we hand off the legacy, of the American legacy, to her—
I'm assuming it’s your daughter—to my grandchildren. I have
s}elven grandkids, that legacy of debt that we are on the path to do
that.

I offered up the last farm bill, 2008, an amendment in Com-
mittee that would have said if you only get—if your check, your
maximum check, that you get from the non-crop insurance portion
of the support system is $100 or less, that you wouldn’t get it. That
the payments would have to be more than $100 or we wouldn’t pay

ou.
And we had a pitched battle in the Committee how cruel that
was for me to argue that, that $100 was the difference between
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making it and breaking it on a farm. And in your comment, that
the $30,000 for the Tree Assistance Program, while helpful, had
you not had it you would still be growing apples today.

And as we look at these programs, we need to focus on which
ones—because we can’t afford them all, what are those that are
really the make/break kinds of issues involved. We fought them all
the way down to $25 a check, so that, if the check is less than $25,
which it costs USDA $30 to write each check, you don’t get it.

We stripped about $6 billion out of the Crop Insurance Program
over the last couple of years. And I want to know if any of you have
seen an impact on the private delivery system, that I think most
of us support, where you’ve got private folks selling the insurance,
doing the adjustments and working with you on those programs.
Have you seen an impact yet from that reduction of some $6 billion
from the crop insurance side?

Mr. OsBORN. I would just like to talk about the paperwork. Doing
the—the grape—insuring grapes is, and I don’t know about other
crops, but when my insurance agent comes to talk to me about the
crop insurance, he—he says what level do you want? Do you want
95 percent, 90s all the way down to 60, 50 percent? And then I say,
well, what’s it going to cost? He goes, well, I don’t really know be-
cause RMA hasn’t really told us yet. I have a good idea.

I mean, 5 years ago, they had no knowledge. Now they sort of
have an idea, and they’ll get up a quote and they’ll say, here’s your
quote. And I'll say, okay, I'll take the 75 percent, that one.

Well, then that goes to RMA, and then they come back and say
this is the price. And I only get one shot on that. If I don’t like the
price, then I—I don’t get insured, or I have to take it. The insur-
ance agents not having a clear picture of what the cost of that in-
surance is going to be is problematic.

Mr. SULLIVAN. We're pleased with the Crop Insurance Program.
USApple worked with RMA and the crop insurance providers to
work to improve the apple policy. You will have some apple grow-
ers who say they’re not happy with it, of course, and there’s minor
glitches in the system. But I mean, overall, it’s a very functional
program.

As for how you save $6 billion——

Mr. CoNawAY. No, no. We've already done that. I'm just saying
what impact has that had? Have you seen the impact?

Mr. SULLIVAN. Well, no, I have absolutely no idea. I did—people
in Kansas City at the RMA office are a great group of individuals.
I worked with them and just appreciate the hard work that they
do at that office. And they're really working very, very hard for the
growing community.

It may not seem that way, and you’ve got a lot of actuarial peo-
ple in there who can do circles with numbers in there. But I mean,
it’s a good group. And I think as you’re doing the Crop Insurance
Program, you've got to get their insight in it. I mean, they've got
oodles of experience.

I mean, I want to tell you, yes, we need to be—color of the ap-
ples, I'm going to tell you that’s a green apple versus a red apple,
and we need to get some of the loss end of it. But when it comes
to the number ends of it and how stuff is going to work on the ac-
tuarial thing, you really need to get RMA’s involvement in there.
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Mr. CONAWAY. Mr. Eckhardt?

Mr. ECKHARDT. In delivery, I think that the private insurance
company people have done a reasonably good job, even with some
of the cuts that we've seen. I still say that our biggest issue is the
fact that we have—if it’s apples, an apple—have we got apples or
we have grapes.

But when you come to a diversified farm like my own, where we
may have close to 30 crops or those people who are growing non-
traditional crops like hops or, here in the Northeast, arugula or
Belgian endive or the list just starts—goes from A to Z, arugula to
zucchini, if you want to call it that.

It’s just one of the issues that perhaps the best people that have
the best knowledge of the crops grown in that area is the FSA
County Committee, and their input, and growers’ input into what
is a good yield, what’s a good price, how can we insure this crop,
Woulizl probably be best, a good way is spend some time with those
people.

Mr. CoNAWAY. Thank you. Mr. Chairman.

The CHAIRMAN. The gentleman’s time has expired. The chair now
turns to the gentlelady from Maine, Ms. Pingree, for 5 minutes.

Ms. PINGREE. Thank you very much, Mr. Chairman.

Thank you again to another wonderful panel for your articulate
thoughts. I do want to take a quick aside here so this doesn’t get
lost, is follow-up on one of the dairy things.

I didn’t know before that Representative Gibson had entered into
a cow milking contest, and I just want to challenge him here in his
home district. I do have a blue ribbon and a red ribbon from a poli-
tician’s cow milking contest and would ask if we can have a little
match-up.

The CHAIRMAN. The gauntlet is thrown down.

Ms. PINGREE. Exactly. Maine against New York.

But thank you very much. As I said, I mentioned earlier that one
of my interests on the aspects of local food and local production in
the growing market there, but I also support all of my colleagues’
questions on crop insurance.

In the bill that I submitted, we asked the USDA to analyze this
problem, because I do think there are a lot of good ideas and data
out there. There are good thoughts from actuaries, farmers them-
selves, and I do think having a whole farm crop insurance pro-
gram—Mr. Eckhardt, you've had a lot of good ideas for us today—
but it would be very beneficial to many of the farmers that I rep-
resent. And I think we could resolve this issue with a little bit of
resources put behind it and then provide something that would
really be useful to many of the farms and the farms that are actu-
ally growing today.

I also represent a lot of organic growers and as many of you in
the room know, organic growers have to pay a premium, but then
a reduced price when they recover anything from crop insurance,
which is completely backwards and upside down. So I think there’s
an opportunity there, particularly, again, with this being a fast-
growing market and a lot of investment being made in organic pro-
duction today.

So just to the panel generally, and any of you who have thoughts
on this, as I mentioned, I'm interested in how we spend our re-
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sources on programs that allow you to expand in the local food
market, to use more CSA, farmers’ markets.

Many of you have already talked about some of the areas where
you're benefiting or using some of the programs that are out there.
One thing I'm interested in is that there are about 2,000 Farm-to-
School Programs around the country that are providing more local
foods for schools, also universities and hospitals. That’s a great
market and a local market.

And I know there are some barriers there, and so I'm interested
in that, but also just any of your input on these particular pro-
grams and where we should be directing our resources. I'll just
open it up to any of you.

Mr. OSBORN. I'm a big proponent of local, just to talk a little bit
about marketing, marketing to the American consumer, that buy-
ing local is important, not only from knowing where their food is
coming from, but what the impact is.

For every bottle of wine that you buy local, you return $10.60—
or $10.05 to the local community. When you buy a wine from an-
other country, you return 67¢. So the impact of buying local is
huge, and I don’t think the American public really understands
thil:ic’ and I think that’s probably the most important thing we need
to do.

The other is people have to understand the difference in cost. I
had a Chilean grape grower in visiting last year, and he said to me,
said, Scott, how much do you pay your vineyard help? And I said,
well, I give them $10, $12 an hour plus medical benefits. And he
(s:iat there and looked at me, and he goes, wow, I pay mine, $8 a

ay.

I can’t compete with $8 a day. And I think the American public
needs to understand that everybody needs a good living and we
just can’t compete with these people, and they shouldn’t buy their
products that are basically exploiting the workers.

Ms. PINGREE. Thank you for that. And I do think it helps to em-
phasize that this is a—this is a jobs issue, and especially in many
of our local communities and certainly an economic benefit, so
thank you for that. Go ahead.

Mr. CHILD. One comment on encouraging local marketing: The
State Specialty Crop Block Grants are a good avenue for that.

In New York State, over the past few years, approximately 20
percent of that block grant money has gone into marketing and
promotion, much of which is on a, probably, a local type scale. It
also has helped fund improvements at the Hunts Point Terminal
market in New York City for those producers that choose to market
there. So that is one approach that the Federal Government can
help on that line.

Mr. ECKHARDT. And the research for the nutrition portion of it,
especially when we talk about School Lunch Program, as we try to
get more local products into our schools, collaborating with people
so that we can use products. An apple is an apple from—if your
school is right here locally and you produce apples locally, they
should be able to use those local apples.

The Vegetable Growers Association, along with several other
groups, are trying to make cookies that go into School Lunch Pro-
grams. How do you make butternut squash into a really good nutri-
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tious cookie that kids want to eat? Like, you put chocolate chips
in it.

But the idea is that we try to come to these research things to
help with School Lunch Programs and what makes children want
to eat nutritious things. They have to taste good, they have to look
good, they have to be good for them.

Ms. PINGREE. Okay. Thank you. I'm out of time, but thank you
very much.

The CHAIRMAN. The gentlelady’s time has expired. We now turn
for the final 5 minutes allotment to the gentleman from New York,
Mr. Gibson.

Mr. GiBsON. Well, thanks, Mr. Chairman, and I thank the panel.

It’s just been very detailed, a productive testimony. I also want
to take the opportunity on behalf of my colleague, Bill Owens, to
thank our hosts here today, that the North Country Community
College, very proud of this institution. Indeed, number one in the
state, 22 in the nation.

A few comments, and then I'll throw out the questions for the
panelists. But it’s certainly some discussion here this morning
about our situation with deficit and debt, and I keenly appreciate
what has been communicated this morning.

It’s so important, though, that we take a comprehensive ap-
proach to this, a thoughtful comprehensive approach, as we go
about that very serious question in recognizing the fact that, even
in the last 5 years there have already been significant savings in
this area. And the fact that when you look at it in total outlays,
you're talking Y2 of 1 percent of outlays into a sector of our econ-
omy that’s so vitally important.

Absolutely, we need to scrutinize every single program to make
sure we're doing what’s right, but we also recognize no farms, no
food. We need to get this right or we’re going to end up growing
food overseas. So certainly appreciate that’s not to negate anything
that’s been said here today, but just that how important it is we
get that balance right.

I want to make a few comments. This testimony, I deeply appre-
ciate all that was communicated here.

Disaster relief: we were hit very badly by a storm, including up
here in the North Country, in August. And having the Emergency
Conservation Program, the Emergency Watershed Program avail-
able to us, it took some fight to get that funding there, but it
helped us in terms of debris removal, money for fences, for reim-
bursement there, and cleaning out streams.

And Mr. Chairman, just say that going forward, I think it’s im-
portant we budget for this because this was a situation we were
at zero balance and it took us a couple of months to fight our way
to get that money available. As we think about this bill, that we
think about paying that forward, in making sure that those pro-
grams are available to us.

But we also know that even after that assistance was available,
we ran up against this insurance, so no farmer was made whole.
And you know, Bill Owens put a marker down that we should pick
up and continue to work, and he said, well, what would that tem-
plate look like?
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And I've got here today a couple folks who work on my ag advi-
sory panel who are also part of the New York Farm Bureau, Julie
Suarez and Eric Ooms, and I'd ask that we think about is there
some way that New York could work on a proposal that may flesh
this out in greater detail, that we can get into the national nar-
rative. Something to think about. Certainly, I have no tasking au-
thority over you, but just to say that maybe we can work together
on that to provide a recommendation.

The next thing is, Mr. Eckhardt mentioned that NRCS, he was
talking about the EQIP Program and that he thought it may be ad-
ministered in the FSA. Mr. Chairman, that I just want to tell you
that I move all about the 137 towns in my district. I do hear that
quite often.

I just want to submit it, that I want to reinforce and affiliate my-
self with the remarks of Mr. Eckhardt. And something to think
about, it’s really just a common sense approach, and recognize that
this is looked at differently in different parts of the country. But
here, we like to have our foot soldiers out and working issues, and
then the folks who are helping facilitate, those are the ones who
are helping with the paperwork. And that’s sort of the view here
in upstate New York as it relates to how we delineate duties.

I might also say that it might be worth looking at, we’re talking
about bureaucratic reorganization, that we also consider the labor
issue that we've talked about so much. And I know, Mr. Sullivan,
we worked with you, you've come down to D.C. I appreciate that.
We’ve worked with Mr. Owens, the New York delegation, as we try
to sort through this. I wonder if that program, H-2A, isn’t better
administered in the USDA instead of the DOL. I think we might
have more empathy in trying to solve the problem if it was the
same folks who come from the farming community. Something to
think about.

I want to affiliate myself with remarks of Mr. Eckhardt in terms
of FSA closings. You know, as the guy who was a soldier for many
years, I think we should be looking to the headquarters in D.C. Be-
fore we come out here. You know, we have offices that have two
people in it, but those two personnel are so vitally important to the
farmers all throughout the community. And as we look to consoli-
date, I would say are there savings first that we can get in the
headquarters before we come out to where we’re actually providing
the services?

Organic was mentioned. I want to say today I had Mike Kil-
patrick here. He’s about 24 years old. He’s an incredible young
man, bright future ahead of him. Took a really hard hit in this
storm. He represents the future, I think. He’s just a representative
of the future of organic farming in our area.

We need to support him. And I'd ask Mike Kilpatrick, since we
weren’t able to get you as a witness here today, if you could provide
your recommendations—I’d ask, Mr. Chairman, if we could submit
that for the record for consideration.

[The information referred to is located on p. 894.]

Mr. GIBSON. And I'm sorry about the lengthy statement, but I
did want to make these points. And I just want to ask the panelists
for—we haven’t gotten on the record yet as far as the energy pro-
grams and broadband. These are just other areas where we can try
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to help the profitability in extending the reach of our agricultural
community. I'd ask that—we’ve had some farmers in our district
take advantage of the energy incentives, none of which were in the
USDA, somewhere in Treasury, to help with photovoltaic—to help
drive down energy costs. I'd ask for any kind of comment from the
panelists.

The CHAIRMAN. And a prompt answer would be appreciated.

Mr. OsBORN. Which kind of answer? A short one?

I think there should be more funds devoted to help either with
tax credits or something for alternative energy. You know, at this
point in time, I'm considering working out a solar project. I'd like
to have the whole farm to be solar. But it’s pretty hard to work out
the numbers to come up with $150,000 to put in a solar thing. To
wait for tax credits down the road is problematic.

I'm working with a leasing company. If I can get the lease prices
down, below what my cost of utility would be, I would do that.

But I just want to address the FSA closings. In Yates County,
we’re losing our FSA office, and it’s going to be tragic. There are
a lot of Mennonites in our county and these folks use horse and
buggy, and for them to have to now travel 25 to 30 miles in a horse
and buggy is really problematic. And we only have two people in
the office, and they’re very, very effective. And they're very commu-
nicative, they stay on top of every farmer, and we know exactly
what’s going on. And to lose that is going to be tragic in Yates
County.

Mr. ECKHARDT. Just real quick, probably the most important
crop that every farm in this area of the Northeast produces is their
children. And without the ability to put these young people in a po-
sition of responsibility for working on our farms, whether they're
our own kids or our neighbors’, we've had three generations of
young people that have worked for us: Their grandparents, their
parents and now the kids are working for us. And I think as we
go forward, if we’re going to have anybody take over in agriculture,
we've got to have young people involved in agriculture, and we
can’t exclude them. A 14 year old with a size 15 shoe at 6’ 1”7 is
not an infant.

The CHAIRMAN. The gentleman’s time has expired, the panel’s
time has expired. The chair would like to note that before we ad-
journ it has been my custom to allow the Members whose district
we are in a closing comment. Not all of us are fortunate enough
to live in New York State and we are scattering to the airports
very shortly. Mr. Owens, 2 minutes, sir.

Mr. OWENS. Thank you, Mr. Chairman.

First, again, thank you to all of you for attending today. Thank
you to the panelists.

I want to say that from my perspective, I enjoyed listening and
learning today. This is very important to all of us to bring back to
Washington. I also want to say as we talk much in Washington
about buy America, this is the penultimate product to be purchased
in America. And Mr. Osborn, your suggestion that we buy America,
particularly in the wine area, where you’re competing with other
countries at a cheaper price, I think we all should take that to
heart. We also should focus on that when we’re going into Wal-
Mart and other places and we’re picking up foreign made products.
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Thank you very much, Mr. Chairman.

The CHAIRMAN. The gentleman yields back. I would note to all
of our good folks participating in the back of the room today in this
hearing, anyone watching or listening, you can visit the House Ag-
ricultural Committee’s website to learn more about the 2012 Farm
Bill. In addition, you may submit comments to be considered a part
of the Committee’s field hearing record. Your comments must be
submitted using the website address by May 20, 2012, and that is
http:/ [agriculture.house.gov [ farmbill. Look it up on our website.

Under the rules of the Committee, the record for today’s hearing
will remain open for 30 calendar days to receive additional mate-
rial and supplemental written responses from witnesses to any
questions posed by a Member.

This hearing of the Committee on Agriculture is adjourned.

[Whereupon, at 11:57 a.m. (EST) the Committee was adjourned.]
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OPENING STATEMENT OF HON. FRANK D. LUCAS, A
REPRESENTATIVE IN CONGRESS FROM OKLAHOMA

The CHAIRMAN. This hearing of the Committee on Agriculture
entitled, The Future of U.S. Farm Policy: Formulation of the 2012
Farm Bill, will come to order.

Good morning and thank you all for joining us today for this
farm bill field hearing. And I would like to thank Congressman
Schilling for hosting this hearing here in Illinois.

These field hearings are a continuation of what my friend and
Ranking Member Collin Peterson started in the spring of 2010.
Today, we will build upon the information we gathered in those
hearings, as well as 11 farm policy audits we conducted this past
summer.

We used those audits as an opportunity to thoroughly evaluate
farm programs to identify areas where we could improve efficiency.

The field hearings serve a slightly different purpose though.
Today, we are here to listen.

I talk to producers all the time back in Oklahoma. I see them
in the feed store and I meet with them at my town hall meetings.
And of course I get regular updates from my boss back home on
the farm. Yes, that is Linda Lucas. But the conditions and crops
in Oklahoma are different than what you will find here in Illinois.

And one of the reasons we hold field hearings is to get a sense
of the diversity of agriculture across this great country.

Let me tell you—in some ways, Illinois and my home state of
Oklahoma could not be more different. Back home—and I say this
respectfully—back home, we do not measure our soil in feet and

(71)
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our rain in inches like you do here. That is called a little bit of
envy.

The broad range of agricultural production makes our country
strong, and it also creates challenges when you are trying to write
a single farm bill to support so many different regions and so many
different commodities.

While each sector has unique concerns when it comes to farm
policy, I would like to share some of my general goals for the next
farm bill.

First and foremost, I want to give producers the tools to help you
do what you do best, and that is produce the safest, most abun-
dant, most affordable food supply in the world.

To do this, we must develop a farm bill that works for all regions
and all commodities. We have repeatedly heard that a one-size-fits-
all program will not work. I can tell you from experience that what
works here in Illinois will not work as well for my constituents in
Oklahoma. So the commodity title must give producers options so
that they can choose the program that works best for them.

I am also committed to providing a strong crop insurance pro-
gram. The Committee has heard loud and clear about the impor-
tance of crop insurance and we believe it is the cornerstone of the
safety net. Today, we hope to hear how we can improve crop insur-
ance.

And last, we will work to ensure that producers can continue
using conservation programs to protect our natural resources. I am
interested to hear how producers in this area of the country use the
conservation programs. I am particularly curious as to your
thoughts on how to simplify the process so they are easier for farm-
ers and ranchers to use.

Beyond those priorities, I know there are a number of universal
concerns facing agriculture across the country.

For instance, my producers in Oklahoma are concerned and wor-
ried about regulations coming down from the Environmental Pro-
tection Agency and how they must comply with those regulations.

I am also aware that the death tax is creating difficulties for
farming operations. And I want to hear how these Federal policies
are affecting producers here.

Today, we will hear from a selection of producers. Unfortunately,
we just do not have time to hear from everybody who would like
to share their perspective. But we have a place on our website
where you can submit those comments in writing. You can visit ag-
riculture.house.gov /farmbill to find that place. And you can also
find the address on the postcards available on the table here.

As 1 said before, we do not have an easy road ahead of us. But
I am confident that by working together, we can craft a farm bill
that continues to support the success story that American agri-
culture is.

[The prepared statement of Mr. Lucas follows:]

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

Good morning, and thank you all for joining us today for this farm bill field hear-
ing. I'd also like to thank Congressman Schilling for hosting this hearing here in
Illinois.



73

These field hearings are a continuation of what my good friend and Ranking
Member Collin C. Peterson started in the spring of 2010. Today, we’ll build upon
the information we gathered in those hearings, as well as the 11 farm policy audits
we conducted this past summer.

We used those audits as an opportunity to thoroughly evaluate farm programs to
identify areas where we could improve efficiency.

The field hearings serve a slightly different purpose. Today, we're here to listen.

I talk to producers all the time back in Oklahoma. I see them in the feed store
and I meet them at my town hall meetings. And of course, I get regular updates
from my boss back on our ranch. But the conditions and crops in Oklahoma are dif-
ferent than what you’ll find here in Illinois.

One of the reasons we hold field hearings is to get a sense of the diversity of agri-
culture across this great country.

Let me tell you—in some ways, Illinois and my home state of Oklahoma couldn’t
be more different. Back home, we don’t measure our soil in feet and our rain in
inches like you do here.

The broad range of agricultural production makes our country strong, but it also
creates challenges when we'’re trying to write a single farm bill to support so many
different regions and commodities.

While each sector has unique concerns when it comes to farm policy, I'd like to
share some of my general goals for the next farm bill.

First and foremost, I want to give producers the tools to help you do what you
do best, and that is to produce the safest, most abundant, most affordable food sup-
ply in the world.

To do this we must develop a farm bill that works for all regions and all commod-
ities. We have repeatedly heard that a one-size-fits-all program will not work. I can
tell you from experience that what works here in Illinois won’t work as well for my
constituents in Oklahoma.

So the commodity title must give producers options so that they can choose the
program that works best for them.

I also am committed to providing a strong crop insurance program. The Com-
mittee has heard loud and clear about the importance of crop insurance and we be-
lieve it is the cornerstone of the safety net. Today, we hope to hear how we can im-
prove crop insurance.

Last, we’ll work to ensure that producers can continue using conservation pro-
grams to protect our natural resources.

I'm interested to hear how producers in this area of the country use the conserva-
tion programs. I'm particularly curious as to your thoughts on how to simplify that
process so they are easier for our farmers and ranchers to use.

Beyond those priorities, I know there are a number of universal concerns facing
agriculture across the country.

For instance, my producers in Oklahoma are worried about regulations coming
down from the Environmental Protection Agency (EPA) and how they must comply
with those regulations.

I'm also aware that the death tax is creating difficulties for farming operations.
I want to hear how these Federal policies are affecting producers here.

Today, we'll be hearing from a selection of producers. Unfortunately, we just don’t
have time to hear from everybody who would like to share their perspective. But
we have a place on our website where you can submit those comments in writing.

You can visit agriculture.house.gov /farmbill to find that place. You can also find
that address on the postcards available on the table here.

As I said before, we don’t have an easy road ahead of us. But I'm confident that
by working together, we can craft a farm bill that continues to support the success
story that is American Agriculture.

The CHAIRMAN. And with that, I would like to turn to my col-
league, my senior Democratic Member at the hearing today, for any

opening statement that he may offer. The gentleman from Iowa,
Mr. Boswell.

OPENING STATEMENT OF HON. LEONARD L. BOSWELL, A
REPRESENTATIVE IN CONGRESS FROM IOWA

Mr. BosweLL. Well, thank you, Mr. Chairman, and thank all of
you for being here. I am not trying to stand in for the Ranking
Member Collin Peterson, but I am very pleased to be here.
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This will probably surprise our Chairman, I do not think so
though—might embarrass him. But I think we have an excellent
Chairman of the Agriculture Committee that is committed to mak-
ing it the best we can make it. And I like what he just said, I want
to repeat it in my own words.

You know, everybody in this country—everybody in this coun-
try—has a vested interest in agriculture. We all eat. And we are
not making more land, we are making a lot more people. And I will
comment just very briefly, but what we all get, whether it is that
guy or lady in downtown New York or L.A. or Dallas or wherever,
is the most plentiful, least expensive, safest food in the world.
Make no mistake about it. Does not seem like it when you go to
the grocery store, but that is true. Just check it out. So we are all
invested in it and we ought to be appreciative of that and remem-
ber how important it is to all of us. And that is something I think
virle all need to be promulgating constantly, so I hope you will do
that.

It is kind of neat for me to be back in Galesburg, it has been a
long time. I came here one time with a Farm Progress Show. Now
that takes you back a few years, some of you. Was anybody here
at the Farm Progress Show? Well, I had just gotten out of spending
a career in the military, come home and started farming again and
I bought me a motorcycle, and I brought about six guys on motor-
cycles to Galesburg and we arrived—it has been a number of years
ago—pouring down rain and muddy on the grounds and every-
thing. And here I am on a two-wheeler trying to get around and
find a place to park where when you put the kickstand down, it
will not just sink.

[Laughter.]

Mr. BOSWELL. But so much for that. It was a good experience
and I feel some real affection for it and you do a lot of things here
like we do, just a little bit west of here.

Chairman Lucas made a comment about his soils and so on from
Oklahoma. Well, I spent a lot of time at Fort Sill, not too far from
him—a lot of time. I have some stewardship over some land. We
measure topsoil by the inch as well. So everybody thinks Iowa’s
topsoil it is feet. Well, some places it is and some places it is here
in Illinois, but not everywhere.

The farm program is very important to us and I am just going
to close here and just say this: there is room for everybody in this.
You know, I was in the state legislature on the Agriculture Com-
mittee and got very involved. I came back to do what I love to do
and that is agriculture. We have gone through a time when there
is production agriculture, sustainable agriculture, organic agri-
culture, so on. And there has been a lot of head bumping over it.
Let me tell you this is what I think, I think there is room for all
of us. We can stop that, we do not need to do that. The farmers’
markets are growing like crazy, people want that. The population
growth is unbelievable. We are going to be stressed to be able to
provide food and fiber for the people of this world. There is room
for all of us. So let’s work together and let’s make it the best we
can.

And I certainly agree that the safety net is what we are probably
going to be focused on. I think I will be interested in what you have
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to say so that we understand. You know, Federal crop insurance
is available, affordable and so on, and make it work.

So I am just very pleased to be here, Mr. Chairman, I want to
thank you. I am glad to be in my colleague’s district, I appreciate
it. I am anxious to hear what you have to tell us so we can do the
best we can with the leadership of the Chairman here to bring
forth a farm bill.

The CHAIRMAN. The gentleman from lowa yields back his time
and I appreciate those very thoughtful words, and we now turn, as
is my custom when we are doing a field hearing, to the Member
who represents the district that we are in. You would be impressed
at how hard and diligently he worked to help make sure that the
Agriculture Committee came to his district, the gentleman from Il-
linois, Mr. Schilling is recognized.

OPENING STATEMENT OF HON. ROBERT T. SCHILLING, A
REPRESENTATIVE IN CONGRESS FROM ILLINOIS

Mr. SCHILLING. Thank you, Mr. Chairman.

First, I would like to start out, this week the Illinois ag commu-
nity lost a very special woman and I wanted to dedicate this open-
ing statement to her. Maralee Johnson was an effective voice for
the Illinois Beef Association. Her kindness and passion were al-
ways appreciated and her efforts for beef producers across this
state will be remembered. Our strongest thoughts and prayers go
out to her family. And with that, this one is for Maralee.

First, I want to thank Chairman Lucas for holding this farm bill
hearing. I also want to welcome my colleagues, Congressmen Bos-
well, Conaway and Hultgren. Thank you for coming and welcome
to the Illinois 17th District.

This district is blessed with some of the most fruitful and produc-
tive soil in the world. In fact, when it comes to the value of sales
for corn and soybeans, we rank 14th out of 435 Congressional Dis-
tricts. We host the Farm Progress Show every other year. We are
home to ag manufacturers John Deere and Caterpillar and are
among the leading districts for livestock in the country. In short,
we are an agricultural powerhouse.

I cannot tell you how much our community appreciates the op-
portunity to be one of four locations throughout this great nation
to discuss the next farm bill. It is good to see that we have some
friends from Iowa, Indiana, Ohio, Minnesota in attendance with us
today as well.

Before we get started, I also want to thank the fine folks at Carl
Sandburg College for opening up their doors for this event. I espe-
cially want to thank President Lori Sundberg, Julie Van Fleet, Bill
Gaither, Aaron Frey, Robin DeMott, Mary Ann Nelson, Anthony
Law of the campus security, Bobby Frederick, my ag specialist and
the countless others who helped set this up. Many thanks to the
Knox County Sheriff’s Department and the Galesburg Police De-
partment as well.

I also want to recognize a great leader in the community, the
Mayor of Galesburg, Mayor Sal Garza. We really appreciate all the
efforts that he helps with our community to bring and liven up our
economics here.
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Again, I want to welcome all of our farmers, producers, guests
and witnesses here today. I have the honor of representing Deb
Moore from Roseville, Dave Erickson from Altona, Gary Asay from
Osco and Terry Davis from Roseville, all of whom are here to tes-
tify today.

I look forward to hearing from all of you about the 2008 Farm
Bill, how it has been effective and how we can improve the future
or ag.

Before we get to the testimony, I wand to address the issue of
bipartisanship and offer insight to the question that almost all of
you are asking. Can Congress get a farm bill done this year? In the
spirit of Mark Twain, reports of the death of bipartisanship have
been greatly exaggerated. After all, it was this Congress that
passed the three free trade agreements, repealed the onerous 1099
tax reporting requirement, passed the VOW to Hire Heroes vet-
erans jobs bill, passed the STOCK Act, passed a 4 year FAA reau-
thorization, and passed a defense bill that will promote workload
and jobs for Rock Island Arsenal. All of these laws were bipartisan,
I might add.

Do we have our work cut out for us? Absolutely. But this is a
bipartisan Committee and we will work together to produce a farm
bill that works great for America. We have an economy struggling
to regain its footing and a budget crisis to solve. Fortunately, ag
has been very, very bright for us; yet, we know the economic pro-
duction and cycles in ag require us to plan for the future.

At $136.3 billion in 2011, ag exports have never been higher, and
according to the USDA, for every $1 billion in ag exports, that pro-
vides for 8,400 related jobs for men and women here and across
America. That is why it is so important that the next farm bill con-
tinue to allow producers to do what they do best. At a time when
rural populations are looking for new ways to grow our commu-
nities, our voice must be stronger than ever and I believe this Com-
mittee is up to the task.

With that, Mr. Chairman, I look forward to listening to our farm
panels today. I yield back.

[The prepared statement of Mr. Schilling follows:]

PREPARED STATEMENT OF HON. ROBERT T. SCHILLING, A REPRESENTATIVE IN
CONGRESS FROM ILLINOIS

Thank you Mr. Chairman.

The Illinois Ag Community lost a very special woman this week and I want to
dedicate this opening statement to her.

Maralee Johnson was an effective voice for the Illinois Beef Association. Her kind-
ness and passion were always appreciated—and her efforts for beef producers across
this state will be remembered.

Our strongest thoughts and prayers go to her family. And with that, this one is
for Maralee.

I want to thank Chairman Lucas for holding this farm bill hearing. I also want
to welcome my colleagues, Congressmen, Boswell, Conaway and Hultgren.

Thank you for coming and welcome to Illinois’ 17th District.

This District is blessed with some of the most fruitful and productive soil in the
world. In fact, when it comes to the value of sales of corn and soybeans, we rank
14th out of 435 Congressional Districts.

We host the Farm Progress Show every other year, are home to ag manufacturers
John Deere and CATERPILLAR, and are among the leading districts for livestock
in the country.

In short, we are an agricultural powerhouse.
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I can’t tell you how much this community appreciates the opportunity to be one
of the four locations throughout this great nation to discuss the next farm bill. It’s
good to see that we have some friends from Iowa, Indiana, Ohio and Minnesota in
attendance today as well.

Before we get started, I also want to thank the fine folks of Carl Sandburg College
for opening up their doors for this event. I especially want to thank:

President Lori Sundberg,

Julie Van Fleet,

Bill Gaither,

Aaron Frey,

Robin DeMott,

Mary Ann Nelson,

Anthony Law of Campus Security,

And countless others who helped set up this great venue.

Many thanks to the Knox County Sheriff's Department and the Galesburg Police
Department as well.

Again, I want to welcome all of our farmers, producers, guests and witnesses here
today.

I have the honor of representing Deb Moore from Roseville, Dave Erickson from
Altona, Gary Asay from Osco and Terry Davis from Roseville—all of whom are here
to testify today.

I look forward to hearing from all of you about how the 2008 Farm Bill has been
working and how we can improve things for the future of Agriculture.

Before we get to testimony, I want to address the issue of bipartisanship and offer
insight to the question that almost all of you are asking . . . “Can Congress get a
farm bill done this year?”

In the spirit of Mark Twain, reports of the death of bipartisanship have been
greatly exaggerated.

After all, It was THIS Congress that:

passed the THREE FREE TRADE AGREEMENTS,
repealed the onerous 1099 tax reporting requirement,
passed the VOW to Hire Heroes veterans’ jobs bill,
passed the STOCK ACT,

passed a FOUR-YEAR FAA reauthorization

and passed a Defense bill that will promote workload and jobs at the Rock Is-
land Arsenal.

All of these laws were bipartisan I might add.

Do we have our work cut out for us? Absolutely. But this is a bipartisan Com-
mittee and we will work together to produce a farm bill that works for America.

We have an economy struggling to regain its footing, and a budget crisis to solve.
Fortunately agriculture has been a very bright spot, yet we know the economic and
production cycles in agriculture require us to plan carefully for the future.

At $136.3 billion dollars in 2011—ag exports have never been higher. And accord-
ing to USDA—every $1 billion in AG exports provides for 8,400 related jobs for men
and women here in America.

That is why it is so important that the next farm bill continue to allow producers
to do what they do best.

At a time when rural populations are looking for new ways to grow our commu-
nities, our voice must be stronger than ever and I believe this Committee is up to
the task.

With that Mr. Chairman, I look forward to listening to our farm panels today.

The CHAIRMAN. Thank you, Congressman Schilling, for yielding
back.

The chair would request that other Members submit their open-
ing statements for the record so the witnesses may begin their tes-
timony, and to ensure there is ample time for questions.

[The prepared statement of Mr. Peterson follows:]
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PREPARED STATEMENT OF HON. COLLIN C. PETERSON, A REPRESENTATIVE IN
CONGRESS FROM MINNESOTA

As we approach the current farm bill’s expiration date, we will hear directly from
farmers and ranchers across the country on the issues they face every day.

Writing a new farm bill will not be an easy task. Everybody is being asked to do
more with less, and, it seems to me, that agriculture is being asked to cut even more
than others. I'm particularly troubled by the House Republican budget released this
week which, in addition to massive cuts to agriculture and nutrition programs, in-
cludes reconciliation instructions asking our Committee to make unrealistic budget
cuts. I just don’t see how we can make these cuts and then turn around to write
a strong farm bill.

The agriculture economy is perhaps the only part of our nation’s economy that has
remained strong over the last few years. It is amazing to me that those outside of
agriculture are trying to mess this up.

Passing a farm bill this year or even next year if it comes to that, is going to be
incredibly difficult. We need producers of all regions, representing all commodities,
to work together to get a new farm bill across the finish line.

I thank the witnesses for making the time to testify hear today.

The CHAIRMAN. I would like to welcome our first panel of wit-
nesses to the table—Mr. David C. Erickson, corn and soybean pro-
ducer, Altona, Illinois; Ms. Deborah L. Moore, corn, soybean, and
beef producer, Roseville Illinois; Mr. John Mages, corn and soybean
producer, Belgrade, Minnesota; Mr. Blake Gerard, rice, soybean,
wheat, and corn producer, McClure, Illinois; and Mr. Craig Adams,
corn, soybean, wheat, hay, and beef producer—you are a busy
man—Leesburg, Ohio.

Mr. Erickson, please begin when you are ready.

STATEMENT OF DAVID C. ERICKSON, CORN AND SOYBEAN
PRODUCER, ALTONA, IL

Mr. ERICKSON. Thank you. My name is David Erickson, I am a
Knox County farmer from Altona, Illinois. And as a life long resi-
dent here in Knox County, I want to welcome the Committee and
in particular Chairman Lucas, Ranking Member Peterson, all the
other Members of the Committee. We appreciate your commitment
to come here to our community for this hearing. And in particular,
I want to thank Congressman Schilling for his persistence in not
only serving the district, but in making sure that this all-important
hear}ilng is here, as well as the work of his staff. Thank you very
much.

My wife Nancy and I operate a corn and soybean farming oper-
ation and a farm management business that serves absentee land-
owners. Our businesses are truly family owned and established
through the work of the previous two generations of our families.
We continue to enjoy the involvement of three generations of our
families in production agriculture and work with multi-generations
of landowners through our farm management business. We are ex-
tremely optimistic about the future of agriculture.

I believe that farm businesses should be rewarded for their work
in the global marketplace and that we need to continue to support
efforts to open, develop and further expand markets for agricul-
tural products and commodities, both domestically and globally.
The impacts that these products have had here locally is beyond
question. Agricultural exports support jobs here at home and par-
ticularly when we add value through enhancing our basic commod-
ities.
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I urge Congress to continue to support trade agreements and ini-
tiatives that provide increased access, improved acceptance and fair
trade policies for U.S. agriculture. Congress has an important job
ahead of it.

As farmers, we protect and enhance our environment because we
know the importance of sustained rich soil and clean water that
supports our family and our consuming public. Some current con-
servation programs are over-burdened with rules and procedures
and do little to impact programs except use up limited budget allo-
cations. I urge Congress to consider simplifying, consolidating our
current conservation programs to allow for the most effective use
of those funds budgeted for these efforts.

As a taxpayer, I want Congress to cut spending, reduce waste
and improve results with our investment. I believe that the Federal
budget deficits must be eliminated and debt reduced. I feel strongly
that agriculture should do its part to help Congress in this endeav-
or.
I know that much of the discussion to date about the farm bill
has led to proposed elimination of direct payments. While I under-
stand the need for change, I also must report how direct payments
in our farming operations are beneficial and effective. Without the
assistance of any other government programs, we invested these di-
rect payments back into our farming operation to reduce soil ero-
sion, improve drainage, limit nutrient runoff and manage price
risk. We made effective use of those dollars and taxpayers reap the
rewards with a safe, abundant, low cost supply of food and fiber.

I understand the importance of Federal crop insurance as a part
of risk management and I know that too much emphasis also on
any single approach can be dangerous. Federal crop insurance
should provide risk coverage for crop losses but not for poor mar-
keting and overall risk management. Farming is a risky business.
We need tools to help us manage these risks but those risks can
never be totally eliminated.

I urge you to consider streamlining farm program paperwork. A
vast majority of Illinois farmland is owned by someone other than
who physically operates it. Absentee landowners are reaching the
end of their desire to comply with all the requirements of farm pro-
gram participation. Their frustration will only lead to lower partici-
pation and the increased likelihood of cash only rental arrange-
ments that do nothing but compound the risk already that farmers
must bear.

I encourage your continued work to complete the farm bill legis-
lation this year and to make it a 5 year program that does not rely
on temporary extensions. No aspect of the commodity title fits all
operations or regions, but I trust you to work diligently to craft leg-
islation that provides flexibility for the inherent diversity that en-
compasses U.S. agriculture.

I thank you for the privilege to address the Committee and ap-
preciate the great efforts involved in bringing this hearing to my
home.

Thank you.

[The prepared statement or Mr. Erickson follows:]
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PREPARED STATEMENT OF DAVID C. ERICKSON, CORN AND SOYBEAN PRODUCER,
ALTONA, IL

My name is David C. Erickson. I am a Knox County farmer from Altona, Illinois.
As a life-long Knox County resident, I want to extend a warm welcome and sincere
appreciation to Chairman Lucas, Ranking Member Peterson and all the Members
of the Committee for bringing this most important Field Hearing to Galesburg. I ap-
plaud your efforts to seek input from constituents on the important issues facing
agriculture policy and your willingness to bring the inner workings of Congress to
the people in their home communities. I also want to recognize the efforts of Con-
gressman Schilling and his staff for their persistence in serving the 17th Congres-
sional District in Illinois and in hosting the Committee in the District for this im-
portant Farm Policy Hearing. I am very proud of Knox County and hope that you
will find the people here friendly, engaged and thoughtful just as I have.

My wife, Nancy, and I operate a corn and soybean farming operation and manage
farmland for absentee landowners with our farm management business. Our busi-
nesses are truly family owned and were established through the work of the prior
two generations in our families. We continue to enjoy the involvement of three gen-
erations of our families in production agriculture and work with multiple genera-
tions of active landowner participation in our farm management business. We are
extremely optimistic about the future of the agriculture industry and are confident
in the ability of the agriculture industry to support a significant portion of our local,
state and national economy.

After college and a 4 year experience as a high school and community college
teacher, I began to farm full-time in 1984 with the 1985 crop year being my first
full season. Production and prices have certainly changed considerable from that era
of sub $2 corn, sub $5 soybeans and idled acres (set aside) of 10% to 20% very com-
mon. Through many years of involvement in leadership positions in agriculture or-
ganizations, I have had the opportunity to participate in Farm Policy discussions
and have been actively involved with farm bills since 1990. The change from one
farm bill to the next has been mostly evolutionary, but looks rather revolutionary
from a rearview perspective. I enjoy farm policy discussions and still find the proc-
ess as interesting as it was to me that first time.

I believe that farm businesses should be rewarded for their work in the global
marketplace. I continue to support the efforts to open, develop and further expand
markets for all agriculture commodities both domestically and globally. I know that
historical efforts to limit production to improve prices only hurt U.S. production ca-
pabilities and encouraged our competitors. I have no doubt that through research,
development and challenging competition, farmers will meet the growing needs and
tastes of the world population. We are a country of many resources and our ability
to effectively use those resources will be paramount to our future and that of our
neighbors throughout the world. Agricultural exports support jobs here at home par-
ticularly when we add value to those basic commodities through processing and en-
hancements. U.S. agriculture must be allowed to participate in the growing global
marketplace. I urge Congress to continue to support trade agreements and initia-
tives that provide increased access, improved acceptance and fair trade policies for
U.S. agriculture products and commodities.

Congress must limit unnecessary and burdensome regulations that increase costs,
reduce productivity and decrease opportunities for current and future generations.
Something as simple as protecting young people from the threat of workplace acci-
dents or abusive working conditions can lead to over-regulation that sacrifices devel-
oping a strong work ethic in our youth. Young people must be allowed to learn how
to work and work safely or we risk losing an effective, motivated workforce in future
generations. Work on the family farm is rewarding and builds life lessons that lead
to future successes for young people. Employers have long recognized the strong
work ethic of young people from rural areas as a positive skill for future employees.
Regulations protect us in everyday life, but when overused, serve no purpose to a
productive society.

We must be prudent stewards of our natural resources. Farmers protect and en-
hance our environment, because they know the importance of sustaining the rich
soil and clean water that supports their family and the consuming public. I feel that
conservation programs are important to the farm policy decisions that we make.
Some current conservation programs are overburdened with rules, procedures and
standards that do little to impact the programs except to use up limited budget allo-
cations. Congress must not lose sight of the positive impact that past voluntary in-
centive conservation programs have provided. I urge Congress to consider simpli-
fying and consolidating current conservation programs to allow for the most effec-
tive use of funds budgeted to these efforts.
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As a taxpayer, I want Congress to cut spending, reduce waste and improve results
with our investment. I believe that Federal budget deficits must be eliminated and
debt reduced. I feel strongly that agriculture should do its part to help Congress
achieve those goals.

I know that much of the discussion to date about the new farm bill has lead to
the proposed elimination of direct payments. While I understand the need for
change, I must also report to you how direct payments in our farming operations
were beneficial and cost effective. As farmers and farmland owners, we used those
payments to implement conservation plans, develop needed grassed waterways, uti-
lize grid soil sampling to manage nutrient use, invest in equipment upgrades for
conservation and no-till farming while also developing risk management marketing
practices. Without the assistance of any other programs, we invested these direct
payments back into our operation to reduce soil erosion, improve drainage, limit nu-
trient run-off and manage price risk. We made effective use of those dollars and tax-
payers reap the rewards of a safe, abundant, low cost supply of food and fiber.

A reasonable safety net must still be a part of the farm bill to ensure that produc-
tion agriculture can withstand the inevitable variability in prices and production,
neither of which are in our complete control. I understand the importance of Federal
Crop Insurance as a part of risk management, but I also know that too much em-
phasis on any single approach to risk management is dangerous. We have not used
Federal Crop Insurance because the associated cost has not calculated into a sound
business decision for us. We have worked to improve our financial stability, we are
fortunate to have long term relationships for land rental and our environment has
produced fairly consistent yields. There may have been times when we might have
received insurance payments, but those payments would pale in comparison to the
accumulated cost of premiums over the years. Federal Crop Insurance should pro-
vide risk coverage for crop losses, but not for poor marketing and overall risk man-
agement. Farming is a risky business subject to weather, price, political, trade, spec-
ulation and other influencing factors. We need tools to help us manage these risks,
but those risks can never be nor should be totally eliminated.

I urge you to consider streamlining farm program paperwork and the near endless
amount of information that must be provided. A vast majority of Illinois farmland
is owned by someone other than who physically operates the land. Absentee land-
owners are reaching the end of their desire to comply with all of the requirements
for farm program participation. Their frustration will only lead to lower participa-
tion or increase the likelihood of cash only rental arrangements which only com-
pounds the risk that farmers must bear.

I encourage your continued work to complete the farm bill legislation this year
and to make it a 5 year program that does not rely on a temporary extension. All
the programs contained within the legislation must have the ability to plan for the
future and know that a multi-year farm bill is the key to that confidence. No aspect
of the commodity title fits all operations or regions. I trust you to work diligently
to craft legislation which provides flexibility for the inherit diversity that encom-
passes U.S. agriculture.

I thank you for the privilege to address the Committee today and appreciate the
great efforts required to bring this important hearing to my home.

The CHAIRMAN. Thank you, Mr. Erickson.
Ms. Moore, you may begin when you're ready.

STATEMENT OF DEBORAH L. MOORE, CORN, SOYBEAN, AND
BEEF PRODUCER, ROSEVILLE, IL

Ms. MOORE. Good morning. I would like to start by thanking
Chairman Lucas, Congressman Peterson, Congressman Schilling,
and the other Members of the Committee for the opportunity to
testify here today.

My name is Deb Moore. I farm near Roseville in western Illinois
with my husband, Ron, and his brother, Larry. We farm about
2,000 acres of corn and soybeans and have a beef cattle operation.

I thank you for the opportunity to talk about the value and im-
portance of farm programs to operations like ours. For more than
30 years, we have been active family farmers who are concerned
about caring for our land and sharing our farm story. I was actu-
ally born and raised in Chicago suburbs and moved to the farm
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after marrying Ron, who is a third generation Warren County
farmer.

Farmers like us face many challenges and opportunities in to-
day’s global marketplace. We must continue to become more effi-
cient and also manage more risk. As crop prices have increased
over the last couple of years, so have expenses. We must find ways
collectively to manage these risks.

From 2010 to 2011, our income increased 50 percent but our ex-
penses increased 58 percent. Our major expenses each year are
cash rent, fertilizer, seed and crop protectants. All of these have
doubled in cost over the last few years. Last year, we purchased
all of our farm inputs for our 2012 crop, a full year before that crop
will need to be harvested.

Another major challenge we face is educating consumers about
agriculture and the importance of our industry to food production
and the economic well-being of our country. I am involved with Ag
in the Classroom programs and Illinois Farm Families.

Illinois Farm Families invited Chicago moms to have their ques-
tions about food and farming answered by Illinois farmers. After
making their own judgment about our methods and procedures,
they share their experience using social media.

I share this information with you because it is important for you
to know as we educate consumers about agriculture, they gain a
better understanding of why it is important for tax dollars to be
used for agriculture. When consumers see for themselves how we
care for our animals, the land, the environment, and gain a better
understanding of how agriculture bolsters the national economy,
we see more support for U.S. agriculture in the Federal budget.

My family believes that farm programs play an important role in
underpinning the strength of the farm economy, which supports
the overall U.S. economy. The importance of an effective safety net
for farm income has grown with the rise in cost of farm inputs. We
recognize that in the present budget environment, farm programs
are a target of interest from either groups that oppose them in
principle or who want to use those funds for other projects.

Let me review five of the farm bill titles and my position:

In the commodity title, we support risk management proposals
and other programs that enable us to better manage risk, maintain
planting flexibility, avoid restructuring of existing crop insurance
programs, and are compliant with current U.S. WTO commitments.

We use Federal crop insurance, marketing loans, futures and op-
tions, hedge-to-arrive contracts to protect our financial investment
in times of extreme volatility of commodity prices and input costs.

Let me also add that credit for new farmers is important to the
future of agriculture. With the expenses we face, it would be very
difficult for a new farmer to secure enough credit to take over an
operation from an existing farmer.

In conservation, we support practices on working land. We would
like to reduce the acreage cap on CRP in order to achieve budget
savings and allow U.S. producers to respond to growing demands.

Conservation projects that protect the environment are extremely
important to farmers. Our farm is 30 percent no-till, 70 percent
minimum-till.
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We have relied on cost share programs that reduce erosion
through stream bank restoration, CRP waterways and dry dams.
But there are not enough resources to do all the necessary work.

In energy, we support reauthorization and funding for Biodiesel
Fuel Education Program and Biobased Market Program and would
like to see reauthorization of the Bioenergy Program for Advanced
Fuel.

In research, we would like to see the Agriculture & Food Re-
search Initiative reauthorized and funding maintained for research
at land-grant universities to help us better manage production
challenges.

For trade, we need reauthorization and funding for the Foreign
Market Development Program and the Market Access Program and
continue Food for Education and food aid programs.

Again, let me emphasize that I strongly support these and other
titles be part of the 2012 Farm Bill, including support for com-
modity programs, conservation, research, energy, export promotion
and food assistance programs.

I thank you very much.

[The prepared statement of Ms. Moore follows:]

PREPARED STATEMENT OF DEBORAH L. MOORE, CORN, SOYBEAN, AND BEEF
PRODUCER, ROSEVILLE, IL

Good morning. I would like to start by thanking Chairman Lucas, Congressman
Peterson, Congressman Schilling, and other Members of the Committee for the op-
portunity to testify here today.

My name is Deb Moore. I farm near Roseville in western Illinois with my hus-
band, Ron, and his brother, Larry. We have about 2,000 acres of corn and soybeans
and a feeder cattle operation with 200 acres of pasture. I am a member of the Illi-
nois Soybean Association and the Illinois Farm Bureau. Ron and I are also members
of the corn and beef associations.

I want to thank you for the opportunity to be here today to talk about the value
and importance of farm programs to modern U.S. agriculture operations like ours.
For more than 30 years, we have been active family farmers who are concerned
about both caring for the land and sharing the farm story with the public. I was
actually born and raised in suburban Chicago and moved to the farm after marrying
Ron, who is a third generation Warren County farmer. Both of his grandfathers
farmed in Warren County. We like to tell our sons’ friends that there are more
steers per square mile than there are people in Section 5 of Roseville Township.

Farmers like us face many challenges and opportunities in today’s global market-
place. As we continue to become more efficient and grow food for the world on the
same number of acres, we must be innovative and also manage more risk. As crop
prices have increased over the last couple of years, so have expenses. We must find
ways collectively to manage such challenges.

Currently our only income is from the farm. With higher commodity prices has
come a higher input cost. From 2010 to 2011, our income increased 50 percent, but
our expenses increased 58 percent. Our major expenses each crop year include cash
rent, followed by fertilizer, seed and crop protectants. Fertilizer expenses have more
than doubled in the last 4 years, crop protectants costs are up 30 percent, cash rent,
seed and fuel have doubled in cost over the last few years. I would also add that
we have not increased our production acres during this time either, only the expense
per acre of planting the crop. In the fall of 2011, we purchased our seed, fertilizer
and crop protectants for the 2012 crop, a full year before that crop will be harvested.
We pay for crop expenses a year ahead to guarantee supply and prices.

We do what we can to manage the financial risk as much as possible, but every
year is different. Weather, disease and prices play a major role in our profitability.
High commodity prices are of absolutely no use to us if we lose a crop to extreme
weather conditions. One storm can wipe out an entire crop and jeopardize a farm
in a matter of minutes. We have had several wind storms that have taken down
buildings and flattened our crops. In those situations, we had to run the combine
in one direction with a reel to harvest most of our crop. We were luckier than many
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other farmers, we still had a crop to harvest but the expense increased greatly with
added fuel and additional wear on the machinery.

Another major challenge we face is in educating consumers about agriculture and
the importance of our industry to food production and the economic well-being of
our country. I taught school when we were first married and then stayed home to
raise our three sons. I did go back to teaching for 8 years while the boys were in
college to help pay their tuition. My teaching position was eliminated 2 years ago,
but I still have a passion for teaching others about farming. I am involved with the
Ag in the Classroom program and have hosted multiple school field trips, partici-
pated in classroom visits, and hosted urban teachers to our farm.

I also have become involved with Illinois Farm Families, a group that focuses on
a different way of communicating with consumers than in the past. Illinois Farm
Families are actively seeking a dialogue with urban consumers about food and farm-
ing concerns.

In this last year, Illinois Farm Families invited Chicago-area moms to see a vari-
ety of farms and get their questions answered. More than 70 interested moms ap-
plied for the program and nine were chosen to spend the year touring Illinois farms.
I am one of the farm mom hostesses spending time with these field moms while they
tour our farms. Each tour allows the moms to dig into food and farming topics and
make their own judgments about our methods and performance. After the tours, the
moms share their experiences with others using social media.

Last summer, my family was one of five Illinois farm families featured in an on-
line program where consumers watched a video tour of our farm to learn about
farming. We know more than 135,000 Illinois consumers viewed the farmer videos,
many of whom we still communicate with through e-newsletters. In June, we will
host the field moms for a closer look at our family farm.

I share this information with you because it is important for you to know that
as we educate consumers about agriculture, they gain a better understanding of why
it is important for tax dollars to help support agriculture. When consumers see for
themselves how we care for the land, our animals and the environment and gain
a better understanding of how agriculture bolsters the national economy and feeds
their own families as well as those around the world, we see more support for mak-
ing sure U.S. agriculture is a wise investment in the Federal budget.

My family believes that farm programs play an important role in underpinning
the strength of the farm economy which supports the overall U.S. economy. The im-
portance of an effective safety net for farm income has grown as the rising cost of
farm inputs has increasingly pressured farm profitability. We recognize that, in the
current budget environment, farm programs are a target for interests that either
oppose them in principle or want to fund other priorities. I am willing to accept our
fair share of budget costs, but in proportion with other programs that may be ex-
plored for budget cuts. Our family supports ways to make farm programs more effi-
cient, effective and defensible.

Let me review five of the farm bill titles and my position:

e Commodity title. We support Risk Management proposals and other programs
that enable us to better manage risk, maintain planting flexibility, avoid re-
structuring of the existing crop insurance program, and are in compliance with
current U.S. World Trade Organization (WTO) commitments.

We use Federal Crop Insurance (Revenue Assurance), hail insurance, market
loans, futures and options and Hedge-to-Arrive contracts to protect our financial
investment in times of extreme volatility of commodity prices and input costs.

Our farm usually takes loans out every year for corn and soybean production
to help with cash flow. We get our loans through our local Farm Service Agency
office and the Commodity Credit Corporation.

Let me also add that credit for new farmers is important to the future of agri-
culture. With the expenses we face, it would be very difficult for a new farmer
to secure enough credit to take over an operation from an established farmer.
Farmers borrow more money each year than most Americans will borrow in a
lifetime.

e Conservation title. We support programs for conservation practices on working

lands. We would like to reduce the acreage cap on the Conservation Reserve
Program (CRP) in order to achieve budget savings and allow U.S. producers to
respond to growing demand.
Conservation projects are extremely important to farmers. We emphasize con-
servation projects that protect the environment. Our farm is 30 percent no-till
and 70 percent minimum till. But there are not enough resources to do all of
the necessary work.
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We have relied on the cost share programs available through USDA and the II-
linois Department of Agriculture. We have done stream bank restoration to re-
duce erosion on pasture land and have CRP waterways to reduce field level ero-
sion on 200 acres. We also installed seven dry dams on 140 acres to reduce ero-
sion and improve productivity.

e Energy title. We support reauthorization and funding for the Biodiesel Fuel
Education Program and Biobased Market Program and would like to see reau-
thorization of the Bioenergy Program for Advanced Biofuels.

e Research title. We would like to see the Agriculture & Food Research Initiative
(AFRI) reauthorized for competitive research grants and funding maintained for
research at land-grant universities. I believe that we need to continue investing
in research with Illinois universities to advance research that can help us better
manage production challenges. We need public funding and researcher support
to maintain a comprehensive researchprogram.

e Trade title. We need reauthorization and funding for the Foreign Market Devel-
opment (FMD) Program at $34.5 million annually and the Market Access Pro-
gram (MAP) at $200 million annually and continue Food for Education and food
aid programs.

Again, let me emphasize that I strongly support these and other titles be part of
the 2012 Farm Bill, including support for commodity programs, conservation, re-
search, energy, and export promotion and food assistance programs.

That concludes my comments today. I look forward to working with you and other
Members of the Committee as you write the next farm bill. I would be happy to an-
swer any questions you may have. Thank you for your time.

The CHAIRMAN. Thank you.
Mr. Mages, whenever you are prepared, you may begin.

STATEMENT OF JOHN MAGES, CORN AND SOYBEAN
PRODUCER, BELGRADE, MN

Mr. MAGES. Mr. Chairman, Members of the Committee, I want
to thank you for letting me testify today. Ranking Member Peter-
son is actually my Congressman in my district in Minnesota.

My name is John Mages and my wife, Cindy, and I farm in cen-
{:)ral Minnesota near Belgrade. We farm 1,200 acres of corn and soy-

eans.

If I had to sum up my views on the next farm bill, it would be
as follows:

Pass a 5 year farm bill this year.

Give farmers a menu of policy options to choose from.

Be sure that every one of those options has protection against
long periods of low prices.

Do not change the pay limit or AGI rules again.

And above all, do not do anything to hurt crop insurance.

We need a 5 year farm bill for the same reason we need long-
term tax policy. We need to be able to go to the banker and be able
to make plans for the future.

Farmers need a choice, because it is obvious to almost everyone
that you cannot squeeze the same crop into the same program and
make it work for all crops. If the farm bill does not work for all
crops, then I think the chances of it passing Congress and becom-
ing law are low.

This past week, I made the rounds on Capitol Hill with fellow
farmers from seven states growing nearly every crop and I want
each one of them to have a policy that works for them as well as
one that works for myself. Whatever options farmers have to
choose from, there needs to be a mechanism to deal with the long-
term low prices.
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None of you wants to be in Washington writing emergency assist-
ance legislation because the farm bill was not designed to handle
a financial crisis.

On pay limits and AGI, the new rules that just came out about
2 years ago, I know this sort of thing is cast off as being friendly
for the family farmer, but these rules are now hitting the family
farmer. More and more of those advocating these kind of rules
seem like the real goal is to adjust the real farm policy. Now they
want to put these rules on crop insurance. I doubt any home, busi-
ness or car owner would want his identity means tested or his pay
limited because of the measure of his loss.

Finally, do not hurt crop insurance. I know this is the mantra
these days, but we do need to make sure, for example, that revenue
programs do not duplicate crop insurance, which would hurt us.
But supplement it by helping to ease parts of the farmer’s deduct-
ible which can get high in some parts of the country, especially if
the producer’s actual production history lags.

Thank you again for inviting me and I will look forward to your
questions.

[The prepared statement of Mr. Mages follows:]

PREPARED STATEMENT OF JOHN MAGES, CORN AND SOYBEAN PRODUCER, BELGRADE,
MN

Chairman Lucas, Ranking Member Peterson, Members of the Committee, thank
you for this opportunity to appear before the House Agriculture Committee to share
our views on the 2012 Farm Bill.

My name is John Mages and I am a corn and soybean farmer from near Belgrade,
Minnesota in Stearns County. I am also President of the Minnesota Corn Growers
Association.

I believe that farm policy designed to support a strong and dynamic U.S. agri-
culture sector is vital. Federal Crop Insurance and the farm policies that have been
in place for more than a decade have generally served this nation and producers
well. T am proud to stand by a policy that has been under budget for the past 10
years, accounts for only about one quarter of one percent of the Federal budget,
guarantees American consumers the lowest grocery bills, as a percentage of dispos-
able income, of any consumer in the world, and constitutes the one bright spot in
our economy and our nation’s balance of trade.

However, I understand that budget and other pressures may require that a new
approach be taken in the 2012 Farm Bill and, as such, I would like to set out the
policy priorities of Minnesota producers like me.

First and foremost, please do no harm to Federal Crop Insurance, which should
be preserved, protected, and strengthened. We strongly oppose any further legisla-
tive or administrative cuts to Federal Crop Insurance, and we oppose carrying con-
servation compliance or other rules applicable to the farm bill over to this critical
risk management tool that we as producers help pay for. We also believe that im-
provements to Actual Production History (APH), continued availability of enterprise
units, and the ability to stack supplemental area-wide coverage on top of individual
coverage can all work to help erase at least a part of a producer’s deductible.

Second, the triggering mechanism under farm policy needs to be updated to pro-
vide tailored and reliable protection in the event of multiple-year low prices such
as we experienced in the late 1990s and early 2000s. Price protection over multiple
years is the main point of a farm bill because it is the one thing that Federal Crop
Insurance is not designed to do. We need price protection under any option a pro-
ducer might be given in the farm bill. If there is not price protection and prices col-
lapse, we will see a repeat of what we saw in the mid 1980s and late 1990s which
is a financial crisis followed by very costly and inefficient ad hoc disaster assistance.

Third, it is apparent that farmers need options in the 2012 Farm Bill. It is clear,
for example, that revenue programs may work for some producers, but not for oth-
ers. Even among producers who like the idea of a revenue program, there is a split
on whether it should be done on a national, state, crop reporting district, county,
or on an on-farm level. Within Minnesota alone, there is probably a rough geo-
graphic line where producers may prefer area wide revenue on one side and on-farm
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revenue on the other, while some Minnesota producers may prefer a price-based op-
tion instead. We think allowing producers to choose from options in order to best
meet the risks they face on their farms is a good approach.

Whatever options are made available in the 2012 Farm Bill, they should be plain
and bankable, tailored to losses and, thus, defendable, and built to weather pro-
longed periods of low prices. Toward this end, we generally feel that the 2011 Farm
Bill proposal that you developed last fall met these goals.

Fourth, since the farm bill options under discussion would only kick in to cover
actual loss situations, whether revenue or price losses, it seems that arbitrary pay-
ment limits and means tests for producers should be eliminated. It is one thing to
limit or means test Direct Payments paid on historical bases and yields but it makes
no sense to do this against revenue or price losses that a farmer sustains on his
operation. Farm policy is intended to help U.S. producers compete against heavily
subsidized and protected foreign competitors and arbitrary rules frustrate this goal
rather than advance it.

Fifth, we very much need a 5 year farm bill passed into law this year. The pros-
pect of having to make plans, secure loans, and plant under a short term extension
or no law at all is not a good one for producers.

Thank you once again for the opportunity to offer testimony on the crafting of the
2012 Farm Bill.

The CHAIRMAN. Absolutely, thank you.
Mr. Gerard, begin whenever you are ready, sir.

STATEMENT OF BLAKE GERARD, RICE, SOYBEAN, WHEAT, AND
CORN PRODUCER, McCLURE, IL

Mr. GERARD. Chairman Lucas, Members of the Committee, good
morning and thank you for inviting me to testify today.

The CHAIRMAN. Pull your microphone up just a little closer, sir.
These things seem to be very directional.

Mr. GERARD. My name is Blake Gerard and I am from Alexander
County in Illinois, the southernmost county in the State of Illinois.
I am a rice, soybean, corn and wheat producer. I appreciate the op-
portunity to come here today and give you my top five priorities for
the 2012 Farm Bill.

The first of which being I would like to see us pass a 5 year farm
bill this year. We farmers are businessmen and we depend on the
stability and certainty of long-term farm policy.

Second, we farmers need a choice of policy options. Producers of
some crops face different risks than producers of other crops. In
fact, sometimes producers of the same crop coming from different
regions of the country face different risks. We have an opportunity
right now to craft a farm bill that will address the risks on the
farm. It is not so easy for me to go home and craft my risk to
match farm policy. The proposal that was developed last fall would
have worked for all producers, from my perspective.

Third, each farm policy option that we present to producers
needs to have price protection that will address periods of pro-
longed low prices. This is the very purpose of the origination of the
farm bill, but what has happened since the 2008 Farm Bill was en-
acted, the production costs have increased significantly to the point
that they are not adequate to prevent a financial crisis in the agri-
culture industry if prices were to collapse, such as they did in the
late 1990s. Target price and loan rates are much too low at this
point to be relevant. The ACRE program has not worked, as evi-
denced by current participation rates. Direct payments, while they
have been helpful, cannot respond to a collapse of prices. Along
with that, crop insurance is not designed to work effectively in pro-
longed periods of low prices.
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Okay, fourth, the farm bill should not change payment limita-
tions. We just made major changes in the last farm bill, which
were not fully implemented up until 2 years ago, and I am com-
peting in a global marketplace with competitors that benefit from
rising subsidies and protectionist tariffs, while at the same time
funding for my farm bill has decreased to record low levels.

And fifth, I would like to see crop insurance strengthened to
where it will work equitably for all commodities. Fortunately, I can
say as a corn and soybean producer that crop insurance is working
effectively for me. But for my rice enterprise, crop insurance has
not been working effectively and I think we need to put all hands
on deck to focus on improving crop insurance to where it can work
effectively for all commodities.

The bottom line for me is when I look at the farm policy options
that are on the table today, from my rice enterprise, the revenue
program totally does not work. My risks on my rice enterprise are
price risks and production cost risks. I need a price-based safety
net.

Then when I analyze it and I step over to my corn and soybean
production and I look at the options that are on the table, I am
concerned about the current revenue programs that are in place,
that are on the table today because there is still yet no price-based
protection in these programs that are offered. In other words, if we
get into a period, which I feel like we will with the cyclical nature
of agriculture, of prolonged low prices, the revenue guarantee
under the current revenue programs that are proposed will fall
along with those low prices. At that point, we have no safety net.
At that point, we will have people requesting ad hoc disaster legis-
lation, which is not fiscally responsible, it is not fair to the Amer-
ican farmer or the American taxpayer.

So summing it up, let me just say this; I feel like the proposal
that was put together last fall by this Committee, with what you
had to work with, the time frame you were working in and the
funding level that you had to work with, you did a very effective
job putting a proposal together that will work for all producers.
And also it saved money, a significant sum of money, for the Amer-
ican taxpayers. You offered up a program that gave the producers
a choice and both choices, the revenue program and the price-based
program had a price protection built into it. I think we are on the
right track and I think we need to stay on that track.

I appreciate the opportunity to come here and express my beliefs
today. Thank you very much.

[The prepared statement of Mr. Gerard follows:]

PREPARED STATEMENT OF BLAKE GERARD, RICE, SOYBEAN, WHEAT, AND CORN
PRODUCER, MCCLURE, IL

Introduction

Chairman Lucas, Ranking Member Peterson, and Members of the Committee,
thank you for holding this hearing concerning farm policy and the 2012 Farm Bill.
I appreciate the opportunity to offer testimony on farm policy from the perspective
of a diversified grain producer.

My name is Blake Gerard. I raise rice, soybeans, wheat, and corn in Alexander
and Union counties in southern Illinois and I have been farming on my own now
for 16 years. I am the fourth generation in my family to farm this land and this
is my 13th year to farm rice in Illinois. I am also co-owner in a seed conditioning
facility that does contract seed production, conditioning, packaging & warehousing.
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All of our soybeans are raised for seed along with about 75% of our rice. In addition
to my farm and seed business, I also serve as the commissioner for the East Cape
Girardeau/Clear Creek Levee & Drainage District, the Illinois Crop Improvement
Association and am a member of the USA Rice Producers’ Group Board of Directors.

Importance of Agriculture and Cost-Effective Farm Policy

U.S. agriculture shares a certain amount of pride for what we do for the nation’s
economy. Agriculture still matters.

Over the course of the current economic downturn, here is an excerpt of what ob-
jective sources ranging from the Federal Reserve to The Wall Street Journal had
to say about what America’s farmers and ranchers have been doing to help get our
nation back on track and people back to work:

“In 2010, rural America was at the forefront of the economic recovery . . .
‘[Rlising exports of farm commodities and manufactured goods spurred job
growth and income gains in rural communities . . . If recent history holds true,
rural America could lead U.S. economic gains in 2011. Federal Reserve of Kan-
sas City, 2010 report.”

“Growers’ improved lot is rippling out to other industries.” The Wall Street
Journal, October 12, 2010.

We read the same kinds of reports during the last recession when the manufac-
turing sector was in crisis:

“Farm Belt Is Becoming a Driver for Overall Economy . . . The present boom
is proving that agriculture still matters in the U.S. Rising farm incomes are
helping to ease the blow of the loss of manufacturing jobs in Midwest states
. . . ‘The farm sector is a significant source of strength for the U.S. economy,
says Sung Won Sohn, chief economist of Wells Fargo Bank . . . Although farm-
ers themselves are a tiny part of the population, they have an outsize impact
on the economy because farming is such an expensive enterprise. A full-time
Midwest grain farmer often owns millions of dollars of equipment and land, and
spends hundreds of thousands of dollars annually on supplies.” The Wall Street
Journal, December 17, 2003.

And, for those old enough to remember the 1980s, publications such as The Econo-
mist recalled the impact on the rest of the economy when agriculture was not doing
well:

“The 1990s were so good [for Chicago] partly because the 1980s had been so
bad. ‘Everything that could possibly have gone wrong did’ says William Testa,
the senior economist at the Federal Reserve Bank of Chicago. The region was
hit by a crushing combination of high energy prices, a strong dollar, high inter-
est rates, and a farm recession.” The Economist, May 12, 2001

Last year alone, U.S. farmers and ranchers spent nearly $320 billion in commu-
nities across the country to produce agriculture products valued at some $410 bil-
lion. Put in perspective, the value of total U.S. agriculture production was greater
than the 2010 GDP of all but 25 nations, and total production cost was greater than
all but 28. And, according to the Department of Agriculture, U.S. agriculture is ex-
pected to positively contribute $26.5 billion to the U.S. balance of trade in Fiscal
Year 2012 after having contributed over $40 billion just the year before.

And, one of the reasons we are here today, I expect, is because while U.S. agri-
culture is critically important to America, farm policy is also critically important to
U.S. agriculture.

Without farm policy, U.S. producers would be unilaterally exposed to global mar-
kets distorted by withering high foreign subsidies and tariffs, and have no com-
prehensive safety net. In fact, DTB & Associates issued a report last fall, similar
to the study on tariffs and subsidies developed and maintained by Texas Tech Uni-
versity (http:/ /www.depts.ttu.edu / ceri /index.aspx.), which found that:

“U.S. subsidies . . . have dropped to very low levels in recent years. In the
meantime, there has been a major increase in subsidization among advanced
developing countries . . . Since the countries involved are major producers and
consumers of agricultural products, the trade-distorting effects of the subsidies
are being felt globally. However, because the run-up in subsidies is a recent de-
velopment, and because countries have not reported the new programs to the
WTO or have failed in their notifications to calculate properly the level of sup-
port, the changes have attracted little attention. We believe that when trade of-
ficials examine these developments, they will discover clear violations of WTO
commitments.”
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This aggressive increase in foreign subsides and tariffs might also explain why
foreign competitors worked to derail WTO Doha Round negotiations, causing then
Chairmen and Ranking Members of the Senate Finance Committee and House Ways
& Means Committee to register their opposition to pursuing a lopsided agreement
against the U.S. interests:

“Since the WTO Doha Round was launched in 2001, we have supported the Ad-
ministration’s efforts to achieve a balanced outcome that would provide mean-
ingful new market access for U.S. agricultural products . . . particularly from
developed and key emerging markets. Unfortunately, the negotiating texts cur-
rently on the table would provide little if any new market access for U.S. goods,
and important developing countries are demanding even further concessions
from the United States.” Ways & Means Committee Chairman and Ranking
Member Rangel and McCrery and Finance Committee Chairman and Ranking
Member Baucus and Grassley.

Moreover, while many successfully negotiated trade agreements have promised
market access gains for agriculture, much of what was promised has yet to mate-
rialize or is continually threatened by artificial sanitary, phytosanitary (SPS) and
other non-tariff barriers. This is why programs such as the Market Access Program
and Foreign Market Development Program are of vital concern to the rice industry
and must be reauthorized in the 2012 Farm Bill. It has not gone unnoticed that
budget reductions currently being considered (such as the elimination of the Direct
Payment) will result in a dollar for dollar loss in farm income. Producers must be
provided the tools not only to attack these obstacles to trade but to increase exports
through market promotion and thereby increase farm income through increased
open and fair trade.

But, beyond even these barriers that are imposed by foreign competitors are bar-
riers to exports imposed in whole or in part by the U.S. Government. For example,
rice was completely excluded from the free trade agreement negotiated with South
Korea, foreclosing for the foreseeable future any new market access for U.S. rice
producers in that country. Iraq, once a top export market for U.S. rice, has insti-
tuted restrictive specifications on rice imports that have led to a 77 percent drop
in sales of U.S. rice to that country. In the pending Trans Pacific Partnership (TPP)
negotiations, Japan has indicated an interest in joining. The U.S. rice industry sup-
ports Japan joining the negotiations, but only if additional market access for U.S.
rice into Japan is part of the agreement. Our industry cannot support an agreement
where market access for our product is categorically off the negotiating table. An-
other market that has the potential to become a top five export market almost im-
mediately is Cuba. Unfortunately, the U.S. Government maintains restrictions on
our agricultural exports to this country. Cuba was once the number one export mar-
ket for U.S. rice prior to the embargo and we believe it is potentially a 400,000 to
600,000 ton market if normal commercial agricultural exports are allowed to re-
sume.

In total, U.S. rice exports to date for the current marketing year are down 24 per-
cent compared to last year.

And, while the rice industry is still a long ways off from having a crop insurance
product that is relevant to rice producers, the general need for Federal involvement
in insuring crops where losses are highly correlated is also obvious, as even the
American Enterprise Institute has admitted:

“The empirical evidence on the viability of either area-yield or multiple-peril
crop insurance seems clear. When normal commercial loading factors are ap-
plied, the premiums required by insurers to offer an actuarially viable private
crop insurance contract are sufficiently high to reduce the demand for such con-
tracts to zero . . . Thus, private markets for multiple-peril crop insurance are
almost surely infeasible, and the weight of the empirical evidence indicates that
area-yield contracts are also not commercially viable . . .” American Enterprise
Institute, “The Economics of Crop Insurance and Disaster Aid,” 1995.

Fortunately, for the American taxpayer, in addition to all of these justifications
on why we have a farm policy in this country, we can add to the list at least one
more reason: farm policy is cost-effective.

In fact, U.S. farm policy has operated under budget for over a decade and ac-
counts for only Y4 of 1 percent of the total Federal budget. Not including additional
cuts scheduled under sequestration, U.S. farm policy has, to date, been cut by about
$18 billion over the past 9 years, including in the 2004 and 2010 Standard Reinsur-
%nﬁe Agreements (SRAs), the FY2006 reconciliation package, and the 2008 Farm

ill.
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In the most recent 5 years, average funding for U.S. farm policy, based on real
funding levels, including crop insurance, was $12.9 billion per year, which is 28%
less than the previous 5 year average of $17.9 billion and 31% less than the average
of $18.8 billion that incurred in the preceding 5 years. In the current year, the Con-
gressional Budget Office (CBO) estimates that crop insurance policy will cost slight-
ly more than the current commodity policies. And according to CBO projections for
the next 10 years the estimated annual cost for commodity policy in the farm bill
is $6.6 billion on average (before the expected reductions are made as part of this
farm bill process), while the estimated annual cost for crop insurance policy is $8.8
billion on average. With the current suite of crop insurance policies not working ef-
fectively for rice producers, this puts our industry at a further disadvantage and
highlights the need to maintain an effective commodity policy in the farm bill that
will work for rice.

Funding of that portion of farm policy that assists rice producers has declined
from $1.2 billion a decade ago to about $400 million annually, with this amount
largely reflecting Direct Payments.

Meanwhile, U.S. consumers are paying less than 10% of disposable income on
food, less than consumers in any other nation.

This is why I believe so firmly that future cuts must focus on areas of the budget
outside of farm policy that have not yet contributed to deficit reduction yet comprise
a significant share of the Federal budget. This is also why I would urge lawmakers
to reject cuts to U.S. farm policy that would exceed the level specified by the House
and Senate Agriculture Committee Chairs and Ranking Members in their letter to
the Joint Committee on Deficit Reduction last fall.

2008 Farm Bill Review

The Food, Conservation, and Energy Act of 2008 (the Farm Bill) continued the
traditional mix of policies consisting of the non-recourse marketing loan, loan defi-
ciency payments, and the direct and countercyclical payments. The farm bill also in-
cluded the addition of Average Crop Revenue Election (ACRE) as an alternative to
counter cyclical payments for producers who agree to a reduction in direct payments
and marketing loan benefits. The bill also added Supplemental Revenue Assurance
(SURE) as a standing disaster assistance supplement to Federal crop insurance.

The 2008 Farm Bill made very substantial changes to the payment eligibility pro-
visions, establishing an aggressive adjusted gross income (AGI) means test and, al-
beit unintended by Congress, resulting in the very significant tightening of “actively
engaged” requirements for eligibility. USDA was still in the process of implementing
many of the provisions of the 2008 Farm Bill in 2010, and the final payment eligi-
bility rules were only announced in January of that same year, a mere 2 years ago.
As a consequence, we are still adjusting to the many changes contained in the cur-
rent farm bill, even as Congress considers the 2012 Farm Bill.

Regarding ACRE and SURE, frankly, neither policy has proved much value to rice
farmers. Specifically, in the first year of ACRE signup, only eight rice farms rep-
resenting less than 900 acres were enrolled nationwide. With changes, this revenue
program may provide more value for some rice growing regions like California. And
SURE has provided little, if any, assistance to rice producers, including those pro-
ducers in the Mid-South who suffered significant monetary losses in 2009 due to
heavy rains and flooding occurring prior to and during harvest, or the significant
losses last year as a result of spring flooding in the Mid-South. SURE’s inability to
provide disaster assistance for such catastrophic events further highlights the con-
tinuing gap in available programs designed to help producers manage or alleviate
their risk.

Regarding the traditional mix of farm policies, the nonrecourse marketing loan,
loan deficiency payment, and countercyclical payments have not yet provided pay-
ments to rice farmers under the 2008 Farm Bill. The new price paradigm has, as
a practical matter, greatly limited the protections afforded to producers under these
farm policy features. In fact, if the protections provided were ever to trigger for rice
farmers, the protections would help stem some of the economic losses but, frankly,
not enough to keep most rice farms in business through even a single year of se-
verely low market prices.

As such, whatever its imperfections, the Direct Payment alone has assisted rice
producers in meeting the ongoing and serious price and production perils of farming
today.

For rice producers, as for most other producers, the existing levels of price protec-
tion have simply not kept pace with the significant increases in production costs,
costs such as energy and fertilizer that are exacerbated by escalating government
regulations. It is for this reason that rice farmers believe strengthening farm poli-
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cies in the 2012 Farm Bill would be helpful in ensuring that producers have the
ability to adequately manage their risks and access needed credit.

Crop Insurance

Risk management products offered under Federal Crop Insurance have been of
very limited value to rice producers to date due to a number of factors, including
artificially depressed actual production history (APH) guarantees, which I under-
stand is also a problem for many other producers; high premium costs for a rel-
atively small insurance guarantee; and the fact that the risks associated with rice
production are unique from the risks of producing many other major crops.

For example, since rice is a flood-irrigated crop, drought conditions rarely result
in significant yield losses as growers simply pump additional irrigation water to
maintain moisture levels to achieve relatively stable yields. However, drought condi-
tions do result in very substantial production cost increases as a result of pumping
additional water. As such, what rice farmers need from Federal crop insurance are
products that will help protect against increased production and input costs, par-
ticularly for energy and energy-related inputs. For example, fuel, fertilizer, and
other energy related inputs represent about 70 percent of total variable costs.

In this vein, many in the rice industry have been working for over the past 4
years now to develop a new generation of crop insurance products that might pro-
vide more meaningful risk management tools for rice producers in protecting
against sharp, upward spikes in input costs. I serve on a rice industry task force
that has been working to develop and improve crop insurance products for rice, and
although the objective was to gain approval from the Risk Management Agency
(RMA) of at least two new products that could be available to growers in time for
the 2012 crop year, this has not materialized. But, it is important to stress that
even if these products had become available this year, we do not believe that they
would have put rice producers anywhere near on par with other crops in terms of
the relevance that crop insurance has as a risk management tool.

As such, rice producers enter the 2012 Farm Bill debate at a very serious dis-
advantage, having only a single farm policy that effectively works and that farm
policy being singled out for elimination.

2012 Farm Bill

With the foregoing as a backdrop, the U.S. rice industry developed a set of farm
policy priorities in September of last year to guide us during consideration of the
2012 Farm Bill. The U.S. rice industry is unified in its firm belief that farm policy
designed to support a strong and dynamic U.S. agriculture sector is absolutely vital.
We also believe that the planting flexibility provided under the 1996 Farm Bill and
the countercyclical policies that have been in place for more than a decade now have
served this nation and its farmers well. In particular, as we noted earlier, the 1996
Farm Bill’s Direct Payments have provided critical help to rice farmers—offering
capital farmers could tailor to their unique needs. We are very proud to stand by
this farm policy.

However, given budget pressures and other considerations facing Congress that
have caused policymakers to consider altering this approach in favor of more di-
rected and conditioned assistance, we developed the following priorities:

e First, we believe the triggering mechanism for assistance should be updated to
provide tailored and reliable help should commodity prices decline below today’s
production costs, and should include a floor or reference price to protect in
multi-year low price scenarios.

e Second, as payments would only be made in loss situations, payment limits and
means tests for producers should be eliminated.

e Third, Federal crop insurance should be improved to provide more effective risk
management for rice in all production regions, beginning with the policy devel-
opment process.

More specifically relative to each of these points, we believe that:

Price Protection is a Must

Given price volatility for rice is the primary risk producers face that they do not
have other good means of protecting against, with price fluctuations largely driven
by global supply and demand; given rice is one of the most protected and sensitive
global commodities in trade negotiations, thus limiting access to a number of key
markets; given costs of production have risen to a point where the current $6.50
(loan rate)/$10.50 (target price) assistance triggers are largely irrelevant, we believe
the first priority should be to concentrate on increasing the prices or revenue levels
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at which farm policy would trigger so that it is actually meaningful to producers,
and would reliably trigger should prices decline sharply.

The reference price for rice should be increased to 513.98/cwt ($6.30/bu). This level
would more closely reflect the significant increases in production costs for rice. And
we believe this reference price should be a component of both the price-loss policy
and the revenue-loss policy to ensure downside price protection.

Options for Different Production Regions

In addition, there should be true options for producers that recognize that a one-
size-fits-all approach to farm policy does not work effectively for all crops or even
the same crop such as rice in different production regions.

In the Mid-South and Gulf Coast production regions, a price-based loss policy is
viewed as being most effective in meeting the risk management needs of producers.
Specifically, this policy should include a price protection level that is more relevant
to current cost of production; paid on planted acres or percentage of planted acres;
paid on more current yields; and take into account the lack of effective crop insur-
ance policies for rice.

In the California production region, although the existing revenue-based policy
still does not provide effective risk management, efforts to analyze modifications
which will increase its effectiveness continue. Since rice yields are highly correlated
between the farm, county, crop reporting district, and state levels, we believe the
revenue plan should be administered for rice at either the county or crop reporting
district level to reflect this situation rather than lowering guarantee levels to use
farm level yields. By setting loss triggers that reflect local marketing conditions, de-
livering support sooner, and strengthening revenue guarantees that account for
higher production costs as well as the absence of effective crop insurance, California
rice producers are hopeful that an effective revenue program can be developed.

While I have focused on the need for a choice for rice producers in different re-
gions, this also applies for producers of most other grains. I support having policy
options available for corn, soybeans, and wheat, which I produce, and believe that
both a price-based policy and a revenue-based policy should be offered as options
for these crops.

Whatever is done should be plain and bankable. The current SURE has too
many factors and is not tailored to the multiple business risks producers face—it
is not plain. The current ACRE, while offering improved revenue-based protection,
is complicated by requiring two loss triggers; providing payments nearly 2 years
after a loss; and provides no minimum price protection—it is not bankable. The
marketing loan and target prices are plain and bankable—unfortunately the trigger
prices are no longer relevant to current costs and prices.

Whatever is done should be tailored and defendable. We believe it makes
sense to provide assistance when factors beyond the producer’s control create losses
for producers. We generally think more tailored farm policies are more defendable.
For this reason, we like the thought of updating bases and yields or applying farm
policies to planted acres/current production and their triggering based on prices or
revenue, depending on the option a producer chooses. However, policy choices should
not result in severe regional distortions in commodity policy budget baselines from
which reauthorized commodity policies must be developed.

Whatever is done should be built to withstand a multi-year low price sce-
nario. Whether in a revenue-based plan, or a price-based plan, reference prices
should protect producer income in a relevant way in the event of a series of low
price years. Ideally, this minimum could move upward over time should production
costs also increase, this being of particular concern in the current regulatory envi-
ronment.

Whatever is done should not dictate or distort planting decisions. Direct
payments are excellent in this regard. SURE or similar whole farm aggregations
tend to discourage diversification, which could be a problem for crops like rice. Any
commodity specific farm policy that is tied to planted acres must be designed with
extreme care so as to not create payment scenarios that incentivize farmers to plant
for a farm policy. Whatever is done should accommodate history and economics and
allow for proportional reductions to the baseline among commodities. Some commod-
ities are currently more reliant on countercyclical farm policies (ACRE/CCP) while
others are receiving only Direct Payments in the baseline. Generally, the least dis-
ruptive and fairest way to achieve savings across commodities would be to apply a
percentage reduction to each commodity baseline and restructure any new policy
within the reduced baseline amounts.

There have been concerns raised about higher reference prices distorting planting
decisions and resulting in significant acreage shifts including for rice. We are un-
aware of any analysis that shows significant acreage shifts resulting from the ref-
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erence price levels included in the 2011 Farm Bill package. In fact, for rice specifi-
cally, a reference price of $13.98/cwt that is paid on historic CCP payment yields
and on 85% of planted acres results in a reference price level well below our average
cost of production, so I find it hard to imagine why someone would plant simply due
to this policy given these levels.

Pay Limits/Eligibility Tests Should Be Eliminated

The likely outcome of new farm policy is that it will provide less certainty for the
producer (a likely decrease or elimination of Direct Payments). Since it will likely
be designed to provide assistance only in loss situations, the second priority is that
the policy should not be limited based on arbitrary dollar limits. Assistance should
be tailored to the size of loss. A producer should not be precluded from participating
in a farm policy because of past income experience. Any internal limits on assistance
should be percentage-based (i.e., 25% of an expected crop value) and not discrimi-
nate based on the size of farm.

Crop Insurance Should Be Maintained and Improved

Although crop insurance does not currently work as well for rice as it does for
other crops, the third priority would be to improve availability and effectiveness of
crop insurance for rice as an available option. I would also support improvement to
the product development processes (we have struggled with two 508(h) submissions
for over 4 years and are still not completed with the process), and to the APH sys-
tem such that any farmer’s insurable yield (pre-deductible) would be reflective of
what that farmer actually expects to produce. In no case should the crop insurance
tools, which are purchased by the producer, be encumbered with environmental/con-
servation regulation or other conditions that fall outside the scope of insurance.

2011 Budget Control Act Efforts

Although the details of the 2011 Farm Bill package that was prepared by the
House and Senate Agriculture Committees in response to the Budget Control Act
were not disclosed, based on discussions and reports we believe that that package
at least represents a good framework on which to build the 2012 Farm Bill. The
2011 package included a choice of risk management tools that producers can tailor
to the risks on their own farms, providing under each of those options more mean-
ingful price protection that is actually relevant to today’s production costs and
prices. It also included provisions to improve crop insurance and expedite product
development for under-served crops such as rice.

We are concerned that effective support for rice producers under the price-based
option was set well below cost of production that late changes to the revenue-based
option minimized its potential as an effective risk management tool for rice pro-
ducers, and that pay limits and AGI rules would still serve as an arbitrary con-
straint upon U.S. competitiveness, globally. Still, even with these areas for improve-
ment, the U.S. rice industry very much appreciates the Members and staff who put
enormous time and effort into what we believe represents a good blue print for ongo-
ing farm bill deliberations and we thank you.

Again, thank you for this opportunity to offer my testimony. We certainly look for-
ward to working with you on an effective 2012 Farm Bill we can all be proud of.

The CHAIRMAN. Thank you very much. And thank you in par-
ticular for the kind comments about the October—November discus-
sion. Apparently not everybody in America quite agrees with that,
but thank you.

Mr. Adams, you can begin whenever you are ready, sir.

STATEMENT OF CRAIG ADAMS, CORN, SOYBEAN, WHEAT, HAY,
AND BEEF PRODUCER, LEESBURG, OH

Mr. ApAMS. Chairman Lucas and Members of the Committee,
thank you for holding this hearing on U.S. farm policy and the for-
mulation of the farm bill.

I am Craig Adams, and my family has been in production agri-
culture starting as sharecroppers for at least four generations in
southern Ohio, and have grown our business to 1,700 acres, of
which 900 are owned. We have a diversified operation raising corn,
soybeans, wheat, hay, pasture, commercial beef cows, and kids. My
wife is an educator and we have three children still in school.
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Because of the 1980s farm crisis, poor yields, 18 percent interest
and no functional crop insurance, I am the only Wilmington College
agriculture graduate of 1979 still engaged in full time production.
All of us who started farming in this time frame are survivors of
or near bankruptcy. Without the 1985 Farm Bill and a community
bank that believed in young men with dreams, I would not be here
today.

With high commodity prices and an over-extended Federal budg-
et, there is a push to eliminate or substantially reduce government
support of agriculture. I believe everyone receiving Federal USDA
dollars should share equally in reductions. During the late 1990s,
there was a public outcry over Congressionally approved crop dis-
aster payments.

Crop insurance in its current form is the most effective answer
to short crop years. Any producer who desires an effective risk
management tool can purchase crop insurance. Agriculture will ac-
cept reductions in FSA programs for crop insurance to survive.
Independent companies servicing independent agents who dispense
advice to farmers using 30 to 40 year historic yield databases to get
true production patterns, not weather fluctuations, helping miti-
gate premium increases stemming from catastrophic loss. We need
an insurance program that is affordable to all producers across the
United States.

Commodity markets are cyclical and our self-produced food is a
national asset. If all risk is removed I fear some of the unintended
consequences could be the loss of affordable insurance for U.S.
farmers.

Spring is the time of renewal, with baby animals entering the
world and crops peaking through the warm soil seeking the sun’s
energy. Be like a farmer, Chairman Lucas, and nurture this farm
bill to passage.

Thank you.

[The prepared statement of Mr. Adams follows:]

PREPARED STATEMENT OF CRAIG ADAMS, CORN, SOYBEAN, WHEAT, HAY, AND BEEF
PRODUCER, LEESBURG, OH

Chairman Lucas, Congressman Peterson, and Members of the Committee thank
you for holding this hearing on the future of U.S. farm policy and the formulation
of the 2012 Farm Bill.

I am Craig Adams, am my family has been in production agriculture starting as
sharecroppers for at least four generations in southern Ohio and have grown our
business to 1,700 acres of which 900 are owned. We have a diversified operation
raising corn, soybeans, wheat, hay, pasture, commercial beef cows, and kids. My
wife Kim is an educator with a master in curriculum supervision. We have two chil-
dren in college and one in middle school.

Because of the 1980’s farm crises, poor yields, 18% interest, and no functional
crop insurance, I am the only Wilmington College agriculture graduate of 1979 still
engaged in full time production. All of us who started farming in this time frame
are survivors of or near bankruptcy. Without the 1985 Farm Bill and a community
bank that believed in young men with dreams, I would not be here today.

With high commodity prices and an over extended Federal budget, there is a push
to eliminate or substantially reduce government support of agriculture. I believe ev-
eryone receiving Federal USDA dollars should share equally in reductions. During
the late 1990’s there was public outcry over Congressionally approved crop disaster
payments. Crop insurance in its current form is the most effective answer to short
crop years. Any producer who desires an effective risk management tool can pur-
chase crop insurance. Agriculture will accept reductions in FSA programs for crop
insurance to survive. Independent company’s servicing independent agents whom
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dispense advice to farmers using 3040 year historic yield databases to get true pro-
duction patterns, not weather fluctuations, helping mitigate premium increases
stemming from catastrophic loss. We need an insurance program that’s affordable
to all crop producers across the U.S. Commodity markets are cyclical and our self-
produced food is a national asset. If all risk is removed via shallow loss I fear the
unintended consequence could be the loss of affordable insurance.

Spring is the time of renewal, with baby animals entering the world and crops
peaking through the warm soil seeking the sun’s energy. Be like a farmer Chairman
Lucas and nurture our farm bill to passage.

Thank you,

CRAIG ADAMS.

The CHAIRMAN. Thank you, Mr. Adams.

I now recognize myself for 5 minutes and I would start by ob-
serving, Mr. Erickson, I promise you in the House of Representa-
tives all spending is going down this year. And that is part of the
challenge we face on this Committee, whether we have $23 billion
less or $33 billion less or $40+ billion less to spend when we put
that next 5 year farm bill together, that is one of the challenges
that we face.

I have a question though, being an old wheat and cattle guy from
western Oklahoma, that I have to ask the panel. And my col-
leagues are always tired of this after awhile. But tell me in a snap-
shot, what are land prices doing in your core areas, the last 2, 3,
4 years? Up, down, sideways, stable?

Mr. ERICKSON. Dramatically higher and not all driven by agricul-
tural prices, but in fact you have to look at the larger picture of
the economy and lack of investment opportunities for those people
who have been conservative in their approach to their personal fi-
nances invested into their future and now have the opportunity to
invest into something larger at a rate of return that is better than
they can find at the local bank.

So I think it is driven perhaps more by the opportunity to invest
and some current tax laws than it is by its ability to pay for itself
as farmland, that is for sure.

The CHAIRMAN. I see the exact same thing at home, 10 years ago,
5 years ago, it was to have a place to go hide on the weekends or
a place to hunt. Now it is a safe place to put your money.

Ms. Moore, your area.

Ms. MOORE. A few months ago there was some land that sold in
the Roseville area and it was $12,000 an acre and a farmer bought
it. No, that does not cash flow but——

The CHAIRMAN. No.

Ms. MOORE.—as Mr. Erickson said, it is an investment. At
$12,000 an acre, that is a big investment.

The CHAIRMAN. Exactly.

Mr. Mages.

Mr. MAGES. Mr. Chairman, in our area in Minnesota, I am in
central Minnesota and there has been land sales in the $5,000 to
$6,000 range, which seems like a bargain compared to Illinois evi-
dently. But some land in Minnesota is a few thousand dollars high-
er, but it is driven by the farmer basically. You know, years ago,
it was a 1031 exchange that drove the land sales and today it is
the farmer and for the reasons like Mr. Erickson said also. They
look at it as a place to put their money because the return in the
bank or whatever is a lot lower.
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Thank you.

Mr. GERARD. And in southern Illinois, we are seeing the exact
same thing, rapid escalation in land prices from both the investor
and from the farmer. Not too many years ago, we were buying land
for $2,000 to $3,000 an acre in our area and 2 weeks ago, we had
one 10 miles up the road that sold for $7,700 an acre, which is phe-
nomenal for Alexander County, Illinois. So same story.

The CHAIRMAN. Mr. Adams.

Mr. ApAMS. Mr. Chairman, I must be living in a depressed part
of the world. I jokingly say we can look out our back door and see
Appalachia and we can look north about four counties and see the
Corn Belt. Our prices have generally increased in southern Ohio.
Two weeks ago, I had a friend purchased a farm for $3,400 an acre,
about 95 percent tillable, had not been farmed for several years. It
is in that mid to low $3,000 to $3,700-$3,800 an acre in southern
Ohio. Now you go two counties to north central Ohio and you are
talking $5,000 to $7,000 an acre for crop ground.

The CHAIRMAN. You have to remember, being an Okie, I live be-
tween my friends in Texas and my friends in Kansas, so I see—
we will not flatter them at this moment here.

[Laughter.]

Mr. BosweLL. Mr. Chairman, will you yield a moment?

The CHAIRMAN. I would yield to Mr. Boswell for a moment.

Mr. BosweLL. What do you suppose you and I would do, you
have your ranch down there, if we were cow/calf operators, some
crops, if somebody wanted to come to your place or mine and offer
usu;$10,000 or $12,000, we would probably say come on in, let us
talk.

The CHAIRMAN. Then my wife would take me aside and explain
ico nie why I could not do that, Leonard; yes, exactly. But yes, abso-
utely.

Another question. One of the topics of great discussion as we
work on options in the next farm bill, as we try to craft this con-
cept of insurance, both revenue and traditional weather, yield
issues, and we take into consideration all the other factors that
dri\ie farm policy. You are a very diverse group of farmers obvi-
ously.

Tell me, when you make your decisions about what to plant, how
much of it is soil and past growing history, how much of it is what
the insurance rates are, how much of it is what kind of demand
the Renewable Fuel Standard creates? Tell me about how you
make your decisions in your diverse operations, about what to
produce. And as Chairman, that light is yellow, but you can go a
little longer with me. Whoever is brave, step up.

Mr. MAGES. Mr. Chairman, the way we do it, I guess basically
we are corn and soybeans and it is economics. We plant about %3
corn and Y5 soybeans and we do that on a rotational basis. It seems
to work out pretty well, so that is one of the reasons. And the corn,
we seem to make a little more money on corn and the risk is a lit-
tle bit less on corn for some reason, weather risk in our area. Soy-
beans tend to have issues with high alkaline soils and things like
that. So that is what makes our decision.

Mr. ERICKSON. We have a corn and soybean rotation and we look
at our business from a holistic approach. Not only does the rotation
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provide for we think better opportunities for revenue generation,
but we also think it allows us to manage risks, both from weather,
diseases, other pests that might attack the crop. So we tend to look
at a long-range approach there and have the opportunity with long-
term landlord relationships to keep those in place. So we make our
decisions based on what works best for our operation and the sig-
nals in the marketplace tells us.

Mr. Apams. Mr. Chairman, we raise basically a 50/50 ratio of
corn and soybeans. Back in 2008 when corn prices took off upward,
we messed up our rotation and when the end of the year was over,
soybean acres had been purchased up similar to what they are
doing right now, should have stayed with what we are. Wheat is
not competitive in that kind of a rotation. We do some different
things because of the cow/calf operation, things like that for forage.
But the wheat is basically a conservation tool and it also allows us
to rebuild waterways, terraces and things like that.

Mr. GERARD. Mr. Chairman, where I farm, we have variable soil
types, so I guess the primary, the first consideration is soil type.
We have some soils that are solely suited for rice where we cannot
really rotate, it is continuous rice production. We have other soils
where we can rotate rice and soybeans. And then on the third soil
type, we can rotate corn, wheat, soybeans. We have much more
flexibility. So on those acres that we do have flexibility, the first
thing I look at is what is going to reap me the best net income and
the market will dictate what we plant on those acres. Fortunately
we have that flexibility.

One thing that really is irrelevant to my consideration is the
safety net that is provided based on the target price or loan rates
because what was proposed last fall is support to help keep us in
business, but still yet, it is below cost of production. So there is no
influence from the safety net or target price proposed, has really
no bearing on what I am going to plant. Crop insurance the same.

The CHAIRMAN. So basically what you are telling me is what I
have always known and what I have tried to explain to my col-
leagues back east; and that is, a typical farmer has to be an out-
standing agricultural economist and calculate all these things
every time to survive, and also a pretty darn good soil scientist
based on his or her property and property history.

Thank you very much. I now recognize my friend from Iowa for
5 minutes, Mr. Boswell.

Mr. BosweLL. Thank you, Mr. Chairman, I appreciate the dia-
logue you just had, that was helpful.

There is quite a lot of concern, as the Chairman mentioned,
about the adjustments we will have to make, and I want you to un-
derstand and appreciate that his and our colleagues’ worked, we
tried to have that super committee action before the last holiday
and it did not happen. But I think you need to know that of all
the committees that were asked to bring their resolve to that super
committee, the one that succeeded was the Agriculture Committee.
So back to that whole comment about bipartisanship, we feel good
about that.

We talked for some time about how we will step up and take a
hard look at what we can—set our priorities. We know we will
have to make an adjustment. We would like to do it, you would like
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to do it rather than having somebody sitting at a desk in some far
away place deciding for you. So I am very appreciative and com-
plimentary that we came up with that $23 billion. That is a lot.

But then I think it is fair, we have to talk about some of this.
Now the rest of you step up to the plate and do your part before
you come back to us. There is a lot of discussion, lot of concern. I
am an old soldier, I spent a career in the military and I am lucky
to be here, very lucky. And I am big on defense, but when we have
a Secretary of Defense stand up and say we might need to make
some adjustments here. And I am on the Eisenhower Commission
which is setting up the memorial, I was asked to do that some
years ago and it is not an easy thing to do. You might see some-
thing on the news on it.

But I made a comment some years ago about the military indus-
trial complex and what it might do to us and I think we are faced
with some of that. You are going to hear a lot of debate on this and
I just want you to know a little bit of background. Chairman Lucas
and Ranking Member Peterson, and Ms. Stabenow and Pat Roberts
over in the Senate side stepped up to the plate and so we have to
deal with that. So you will hear a lot about it and things will be
discussed on that probably, if you just stop and think about it, it
will probably end up going to a conference committee and be
worked out there. So I just want to say this to you so you know
icha‘i this debate is going to take place and it will probably be fairly
ively.

Having said that, if you want to comment, fine, but I am a big
advocate for alternative fuels and have been for a long, long time.
I was still in uniform years ago on a NATO assignment when we
had the 7 day war and the big fuel crisis and I was in a foreign
country. Amazed me what people just like us will do if you cannot
get fuel for your car, your delivery truck or your tractor. It is amaz-
ing. So I have really been engaged in alternative fuels—all the
above. And I have really been enthused about what we can grow
out of the ground and turn into fuel and turn around and grow it
again next year and so on.

Seeing what we have done in production yields and so on in our
lifetime, I guess I am the oldest one on the panel up here. I am
not waving that flag, but I remember when I came back from the
Army, I had been gone for 20+ years, came back and I was so anx-
ious to get into row crops and I was getting ready to plant and my
father came out and he dug around down the row and he said,
“How much are you planting, what kind of seed count?” And I do
not remember what it was. He said, “You cannot do that, you can-
not do that.” And I told him why I thought I could and so on. So
we watched it very close and I did not want to spend a lot of time
on it, then he came back and crawled up on the combine when the
harvest was going on and of course it was coming out pretty full
and he said, “How much is this yielding?” We did not have the
fancy gadgets we have now but I said, “It is probably about 125 to
135 bushels to the acre, probably.” I said, “Why don’t you just go
into the elevator, it is all going across the scales, just go in there,
we just finished that 80 over there, and check it.” So he was gone
quite a bit and he come back and he said, “It is making that.” He
just shook his head.
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But look what we can do now. Look what some of you have done.
So I do not know this question about, can the livestock sector exist
with us doing a successful domestic ethanol industry, for example?
I would like to hear your comments on that, just briefly, anybody
and everybody. Can we do this?

Mr. ERICKSON. I think so.

Mr. BosweLL. And I will tell you what I think when we get to
the end. Go ahead.

Mr. ERICKSON. Thank you. I think that we can and we have dem-
onstrated that we have been able to thus far. Our ability to in-
crease yields without sacrificing soil loss or nutrient mismanage-
ment, I will call it. We also have to recognize the key role that al-
ternative fuel production plays in providing feedstocks for livestock.
We must have a strong livestock industry here at home. Not only
does it provide excellent food for our own people, but we are able
to add value by processing those things locally.

But I think the alternative fuels market has also provided us the
opportunity to provide feedstocks at a lower cost. Today’s DDG pro-
vide a big percentage of rations for hog operations, swine diets and
have significantly reduced the cost of just corn base. When you are
looking at $6+ corn, the DDG provides a very economical alter-
native to the diet for swine. So I think we have been able to accom-
plish both.

Mr. MAGES. Congressman, I think it is a very workable system.
You know, in the past 10 years, the demand for ethanol has in-
creased dramatically, ten percent of the nation’s fuel basically is
ethanol now. And with that 14 billion gallons of ethanol being pro-
duced, it comes from approximately 5 billion bushels of corn, but
we are raising a tremendously larger amount of corn than we did
in the past and on the same amount of land. And we are also doing
it with using less fertilizer and we are doing it in a fashion that
is very friendly, environmentally friendly to the land.

So I think the future of ethanol looks bright. I think with the
livestock sector they are still a big customer, one of the biggest cus-
tomers and through the DDGs and through the livestock, the
value-added livestock, but also we get the nutrients from the live-
stock to put back on the land. And it is a tremendous circle of eco-
nomic success.

Mr. BoSWELL. In respect to the rest of the Members, I am going
to stop here, maybe we can come back to it later, but that little red
light means I have used up my time for this round.

But I think we can too and I appreciate it. Just nod your head,
do you think we can do it? Or shake your head this way—okay, we
think we can do it.

I want the rest of you to know, media and so on, we feel like we
can do this. We can continue to take steps to get out of bondage
to OPEC and so on. So anyway, so much for that. I just wanted
to see what you thought about it.

Thank you, Mr. Chairman.

The CHAIRMAN. The gentleman’s time has expired.

I now recognize the gentleman from Texas, who I would note for
the record has even fewer trees than I have in my district in Okla-
homa, Mr. Conaway.
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Mr. CoNawAaY. Thank you, Mr. Chairman. It is good to be here.
We measure our rain in hundredths of inches and we are proud to
get %100 of an inch from time to time. Thank you all for being here
this morning.

I chair the Subcommittee on General Farm Commodities and
Risk Management and while things that are going on at the CFTC
are not directly related to what we are going to do these coming
months in this farm bill, Ms. Moore, you mentioned that you
bought your inputs last year for the 2012 crop.

Can you walk me through basically how you did that and the
rest of you, have you seen yet impacts of the CFTC’s rulemaking
on your ability to do that at a price that makes sense for you?

Ms. MOORE. Even before we finish our harvest, our seed sales-
men are at our door trying to get our order for next year because
seed is at such a premium for certain seed numbers, that if we can
use those seed numbers, we really have to book them. We have the
option of paying for them, but of course, it is at a reduced rate if
we pay for it earlier than if we pay for it later next fall.

Mr. CoNawWAY. Okay, so you are not using futures contracts, you
are actually buying them directly from the——

Ms. MOORE. We buy our seed.

Fertilizer costs, most of the time they are predicting they are
going up so we will book and pay for our fertilizer.

Mr. CoNAWAY. And how do you do that?

Ms. MOORE. Through our local co-op.

Mr. CoNnawAY. Okay, so you are relying on the co-op to be able
to provide those services to you?

Ms. MOORE. Yes.

Mr. CoNAWAY. Have they talked to you about increased prices?
Do any of the rest of you use futures markets to hedge?

Mr. MAGES. Yes, I do, Congressman.

Mr. CONAWAY. Are you seeing anything yet from the impact of
the rulemaking on the CFTC?

Mr. MAGES. I am not familiar with that.

Mr. CoNAwWAY. Okay.

Department of Labor has recently stepped into your business
with respect to, I will not call them children, but young people
working on farms. Where should those decisions be made about
how do you regulate, how do you take responsibility for children
working on farms?

And maybe help us understand how old were you when you first
started meaningfully working on your properties.

Mr. ERICKSON. I am not sure how meaningful it was, but I am
a graduate of a half day kindergarten and I know after a half day
kindergarten, I used to sit on the tractor and I thought I was driv-
ing, but I think it was a way to keep me occupied while my dad
fed hay to the cows.

I think that the problem with some of these—and I alluded to it
in my written testimony—the problem with some of these regula-
tions is they appear before they are thought through. And if given
the opportunity for people who have an understanding, beginning
in Congress like the gentlemen before us today, if this Committee
had had an opportunity to comment on some of those regulations
before they had been introduced, I am sure that you would have
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been able to shed light to those regulatory agencies to say, hey, I
think you need more information here.

It is important to keep young people safe in working on the farm,
but it is also important that we grow that work ethic in our young
people and employer after employer will tell you the importance of
that work ethic in young people today. And I think that is what
makes us such a good workforce in the Midwest.

Mr. ConawAY. Ms. Moore.

Ms. MOORE. I think the responsibility should be with the par-
ents. My husband told me when he was 8, he started raking hay
and doing that. And when our oldest son was 8, I looked at him
and said, “Do you really think Steve is ready?” And he agreed that
no, maybe at that time he was not ready. But our boys all worked
on the farm just building fence or raking hay or doing whatever
needed to be done, when it was age appropriate, and that was our
decision. And I can tell you that when they went out to college or
went looking for jobs and people found out that they grew up on
a farm, their eyes kind of light up, like oh somebody who knows
how to work. That has been a real plus. They come back and say,
“Mom, they like that I grew up on a farm. You know, they think
that I have learned how to work.” And I think that we instill that
in our children and I think that is really important.

Mr. CoNAWAY. Yes, the struggle is going to be obviously you
making a decision for your children to work on your farm.

Ms. MOORE. Right.

Mr. CONAWAY. The restrictions should be different than someone
who lives near and they are going to be using children who are not
theirs, but still age appropriate. How do you put in place the pro-
tections that are appropriate but also allow the flexibility to chil-
dren whose parents do not actually own the land or are actually
farming, to be that labor in the summer time that they need to
learn that work ethic.

Ms. MOORE. Well, I think the parents of the children should have
that.

Mr. CONAWAY. Sure.

Ms. MOORE. So if they said yes, I think my child is mature
enough and responsible enough to do that job on the farm, that
they should have the ability to say yes.

Mr. CoNAWAY. My experience was not on the farm but it was on
a drilling rig. And I had the same experience, while I worked on
a drilling rig as a roughneck, I did not really think with either one
of my boys that was a good idea. So I mean, it was my decision,
my call to make there.

Mr. Chairman, I yield back.

The CHAIRMAN. I would simply note, like many people in this
room, I started at a young age with my father and grandfather.
And when I got to work for the neighbor as a teenager, that was
wonderful, I got paid.

[Laughter.]

The CHAIRMAN. Wonderful.

I turn to the gentleman from Illinois for his 5 minutes.

Mr. HULTGREN. Thank you, Mr. Chairman. Thank you all for
being here. This has already been very informative.
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I just want to briefly say, before I get started, it is such a privi-
lege to be serving on the Agriculture Committee, thank you, Mr.
Chairman. It has been such a great learning experience for me. My
district is just east, it starts a little bit north of here in Henry
County and then goes east all the way over to DuPage County. But
great to be here today.

I also know, Congressman Schilling and I, it has been a wonder-
ful little over a year that we have been serving out in Washington,
D.C., but we also really appreciate the opportunity to work with
our Senators here from Illinois. Specifically, I just want to recog-
nize a couple of guys who are here from Senator Kirk’s office, who
just do a great job on ag policy—Rob Johnson and also Randy Pol-
lard, along with Senator Kirk’s ag advisory group is here as well.
We got to meet with them for a few minutes before. So we all know
Senator Kirk is doing great and we want him back in Washington
quickly, and he is still passionate about serving people here in Illi-
nois. So glad you guys are here. But again, thank you all for being
here.

A couple of quick questions and a lot of stuff has already been
covered, but I wanted just to talk with Mr. Erickson briefly about
exports. I was very excited with, as Congressman Schilling said,
the passage of the free trade agreements. I wondered if you could
talk more specifically how you would see that impacting your fam-
ily farm.

Mr. ERICKSON. We have the advantage in this part of Illinois
that we have a strong domestic demand for commodities and we
also have the ability to export via river transportation. I will not
even go into all that because that is a whole other topic.

But exports have clearly been a driving force. When I first start-
ed farming in 1985, I think we had the feeling generally that we
could control production, and therefore, control price. In the mean-
time, our competitors decided that if they are not going to do it,
we will. And I think that we have finally come around to the fact,
quite some time ago, that competing in the global marketplace is
what we are all about and we obviously need to work here at home
first. Exports clearly provide a lot of opportunities, not only for the
producers, but the developers of products, the value-added, the
transportation industry, the construction industry, and the list goes
on and on that supports those export markets.

Mr. HULTGREN. Thanks. I agree with you as well. Along with
serving on the Agriculture Committee, I also serve on the Trans-
portation Committee and so I am really helping try to get a farm
bill passed and also a surface transportation bill passed. I see how
important our canals are, our rivers are, our roads are, our rails
are. All of these are interconnected clearly and impact other indus-
tries, such as agriculture. So we need to make sure that we get
some things done on the farm bill but also on the transportation
bill.

Ms. Moore, I wondered if I could ask you briefly, you talked in
your testimony about the difficulty of securing credit especially for
new farmers. I wonder, how hard is it to get started, for a new
farmer to get started these days in this economy? And do you have
any suggestions that would help prospective farmers or things that
we should keep in mind as we work on the 2012 Farm Bill?
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Ms. MoOORE. Well, with the changes in the banking industry, for
a new farmer to go in without much collateral, it is almost impos-
sible for them to get the kind of money that we are talking about.

Several years ago, it might have been a little easier, but as costs
have gone up, they need to borrow more and more to get started.
If there is a program that would support a young farmer and back
them and give them some security at hopefully a lower interest
rate too. But it is mostly getting the collateral backing for that loan
that really could be a stumbling block for a lot of producers to get
started.

Mr. HULTGREN. Mr. Gerard, in your testimony you said “If all
risk is removed via shallow loss, I fear that the unintended con-
sequences could be the loss of affordable insurance.”

I wonder if you could elaborate on that possible unintended con-
sequences and why you believe a shallow loss program would not
be beneficial.

Mr. Apams. Congressman, I am sorry, but I think that was my
testimony.

Mr. HULTGREN. Was that yours? I am sorry.

Mr. Apams. My intent was on the shallow loss, I misstated, shal-
low loss or other changes in the insurance program that would in-
crease cost to the farmer. The concern is that if you have an indem-
nity payment every year, then your premiums are going to go up.
That was the concern.

Mr. HULTGREN. Okay.

Mr. Apams. It is with the loss ratio. You know, do no harm, it
is working right now, is the concept; yes.

Mr. HULTGREN. Okay, thank you.

Real quickly if I could sneak one in. It just turned red.

Let me get back to Mr. Erickson real quickly. You talked about
the importance of direct payments. We have also heard so much
about the importance—maybe a greater importance—of crop insur-
ance right now. Obviously, many would like to have both.

I wonder if quickly, if you could say is there a way that you could
do without direct payments if crop insurance was strengthened?

Mr. ERICKSON. I think my testimony led us to discuss the fact
that direct payments, while under attack for a number or reasons
currently, I think they were a good investment and I think my feel-
ing has always been that you have to have personal responsibility
for your own business and the things that you are responsible for.
And I think the direct payments put the onus on the producer and
the landowner to make sure that those payments were properly
used and that those payments went to things that I outlined, which
included risk management.

In our operation, we do not utilize Federal crop insurance. And
the reason that we do not is that we have had the opportunity to
become financially stable. We have used those direct payments as
a way to do marketing programs that have reduced price risk and
the premium and reward from the Federal crop insurance has not
worked for us. That is not to say that it is not a good program and
it does have a place in risk management. I was just hopefully shed-
ding light on the fact that there is opportunity for flexibility for all
of the program.
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Mr. HULTGREN. That is helpful. My time has expired. Thank you,
Mr. Chairman, I yield back.

The CHAIRMAN. The gentleman’s time has expired. We now turn
to Mr. Schilling for his 5 minutes.

Mr. SCHILLING. Thank you, Chairman.

Mr. Erickson, it is interesting, you brought up a little bit about
regulation and before I got going, I had a meeting with Senator
Kirk’s ag advisory board and I was telling them the story of how
we had a meeting with Ms. Jackson, and it was kind of interesting
because what happened was we were talking about the masks that
they were trying to force the farmers to wear and one of my col-
leagues had asked, do you know how much they cost. And she says
well, no, I do not. Are they $50, are they $500, are they $5,000.
And anyway, as this thing went on and on, it was both Democrats
and Republicans alike that were kind of going after her and I was
sitting there thinking—I was kind of feeling sorry for her and then
I remembered that she was with the EPA.

[Laughter.]

Mr. SCHILLING. But one of the things that is really critical is that
we all want clean air, clean water. And any time you come in and
you try to get some of this over-regulation under control, you get
attacked. And I think it is imperative when they are trying to regu-
late farm dust and things like that, we have really got to keep a
good eye and keep this under control because those all end up
being more inputs and cost to people that do not necessarily need
to be there.

But what I wanted to start out, Mr. Erickson, do you think—I
want to talk about crop insurance because that is the number one
thing I continually hear as I go throughout the district. But do you
think more parity in crop insurance premiums in Illinois would
make you more likely to purchase crop insurance?

Mr. ERICKSON. Crop insurance is all about risk/reward, just like
any insurance is. I would give full review to what the opportunities
provided for our business and how it could potentially lay off risk,
and what the potential reward was down the line. And I think that
is the importance of keeping the flexibility in crop insurance in the
mixture, that it is a sound program that does not become overly
subsidized or overly regulated. If you try to fix it too much, you
might actually hurt the parts that work the best for the majority
of people.

So I am not being critical of the program, but I just think that
it could be dangerous if we try to make too many changes there to
fix everyone’s problem, and in effect you have a costly program that
maybe does not suit all at any cost.

Mr. SCHILLING. An unintended consequence basically.

Mr. ERICKSON. Yes.

Mr. SCHILLING. I have heard quite a bit about the re-rating issue
from producers in the district who believe that the MRAs approach
is just the beginning in addressing a long-standing rate issue here
in Illinois. And basically would encourage the process to continue.

Five minutes goes so fast. I want to try to get to Ms. Moore here.

You mentioned too much emphasis on any single approach,
which is great. So I am going to flip over to Ms. Moore.
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In your testimony on risk management, you mentioned that you
utilize the revenue assurance to protect against loss, which is basi-
cally what we talked about here, which I think is great. But one
of the things that I think that you are doing a really awesome job
on and I just want you to kind of touch on, and I applaud your
work here in Illinois with the Farm Families and your educational
efforts on farm policy because I think that is something that is crit-
ical, that we can get outside of our farm communities and educate
people.

Can you just highlight some of your most successful practices for
us, Ms. Moore, on educating folks about the farm bill?

Ms. MOORE. Well, probably the latest is Illinois Farm Families
where we have sat down with mostly moms, we think that moms
are the most influential, and sat down with them and answered
their questions. And this month, we did a tour to a hog facility
with them and while we are on the bus, we talk. So those are our
times. And one of the questions was, “Tell me about farm sub-
sidies.” Well, that is all they hear, that is all they have in their
mind about the farm bill, they did not understand all the titles that
are involved. So I had the opportunity to explain to them every-
thing that was encompassed in the farm bill and they said, “Oh,
so it is more than just paying some money to farmers.” So we did
get that dialogue and they did understand how much of it is includ-
ing the nutrition programs and the SNAP program and got them
to see.

But every time I talk to consumers and they hear farm bill, oh,
you mean subsidies. And that is all that they are hearing. So we
need to do our part to let them know there is a lot more to this
farm bill than just subsidies.

Mr. ScHILLING. Very good. You know, I appreciate that answer
because part of our job on this Committee is to make really the
strongest arguments for rural America I believe, and just the im-
portance of the farm bill to our colleagues. We have a lot of col-
leagues who do not truly understand what is going on with ag.

I can see I am running out of time, but I really appreciate every-
one being here. Thank you. I yield back, sir.

The CHAIRMAN. Thank you, Mr. Schilling.

One last observation or one question. Mr. Boswell and I have
been discussing a point up here and I would recognize him to make
a quick inquiry of the panel on this policy point.

Mr. BosweLL. Thank you, Mr. Chairman.

Something we are hearing some talk about as we talk about the
Federal crop insurance and so on, is conservation compliance. A lot
of talk across the country and a lot across my state, a lot of people
think we are all flat, but you know, we have a lot of highly erodible
ground and so on. I would like to hear your response, there is not
too much land and it has to have some conservation practice put
on it. So should this be something we should be considering as we
talk about Federal crop insurance? Should the producers be re-
quired to be in compliance?

The CHAIRMAN. Should it be a mandatory requirement, that’s the
question back east. No not participating in the program if you are
not vested in the conservation programs—not voluntary. There is
a big difference there. Whoever, anybody.
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Mr. MAGES. Mr. Chairman, I think conservation compliance does
not belong in crop insurance. I think crop insurance is something
that we pay for part of it and, say you had a problem one year and
you have a big crop insurance payment coming in, and for some
reason they do a compliance check in the back 40 and you did
something wrong years ago and you are out of compliance. And
now the banker is waiting for his money or you are waiting to pay
the bills and now they are going to refuse to pay. So for all of them
reasons, I think compliance should not be an issue with crop insur-
ance.

Mr. ERICKSON. I almost hate to say this. I would differ in the fact
that I think regardless of how we feel about them as producers,
subsidy or incentive that we are provided financially from the gov-
ernment may entitle us to fall within the framework of certain pro-
grams. In our scenario, we have done conservation programs with-
out government funding, but that is not the case for everyone. If
we want to provide subsidy in any regard, in my estimation, it may
come at a cost. And I do think we have a responsibility to farm re-
sponsibly. I think the vast majority of farmers do. But I also can
understand the need for programs to be designed so that there is
a certain amount of accountability for those who want to partici-
pate.

That is a pretty wide area I guess.

Mr. BOoSwELL. I think you both made valid remarks. And perhaps
if we go into this and I am quite confident we are going to hear
about it. And by the way, for whatever it is worth to you, the land
I have stewardship over, I complied before we had all this set aside
business and I did not—I had already done it. That is beside the
point.

I think some of our folks—we are back to we all have an invest-
ment in agriculture, whether you are in the city or wherever—are
going to bring this up, so we might need some expertise, Mr. Chair-
man, if we get to that point on how to qualify or design it where
it would

The CHAIRMAN. Very valid point, Mr. Boswell, and this question
takes us to the very core issue of what a farm bill is. When in a
time that 75 percent of all farm bill spending in the last 5 years
go to the social nutrition programs, some in my district refer to
them as the feeding programs, perhaps when all the bills are added
up for this year and last year, 80 percent of all farm bill spending
will be the feeding programs. Is it still a farm bill when we become
that small a portion. And by the same token, is the farm bill, part
of the farm bill intended to help us meet the food and fiber needs
of this country and the world, or is it a tool with which to compel
us to follow other people’s guidelines about how we should live on
our land.

Those are all big philosophical discussions that will be sorted out
on the floor or in the Committee and certainly on the floor of the
United States House.

You look like, Mr. Adams, you have some insights to lay on us.
You will get to finish this.

Mr. ApamMs. Well, Mr. Chairman, in response to Mr. Boswell, as
a producer I would be willing to have linkage between crop insur-
ance and conservation if recipients of food feeding programs would
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submit themselves to drug tests and things of that nature to be
able to qualify.

[Applause.]

The CHAIRMAN. On that thought——

[Laughter.]

The CHAIRMAN.—the time for this panel has expired and we
thank you for your insights.

And we now call our second panel of witnesses to the table.

[Brief pause.]

The CHAIRMAN. The hearing will return to order and I would like
to thank all of not only our participants in the hearing today but
the folks who are with us today and who may be observing this
process, and remind you once again everyone can visit, and anyone
can visit, the House Agriculture Committee website to learn more
about the 2012 Farm Bill process. Additionally, anyone is welcome
to submit comments to be considered as a part of the Committee
farm bill field hearing record. Your comments must be submitted
using the website address by May 20, 2012, so it can be incor-
porated in the permanent record. That address is agri-
culture.house.gov [ farmbill.

With that, I would like to welcome our second panel of witnesses
to the table. Mr. John Williams, sorghum, corn, wheat, and soy-
bean producer from McLeansboro, Illinois; Mr. Gary Asay, pork,
corn, and soybean producer, Osco, Illinois; Mr. Terry Davis, corn
and soybean producer, Roseville, Illinois; Mr. David W. Howell,
corn, soybean, pumpkin—pumpkin? This is going to be a good di-
verse topic—pumpkin, and tomato producer, Middletown, Indiana.
By the way, my grandfather was born in Miami County, Indiana
113 years ago. And Ms. Jane Weber, specialty crop producer,
Bettendorf, Iowa.

And as Chairman, you can offer comments as you go along, it is
one of the privileges that are left.

Mr. Williams, please begin when you are ready.

STATEMENT OF JOHN WILLIAMS, SORGHUM, CORN, WHEAT,
AND SOYBEAN PRODUCER, MCLEANSBORO, IL

Mr. WiLLIAMS. Good morning. I would like to thank you for giv-
ing me the opportunity to sit here before you today to discuss the
impact of the next farm bill, and what it will have on our oper-
ation.

I farm at home with my mom, dad, my son, and my daughter in
Hamilton and White Counties near McLeansboro, Illinois, where
we grow grain sorghum, corn, wheat, and soybeans. Grain sorghum
is an integral component in our rotation and is a crop I use as a
foundation for defense. I am blessed geographically to be able to
sell our grain sorghum at a premium of 30¢ to 70¢ over corn each
year. It is less expensive to plant and is more resilient to varying
weather conditions, whether they be wet or dry. It is a dependable
crop and has been a staple on our farm now for four generations.

As a farmer, I realize the vast impact this one piece of legislation
has on our day-to-day operations, and I want to ensure farmers
benefit from the next farm bill. So I applaud you for holding this
hearing today, and thank you.
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On our farm, I plan defensively and understand the upside and
downside of risk. I have seen what can happen to friends and
neighbors when they do not plant for risk, which underscores the
need for meaningful risk management tools that farmers can uti-
lize. With that said, I firmly believe that the number one goal for
the next farm bill should be “do no harm” to Federal crop insur-
ance.

I believe a personal T-yield system, which would allow a farmer’s
APH to more accurately reflect his yield potential, would be a more
productive way to improve the APH.

I would also encourage RMA to include sorghum in the trend-ad-
justed yield pilot program. It is inequitable to allow competing
crops to have trend-adjusted yields while sorghum farmers’ APHs
are left unadjusted.

Crop insurance is a safety net in a time of disaster. It is also an
integral part of our overall marketing strategy. Because of revenue
protection insurance, I can market aggressively and still be pro-
tected against market shifts. I remember having a glut of grain in
the 1980s and I do not want to be caught in a position like that
again where it affects our bottom line.

In the 1980s with high interest rates and low grain prices, our
crop was worth less than it cost to produce it. While interest rates
are not the problem today, the cost of basic farm inputs has sky-
rocketed over the last 2 years. That is why it is critical to have
some protection in the next farm bill against a steep drop in com-
modity prices, since input prices are sticky and slow to follow de-
clining commodity prices.

Whether that protection is a reference price system or a revenue-
based system, it is important that it be in the new farm bill safety
net and farmers have the option to choose what fits their operation
and risk appetite the best. In a revenue-based program, it is crit-
ical to have a reference price and plug yields. The reference price
will protect against a long-term, large commodity price drop and
plug yields will help in times of consecutive years of yield losses.

As for ACRE and SURE, these programs are not widely used in
our area because they are too complex. I would have rather gone
with a guaranteed route that direct payments provided. But given
the situation, any new program that results from the next farm bill
should be simple and transparent.

With that said, sorghum is an agronomically important crop to
our farm and likewise to those in the Sorghum Belt. However, it
is not always the primary crop for many farmers and is extraor-
dinarily sensitive to any incentives that are created in the farm
program. No matter which form of policy is pursued, I believe spe-
cial care must be taken to encourage crop diversity and to avoid
a monoculture system that rejects agronomics in favor of farm pol-
icy incentives.

And finally, I support the continuation of a farm bill energy title.
As T mentioned earlier in my testimony, I sell my grain sorghum
at a premium by rail. The market is limited to my area but stands
to improve by generating competition through the biofuels industry
which already has created a positive economic impact in the High
Plains area. This Bioenergy Program for Advanced Biofuels from
Section 9005 of the 2008 Farm Bill should be continued as it
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incentivizes eligible biofuel producers to use non-conventional feed-
stocks such as sorghum.

Thank you again and I welcome your questions.

[The prepared statement of Mr. Williams follows:]

PREPARED STATEMENT OF JOHN WILLIAMS, SORGHUM, CORN, WHEAT, AND SOYBEAN
PRODUCER, MCLEANSBORO, IL

Introduction

I would like to thank the House Committee on Agriculture for the opportunity to
submit testimony on the next U.S. farm bill and its impact on my operation. I am
honored to be here and be asked to present my views.

My name is John Williams. I farm with my father and son near McLeansboro,
Illinois, in Hamilton and White Counties where we raise grain sorghum, corn, wheat
and soybeans. Grain sorghum is a crop I use as a foundation for defense. It is less
expensive to plant and much more adaptable to varying weather conditions. Grain
sorghum has proven itself as an integral component in my rotation, providing a re-
silient, dependable crop each year on my third-generation family farm.

My partners and I appreciate the work put forth by this Committee in developing
the next farm bill and look forward to working with the Committee to craft this set
of vital farm policy. Because it is an integral part of my operation, my testimony
will focus on multiple areas of farm policy as they relate to sorghum’s safety net.

Protect Federal Crop Insurance

On my operation, I plan defensively and understand the upside and downside of
risk. I have seen what can happen to friends and neighbors when they do not plan
for risk, underscoring the need for meaningful risk management tools that pro-
ducers can utilize. Therefore, my first priority is to “do no harm” to Federal Crop
Insurance, and I feel the program should be built upon in the following ways:

e The APH methodology should be reformed and county T-yield system improved
so as to reduce the impact of local weather phenomena and allow the producer’s
insurable yield (pre-deductible) to reflect what the producer and his lender
would actually reasonably expect to produce in that year. I believe a personal
T-yield system, which would allow a producer’s APH to more accurately reflect
his yield potential, would be a productive way to improve APH.

e I would also support improvement to the product development processes so that
there would be a clear pathway to bring new policies, like one for sweet sor-
ghum or high biomass energy sorghum, to market.

e In no case should the crop insurance tools, which are purchased by the pro-
ducer, be weighed down with environmental regulation or other conditions that
fall out of the scope of insurance.

e I would encourage RMA to include sorghum in the trend adjusted yield pilot
program. It is inequitable to allow competing crops to have trend adjusted
yields while sorghum producers’ APHs are left unadjusted.

2012 Farm Bill

Crop insurance is a safety net in a time of disaster but it also is an integral part
of my overall marketing strategy. Because of revenue protection insurance, I can
market aggressively and still be protected against market shifts. I remember having
a glut of grain in the 1980s and I don’t want to be caught in a position like that
again where it affects my bottom line.

In the 1980s, with high interest rates and low grain prices, my crop was worth
less than it cost to produce it. While interest rates are not the problem today, the
cost of basic inputs has skyrocketed over the last 2 years. That is why it is critical
to have some protection in the next farm bill against a steep drop in commodity
prices; I know input prices are sticky and slow to follow declining commodity prices.

Whether that protection is a reference price system or a revenue based system,
it is important that it be in the farm bill safety net and producers have the option
to choose what fits their operation and risk appetite the best. In a revenue based
program, it is critical to have a reference price and plug yields. The reference price
will protect against a large commodity price drop and plug yields will help in times
of consecutive years of yield loss.

With that said, sorghum is an agronomically important crop to my farm and like-
wise to those in the Sorghum Belt. However, it’s not always the primary crop for
many producers, and is extraordinarily sensitive to any incentives that are created
in the farm program. No matter which form of policy is pursued, special care must
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be taken to encourage crop diversity and rotation on the farm and avoid a
monoculture system which rejects agronomics in favor of farm policy incentives.
Based on both experience and a producer’s understanding of the program, I suggest
the following:

e A farm bill should not dictate or distort planting decisions. Direct payments are
excellent in this regard. SURE or similar whole farm aggregations tend to dis-
courage diversification, which could be problematic for sorghum. Any commodity
specific program that is tied to planted acres must be designed with extreme
care to avoid creating payment scenarios that incentivize farmers to plant crops
with higher inherent value to maximize payments rather than making the
wisest possible agronomic decisions.

e A program should be simple and bankable. The recently expired SURE program
had too many factors and was not tailored to the multiple business risks pro-
ducers face—it was not simple. The current ACRE, while offering improved
price-based protection, is based on the state’s income, not the farm’s—it is not
bankable, especially in some of the large states where sorghum thrives. The cur-
rent loan and counter cyclical programs are simple and bankable—unfortu-
nately the 2008 price levels are no longer relevant given current production
costs. It is important to me to have a simple, bankable program to take to my
lender, should disaster strike my crop.

e A farm bill should be targeted and defensible. It makes sense to provide assist-
ance when factors beyond the producers’ control create losses.

e A farm bill should be built to withstand a multi-year low price scenario. Wheth-
er in a revenue loss plan, or a price-based countercyclical plan, it will be impor-
tant to have a set minimum price that serves as a floor or reference price to
protect producer income in a relevant way in the event of a series of low price
years. Ideally, this minimum could move upward over time should production
costs also increase.

e A farm bill should allow for transitional and fair reductions to the baseline for
all crops. Generally, the least disruptive and most fair way to achieve savings
across commodities would be to apply a percentage reduction to each commodity
baseline and structure any new program within the reduced baseline amounts.

The sorghum industry has seen firsthand the impact farm policy can have on
planting decisions made by producers.

Specifically evaluating certain revenue proposals, it seems that without yield
plugs, in a situation with 2 consecutive years of loss, the protection quickly drops
to a point where the program would have little value and would provide almost no
protection for my farm. This component is necessary to ensure equity among crops
because sorghum is grown in region with such high yield variability.

Additionally, a revenue policy in conjunction with the potential use of adjusted
yields for certain commodities could eliminate the important element of risk in-
volved in growing a crop. This would create a situation that would greatly distort
planting intentions because a farmer may be inclined to plant for the largest rev-
enue guarantee as opposed to the most prudent agronomic choice.

Finally, direct payments, while not necessarily tied to a specific crop being plant-
ed, have proven to be a WTO compliant, efficient payment for producers. It is one
of the few parts of the current safety net bankers have certainty with and will pro-
vide financing for our producers. However, if the Committee decides to move away
{’ronll{ t&is program, it makes it that much more important that successor policies be

ankable.

Eliminate Dated Pay Limits

Given the likely possibility that a new farm program would have less certainty
for the producer (a likely decrease or elimination of direct payments) and will there-
fore be designed to provide assistance only in loss situations, the program should
not be limited based on arbitrary dollar limits, i.e., assistance should be tailored to
the size of loss. A producer should not be precluded from participating in a farm
program because of past income experience. Any internal program limits on assist-
ance should be percentage-based (i.e., 25 percent of an expected crop value) and not
discriminate based on the size of farm.

Build Incentives for Sorghum Production into Conservation and Energy Ti-
tles
Sorghum is a highly water efficient crop that works well in various rotation sys-
tems, spanning from southern Texas to South Dakota. It thrives in drought prone
areas because, whereas other crops will die during a period of prolonged water
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stress, sorghum will become dormant and thrive again upon taking in moisture. And
while I rarely experience prolonged drought myself, this ability to make a crop
under highly water deficient conditions allows sorghum to fit easily into farms
where water is becoming scarcer each year.

As such, it would be beneficial to strengthen the principles of water conservation
language in the Ag Water Enhancement Program (AWEP) of the 2008 Farm Bill to
more specifically encourage planting sorghum and other water saving crops. Cur-
rently, the program allows incentives for switching to lower water intensity crops,
but a vast majority of payments are going to other projects. There is also place for
water conservation language in existing Conservation Security Program (CSP) and
Environmental Quality Incentive Program (EQIP) language, and water conservation
options should be strengthened wherever practical. Using farm bill conservation pro-
grams as a transitional support, farmers will be able to economically justify switch-
ing higher value crops to lower water intensity crops over time.

Additionally, grain, sweet and high biomass forage sorghums are all used to
produce ethanol under economically viable biofuels technologies. I support the con-
tinuation of a farm bill energy title and specifically encourage continuing the Bio-
energy Program for Advanced Biofuels from Section 9005 of the 2008 Farm Bill. Sec-
tion 9005 allows incentive payments to eligible biofuels producers that use non-con-
ventional feedstocks, such as sorghum. It has had positive economic impact on the
gorflghuan Belt and served as a water savings incentive where aquifers are already

epleted.

The CHAIRMAN. Thank you.
Mr. Asay, you may proceed whenever you are ready.

STATEMENT OF GARY ASAY, PORK, CORN, AND SOYBEAN
PRODUCER, OSCO, IL

Mr. AsaY. Good morning, Chairman Lucas and Members of the
Agriculture Committee. I am Gary Asay, a farmer from Osco, Illi-
nois. Along with my wife, I farm 300 acres of corn and soybeans
and raise about 9,000 hogs a year. I am licensed to sell crop insur-
ance and Livestock Gross Margin insurance.

Like all pork producers, in the next farm bill, I would like to see
provisions that help me maintain and strengthen my competitive-
ness. I do not want unwarranted and costly provisions that will
make it harder for me to compete.

The U.S. pork industry would like Congress to address several
issues in the next farm bill, including feed availability, comprehen-
sive disease surveillance, new foreign market access, risk manage-
ment, and government intervention into the markets. I want to
focus my testimony on the latter two.

The U.S. pork industry has seen rapid growth in exports over the
past decade. It is now exporting more than 25 percent of produc-
tion. Because of that growth and an increased likelihood of a for-
eign animal disease outbreak in the U.S., the potential for a cata-
strophic drop in hog prices is greater than ever. Such a drop would
adversely affect the U.S. economy which garners $35 billion in
GDP annually and 550,000 jobs for the U.S. pork industry. Pro-
ducers need better risk management tools to protect their oper-
ations. USDA has such a tool, a program similar to the one for crop
farmers called Livestock Gross Margin insurance. But it reaches
far too few pork producers and covers too few hogs.

Congress and the USDA need to make funding and program
changes so the program provides inexpensive catastrophic insur-
ance coverage. Congress should remove the program’s $20 million
cap, $16 million of which is now used for the dairy industry and
$3 million is used for hogs. Also, USDA should lift the 30,000 head
limit on the amount of hogs that can be insured. These limits are



113

out of step with today’s pork industry. Last year, only 206,000 hogs
were covered. With the U.S. pork industry marketing more than
100 million hogs in a year, it is clear that the current LGM pro-
gram affords very limited protection to U.S. pork producers. Con-
gress should strongly urge USDA to work with pork producers to
develop a catastrophic insurance product that is more in keeping
with today’s pork industry needs.

Another issue I would like to raise is government’s intervention
in the buying, selling, and raising animals and how that would ad-
versely affect pork producers’ competitiveness. Mandates, whether
pushed by lawmakers or activists, must not stand in the way of
market-based demands. I know some lawmakers continue to dis-
cuss banning packer ownership of livestock, eliminating forward
contracts and limiting the number of hogs covered by a contract.
I do not believe pork producers would be well-served by having
Congress dictate or eliminate certain types of contracting mecha-
nisms. Doing so would force the livestock industry to revert to an
inefficient system used more than a half century ago.

Today’s U.S. pork industry has a wide variety of marketing and
pricing methods, including contracts to meet the challenging needs
of a diverse marketplace. Economics should determine the struc-
ture of the pork production and processing. No economic research
has ever shown that structure or marketing practices of the indus-
try has harmed producers or consumers. Until such research exists,
Congress should not impose limitations on packer ownership of pro-
duction, producer ownership of packing or marketing contracts.

Likewise, Federal mandates on production practices, including
ones that dictate animal housing, would add to producers’ costs and
weaken the competitiveness. That is why pork producers oppose
Egg Products Inspection Act Amendments, House Resolution 3798,
which would dictate the size of cages for laying hens. The bill
would amend the Federal food safety law. If imposed on imports,
food safety laws must meet the World Trade Organization’s equiva-
lency principle, which requires countries to recognize each other’s
science-based measures as acceptable, even if they are different, as
long as an equivalent level of protection is provided.

But the supporters of H.R. 3798 admit that the standards in the
bill are arbitrary, they are not based on science that protects and
improves food safety and public health. If imposed on imported
eggs, they would not meet the World Trade Organization’s equiva-
lence principle.

For Congress to intervene in production practices for any live-
stock species with arbitrary standards devoid of scientific justifica-
tion is extremely dangerous precedent for domestic and inter-
national commerce. The bottom line on the farm bill, Congress
should craft legislation to help farmers like me remain competitive
and should avoid provisions that make us less competitive.

[The prepared statement of Mr. Asay follows:]

PREPARED STATEMENT OF GARY ASAY, PORK, CORN, AND SOYBEAN PRODUCER, OSCO,
1L

Introduction

Gary Asay is a farmer from Osco, Il1l. Along with his wife, he runs Asay Farms,
which consists of 300 acres split between corn and soybeans. He also raises about
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9,000 hogs a year for Cargill and is licensed to sell crop insurance and Livestock
Gross Margin insurance.

He serves on the board of directors of the National Pork Producers Council, which
is an association of 43 state pork producer organizations and is the voice in Wash-
ington for the nation’s 67,000 pork producers.

Like all pork producers, in the next farm bill Asay would like to see provisions
that help him maintain and strengthen his competitiveness vis-a-vis foreign com-
petitors; he does not want in the bill unwarranted and costly provisions and regula-
tions that will make it harder for him to compete in the global marketplace.

The Next Farm Bill

There are several issues pork producers believes Congress should address in the
next farm bill that could help the U.S. pork industry and farmers like him.

1. Enhancing programs that keep feed grain prices competitive with the rest of
the world would be very beneficial. Feed comprises 60-70 percent of my input
cost of producing a market hog. (Each market pig consumes approximately 10.5
bushels of corn and 200 pounds of soybean meal—that’s about 4 bushels of soy-
beans.) But the rapid development of the corn-based ethanol industry, together
with other factors, is threatening the U.S. pork industry’s competitiveness and
the survivability of producers like me. The markets have rationalized demand
for corn over time, but the potential for short-term dramatic price swings, as
well as localized feed shortages, has jeopardized the industry’s competitiveness
and reliability as a domestic food supplier and as an exporter.

Following passage of the Energy Independence and Security Act (EISA) of 2007,
which included a Renewable Fuels Standard (RFS2) that quickly accelerated
the mandated production of corn ethanol, pork producers struggled to adjust to
rapidly escalating prices and increased volatility in grain markets. This resulted
in a reduction in hog production. Congress allowed the long-standing tax sub-
sidies for corn ethanol to expire at the end of last year. But the ethanol industry
continues to seek further government support for expanding ethanol markets,
calling for the blend rate to be increased from 10 to 15 percent ethanol in motor
vehicle fuels, subsidies to finance construction of ethanol pipelines and other in-
frastructure and adjustments to the RFS2 that would allow corn ethanol to
qualify as an advanced biofuel and expand its production mandate.

The debate over Federal renewable fuels policy has been playing out over con-
tinually increasing pressure on domestic and worldwide grain reserves. The
2011 crop, affected by weather conditions in various parts of the Corn Belt, in-
cluding the loss of significant acreage because of flooding, delayed planting be-
cause of wet conditions, drought and excessively hot summer temperatures,
came in below initial expectations, with corn reserves at times during the year
reaching record lows. That caused tremendous volatility in grain markets,
prompted speculative buying and increased the risk of localized corn shortages.
Projections for the 2012 crop year show little improvement in total corn reserve
carry over, enhancing the financial risk faced by pork producers, who must com-
pgte against subsidized users of corn for increasingly difficult to obtain supplies
of corn.

Pork producers have asked Congress and the Obama Administration to consider
a variety of responses, including reactivating the Inter-departmental Livestock
Task Force to help identify policies to avert a feed-related crisis in the livestock
industry, reforming the Conservation Reserve Program to put more land in pro-
duction and to allow the penalty-free early release of the least environmentally
sensitive acres in the event of a feed crisis and making available to producers
all USDA and Federal emergency programs and loan guarantees to help them
purchase feed should they encounter regional grain shortages. Additionally, the
U.S. pork producers support H.R. 3097, the Renewable Fuel Standard Flexi-
bility Act, which creates a safety valve that makes short-term adjustments to
the RFS in the event of a grain crisis to ensure adequate supplies of feed is
available for producers.

Research and development also are needed to find other energy alternatives,
such as using animal manure and fat and biomass, including switchgrass and
corn stover. Pork producers want to emphasis the right balance is needed to
meet the needs of fuel and feed security.

2. Developing a world-class disease surveillance system is vital to the continued
viability of the U.S. pork industry. The outbreak of HIN1 in 2009 demonstrated
the interrelationship of human and animal health when combating new and
emerging diseases. From that experience, the U.S. pork industry learned that
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a more Comprehensive and Integrated Surveillance System (CISS) is needed to
ensure the capture of data about a broader range of diseases. The industry
began working collaboratively with USDA’s Animal and Plant Health Inspection
Service (APHIS) and the Centers for Disease Control and Prevention (CDC) to
develop a CISS. CDC supports the CISS, and APHIS’s Veterinary Services (VS)
program has embraced this concept and included comprehensive surveillance as
a major objective in its strategic plan, VS—-2015. Completion of CISS is critical
to maintaining the pork industry’s disease-free status, which is critical to main-
taining and expanding our exports.

Disease surveillance is the foundation of disease prevention and preparedness.
The threat of new and emerging diseases continues to grow, with scientists con-
tinually warning the public and animal health authorities about prevention and
preparedness. One of the more grim aspects of these warnings is that many of
these diseases are zoonotic and are originating in wildlife and domestic animals.
The CISS is designed to provide an “early warning system” and to allow for de-
velopment of response plans in advance of an epidemic. The U.S. pork industry
currently is collaborating with APHIS on a pilot project to test implementation
of a CISS and to determine how it can be connected to an animal traceability
system. Currently, the most significant shortcoming is funds to build the infra-
structure to accommodate a more robust system of surveillance. In 2009, the
emergency supplemental appropriation, which made funds available to CDC for
managing the HIN1 crisis, also provided $25 million to APHIS/VS for swine in-
fluenza surveillance. Of that amount, approximately $17 million remains un-
used, money that could be used to support a surveillance system covering new
and emerging diseases would also support the infrastructure for CISS. Although
the pork industry has been working cooperatively with APHIS and the agency
has committed to developing a CISS, the President’s USDA budget for fiscal
2013 inexplicably proposed a reduction of $2.6 million for swine disease surveil-
lance. The justification for the decrease is inconsistent with USDA’s commit-
ment and the requirements for implementing a CISS. The ability to expand sur-
veillance to include other diseases will increase exports. Reducing surveillance
provides other countries the justification to restrict U.S. exports because of in-
adequate surveillance data.

U.S. pork producers also support USDA’s animal traceability system. An effec-
tive traceability system is critical to the national animal health infrastructure
and is required for certification by the World Organization for Animal Health
(OIE). The ability to quickly trace diseased and exposed animals during a for-
eign animal disease outbreak would save millions of animals, lessen the finan-
cial burden on the industry and save the American taxpayer millions of dollars.
With support from all sectors of the pork industry, approximately 95 percent
of pork producer’s premises already are registered under the USDA livestock
identification program. Premises identification is the key to meeting a goal of
tracing an animal back to its farm of origin within 48 hours, which would allow
animal health officials to more quickly identify, control and eradicate a disease,
to prevent the spread of a disease or to make certifications to our trading part-
ners about diseases in the United States.

3. Expanding markets to U.S. pork products increases producers bottom line
and contributes significantly to the U.S. economy, prompting job growth and in-
creasing the U.S. gross domestic product. Pork represents 44 percent of global
meat protein intake. far more than beef and poultry, and world pork trade has
grown significantly in the past several years. The extent of this increase in glob-
al pork trade in the future will hinge heavily on continued efforts to increase
agricultural trade liberalization.

The U.S. pork industry exported in 2011 more than $6 billion of product, which
supported more than 50,000 jobs. And the trade agreements with Colombia,
Panama and South Korea approved last fall, when fully implemented, will boost
U.S. pork exports to those countries by a combined $772 million, add $11 to the
price producers receive for each hog marketed and generate more than 10,000
U.S. pork industry jobs. It is estimated that U.S. pork prices were $55 per hog
higher in 2011 than they would have been in the absence of exports.

It is important to emphasize the need to strengthen the ability of U.S. agri-
culture to compete in the global marketplace. But the downside of growing ex-
ports is, of course, the larger economic impact on producers and the U.S. econ-
omy should there be any disruption in trade. Pork producers understand this
dynamic and recognize that it would be devastating for the U.S. pork sector.
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4. Protecting producers against disruptions in trade is paramount. Produces like
Asay need better risk-management tools to protect their operations should ex-
ports markets ever be interrupted by a serious animal disease outbreak in this
country.

Such tools are needed now, more than ever. Outbreaks of devastating foreign
animal diseases such as foot and mouth, classical swine fever and African swine
fever are increasing around the world. The increased presences of disease, along
with increasing international travel and trade that move diseases around the
world, have created an unprecedented risk to the U.S. pork industry.

According to a recent study, revenue for the combined beef and pork industries
would fall by billions of dollars annually as a result of a foreign animal disease
outbreak. The recent free trade agreements with Colombia, Panama and South
Korea as well as economic growth in China will lead to continued pork export
expansion. But if these export markets are lost and livestock producers are
forced to bear the resulting financial harm, there will be thousands of bank-
ruptcies in rural America. Further, USDA is expected to change its traditional
approach to dealing with foreign animal diseases from “stamping out” to one
that includes vaccinating and, potentially, living with diseases for an undeter-
mined time.

There is a simple solution to the elevated risk in livestock production. USDA
has been running a pilot insurance program for hog producers called Livestock
Gross Margin (LGM). The program is designed to protect hog producers from
systemic risk much as crop insurance programs do for crop producers. The pro-
gram now is ready for prime time and should be allowed to take on this role.
To structure the program to provide inexpensive, catastrophic coverage, Con-
gress would need to remove the $3 million cap on swine insurance.

The $3 million limit on spending has caused USDA to severely restrict the num-
ber of head that any one producer can insure. In fact, last year just 205,883
hogs were covered; in 2010, only 263,454 hogs were covered. With the U.S. pork
industry marketing more than 110 million hogs a year, it is clear that the cur-
rent LGM program has little benefit to pork producers.

The limit on coverage—Congress capped the program for all species at $20 mil-
lion ($16 million is used by the dairy industry), and USDA set a coverage limit
of 30,000 head—is a new development for USDA’s Risk Management Agency
(RMA) because there is no upper limit on the number of crop acres that can
be insured under other RMA policies. There is nothing in the Federal Crop In-
surance Act that allows RMA to engage in social engineering of this type. [n
fact, the Agriculture Risk Protection Act of 2000 states the following:

e Eligible producers:

Any producer of a type of livestock covered by a pilot program under this sub-
section that owns or operates a farm or ranch in a county selected as a loca-
tion for that pilot program shall be eligible to participate in that pilot pro-
gram.

The limit on the insurable livestock farm size is unfortunate for two reasons.
First, the livestock industry is evolving toward larger production units, and
these larger units are essentially prohibited from using the product as a cata-
strophic policy to cover their output in excess of the numerical limits. Second,
the existence of a limit is divisive, potentially pitting smaller units against larg-
er ones.

Additionally, LGM for swine now is available only for a 6 month period. This
is not enough coverage to protect against drought or to downsize an operation.
This is easily fixed, and a policy that insures for one year is feasible. This policy
would roll over every month so producers always have one year of insurance
coverage.

The owners of LGM have indicated that they are willing to make the changes
described above if the $3 million limit is eliminated and the policy is allowed
to move beyond pilot status.

Finally, companies and agents selling LGM are reimbursed based on the pre-
mium paid by the producer rather than on the number of policies. Total admin-
istration and operation (A&QO) reimbursement for companies and agents is set
at 22.2 percent of the producer premium. This means that a catastrophic policy
that sells at $1 per hog for 500 hogs would have a total A&O of $111. This A&O
needs to be split to cover the company’s costs and the agent’s costs. A typical
reimbursement for selling a crop insurance policy is from $500 to $700. This
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percentage-based A&O policy for livestock makes it economically infeasible for
the agent to sell catastrophic policies or to sell to smaller producers. One easy
remedy is to allow the agent to choose between reimbursement based on a per-
cent of the premium or a fixed per-contract amount.

Today, because of the growth in exports of U.S. pork products and the increased
chances of a foreign animal disease outbreak, the potential for a catastrophic
drop in hog prices is greater than ever. And the stakes for the U.S. economy,
which garners $35 billion annually in gross domestic product and 550,000 jobs
from the U.S. pork industry, also are great.

The U.S. pork industry has done much to protect itself, including increased bio-
security on farms, implementation of a national swine identification program
and calls for a comprehensive disease surveillance system, but it needs more.
Pork producers encourage Congress to urge USDA to develop a catastrophic in-
surance product that is more in keeping with today’s swine industry needs.

5. Protecting the environment is a top priority of the U.S. pork industry. Pork
producers are committed to running productive pork operations while protecting
the environment and exceeding environmental regulations. Pork producers have
fought hard for science-based, affordable and effective regulatory policies that
meet the goals of today’s environmental statues. For producers to meet these
costly demands while maintaining production, they believe that the Federal
Government must provide through conservation programs of the farm bill. such
as the Environmental Quality Incentives Program (EQIP), cost-share support to
help them defray some of the costs of compliance.

The EQIP program has not provided pork producers with enough support to
meet all the challenges we face related to conservation and the environment.
Producers like Asay, who has used the program, would like to see the scope of
projects covered by the program widened.

Pork producers take a broad view of what it means to be environmentally re-
sponsible farmers and business people, and they have embraced the fact that
their pork processing operations must protect and conserve the environment
and the resources they use and affect. They take this responsibility with the ut-
most seriousness and commitment. and it is in that spirit that producers would
make major contributions to improving their practices through a conservation
title of the farm bill.

Investing in research also is critical to the U.S. pork industry. Producers rely
on it for improving swine genetics, testing and deploying new and improved ani-
mal vaccines, improving the usefulness of energy production by-products such
as distillers dried grains and for further increasing animal productivity. Re-
search also can assist in monitoring diseases and preventing a disease outbreak.

6. Dictating how the U.S. pork industry buys, sells and raises its animals would
severely cripple the competitiveness of pork producers. Mandates—whether
pushed by lawmakers or activists—must not stand in the way of market-based
demands. Producers understand that the issue of banning packer ownership of
livestock or eliminating forward contracting continues to be discussed. However,
they do not believe that the U.S. pork industry will be well served by having
Congress eliminate certain types of contracting mechanisms. This only forces
the livestock markets to revert to an inefficient system used more than half a
century ago in which livestock were traded in small lots and at prices deter-
mined in an open-market bid system. This system was inefficient and makes
no economic sense in today’s economy. Today, the U.S. pork industry has devel-
oped a wide variety of marketing and pricing methods, including contracts, to
meet the changing needs of a diverse marketplace.

Economics should determine the structure of pork production and processing,
including the ownership of both. No economic research ever has shown that ei-
ther the structure or marketing practices of the industry have harmed pro-
ducers or consumers. Until such research exists, Congress should not impose
limitations on packer ownership of production, producer ownership of packing
or marketing contracts.

Likewise, Federal mandates on production practices, including ones that would
dictate animal housing systems, would add to producers’ costs and weaken the
U.S. pork industry’s competitiveness vis-a-vis foreign competitors. It is for those
reasons that producers oppose the “Egg Products Inspection Act Amendments”
(H.R. 3798), which would dictate the size of cages for laying hens.

The bill would amend a Federal food-safety law. If provisions of that law are
imposed on imported products, they must meet the World Trade Organization’s
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equivalency principle, which requires governments to recognize other countries’
science-based measures as acceptable even if they are different from their own,
so long as an equivalent level of protection is provided.

But proponents of H.R. 3798 have admitted that the standards in this bill are
arbitrary and were part of a negotiated settlement between an industry group
and an animal activist group; they are not based on science that protects and
improves food safety and public health. If imposed on imported products (eggs,
in this case), they would not meet the WTO’s equivalence principle.

The U.S. pork industry has no doubt that activist groups and special interest
groups will be watching this farm bill debate and will attempt to push their
particular agendas, which would add regulations to our business practices. Law-
makers must be cautious about allowing these issues to be added to the 2012
Farm Bill—a piece of legislation that has been aimed for the past 65 years at
maintaining the competitiveness of the U.S. agriculture and livestock sectors.

The U.S. pork industry has developed and implemented strict standards for ani-
mal care and judicious use guidelines for use of animal drugs. These standards
and guidelines are now part of the industry’s pork quality assurance and trans-
port quality assurance programs. These require producers and handlers to be
trained and certified to care and transport our animals with the utmost care
and concern. Pork producers do not believe that Congress should legislate on
these issues as part of the 2012 Farm Bill.

Congress should craft a farm bill that helps farmers like Gary Asay remain com-
petitive in the domestic and world markets.

The CHAIRMAN. Thank you, Mr. Asay.
Mr. Davis, proceed whenever you are ready.

STATEMENT OF TERRY DAVIS, CORN AND SOYBEAN
PRODUCER, ROSEVILLE, IL

Mr. Davis. Hello. Good morning, my name is Terry Davis, a corn
and soybean farmer from Warren County, in Roseville, Illinois.
Good morning, Mr. Chairman and Members of the House Agri-
culture Committee gracious enough to come before us today and
those in attendance here today to listen to this important discus-
sion. Today, we all share one commonality, this is our America. I
wish to welcome everyone here today to my America, as I live only
about 30 miles from this site. To describe this, I will use a line
from the song by Irving Berlin, “God Bless America, land that I
love, stand beside her and guide her.” I come here this morning to
tell you how I stand beside my part of America, not only to provide
for my family but to provide this country with a plentiful, healthy,
sustainable food supply; and hopefully raise enough extra that I
can share my bounty with others around the world. And I ask you
here today to be the guide, guide her to share my philosophy with
the rest of the world.

I will comment on a story that I will share. Go back to 9/11/2001.
I was traveling to an ethanol plant meeting, the formation of a
group we were having and I received a phone call that we could
not meet that day because something had happened in New York
City and Washington, D.C. I did not yet know at that time what
that was.

Later that afternoon, I had the opportunity to receive a phone
call from my wife that was waiting in an hour and a half long line
at a gas station to get gasoline for her car because of what was
going on that day. I was headed to a meeting that afternoon, hap-
pened to drive by a gas station, saw the line, told my wife if that
was the last tank of gas she was ever going to get, she was better
off to come home, because the grocery truck would not make it to
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the store tomorrow morning. But to my shock, as I drove to that
meeting that afternoon, there was no one at the grocery stores, ev-
erybody was at the gas stations buying gasoline.

And the reason I think this important for this discussion today
is that energy was important to us, yes; but why have we forgotten
about food? If it comes down to a tank of gasoline or a loaf of bread,
I know which line I am going to be in.

I would like to talk about the conservation title today. This title
is often understated in its importance to the overall farm bill and
I feel it is one of the most critical to its overall mission. I served
as the Association of Conservation District’s President here in Illi-
nois and I had a column that I used every month to talk about the
things that I felt were important for the Soil and Water Conserva-
tion District. I closed that column every month with this closing.
“As always, remember that this is God’s handiwork we are en-
trusted to watch over. Let us make him proud.”

We all farm the land, we survive off of the bounty of our land,
but we are just stewards of that land and we are allowed the privi-
lege of being the caretakers of the land that we work during our
lifetime. American agriculture is being tasked with a mission never
before seen in modern history, that is the need to feed and protect
more people with limited and in some cases dwindling natural re-
sources. Every day in this country more land is converted for non-
agricultural uses while all the while trying to feed a growing popu-
lation. I am not advocating a moratorium on non-ag uses of the
productive working land of the United States, but refocusing on
what is of greater importance; cropland, animal production, for-
estry needs rather than development for social uses.

A strong underlying safety net is going to be necessary for cre-
ating a sustainable food supply. We need a strong commodities title
along with a crop insurance program utilizing current programs
and funding with a few tweaks. I feel that this underlying support
should come from Federal farm programs to ensure that any raw
input commodity producer receives enough support to ensure that
they will again next year be able to raise production because of the
alteration of this year’s production, or due to weather or financial
condition. This level should cover variable costs and protect against
significantly lower commodity prices and a little bit more.

The farm bill provisions are intertwined and work together to be
much more successful than any title will individually. A com-
prehensive, robust title I for commodities ensures continued sus-
tainable domestic food supply. A vibrant renewable energy title can
not only provide energy sources here at home but also create envi-
ronments for natural resource conservation while allowing pro-
ducers to generate income and provide an outlet for excess produc-
tion. This excess production we will always need. As before, we
have used loan rates and government sponsored storage to keep
extra production. Today, we have the ability to allow farmers to
hang onto those reserves and convert them into renewable energy
sources if not needed as a fuel source. But if that crop is never
raised, it will never be available if needed. A secure, adequately
funded conservation title will create those opportunities.

I thank you for this opportunity to be before you this morning
and look forward to your questions. Thank you.
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[The prepared statement of Mr. Davis follows:]

PREPARED STATEMENT OF TERRY DAVIS, CORN AND SOYBEAN PRODUCER, ROSEVILLE,
IL

Good morning Chairman Lucas, distinguished Members of the House Agriculture
Committee, House staff, the other invited panel members and all others here in at-
tendance today we all share one commonality this is OUR AMERICA. I wish to wel-
come everyone to my America, as I only live about 30 miles from this site, and to
describe this I will use a line from the song by Irving Berlin; “God Bless America,
Land that I love. Stand beside her, and Guide her”. I have come here before you
this morning to tell you of how I stand beside my part of America, not only to pro-
vide for my family but to provide this country with a plentiful, healthy, sustainable
food supply and hopefully raise enough extra that I can share my bounty with oth-
ers around the world.

I come before you this morning to share from my perspective, a perspective that
recognizes the importance of a strong equitable 2012 Farm Bill. This perspective
does not want to rewrite farm bill policy totally, but rather celebrate its successes
and build upon and those successes and hopefully craft a new 2012 Farm Bill that
addresses the needs of the next 5 years and reviews and retires no longer pertinent
addressed items. This bill has many titles expressed under its banner, but I feel
that they are all intertwined and dependent upon each other for successful imple-
mentation of this farm bill. I do not feel that any title within the farm bill is any
more important than another title; it is only with fair deliberation, implementation,
and adequate appropriation that any farm bill effort will accomplish its goal. That
goal is of GUARANTEEING the same goals that I have set for myself, to provide
this country with a plentiful, healthy, sustainable food supply and then produce
enough extra that I can share my bounty with others around the world. I recognize
that this task becomes a little more complicated at the national level. I also realize
that numerous, different segments of the populous want to have inclusions in this
farm bill; but I feel strongly that the goal here in the farm bill is to do what govern-
ment can to make sure that every American has adequate access to something to
eat and then to have access to the food, energy and fiber materials that we need
to exist and prosper.

The area I would like to focus your attention to right now is the conservation title.
This title often understated in its importance to the overall farm bill but I feel it
is one of the most critical to its overall mission. I have had the opportunity to serve
the association that speaks for the Soil and Water Conservation Districts here in
Illinois as its President and as part of my duties was to write a monthly column
for the organization’s newsletter. I closed that column every month with this closing,
“As always, Remember that this is God’s handiwork we are entrusted to watch over.
Let’s make him proud”.

I am a Christian, but maybe for sake of this day more important is the fact that
we are all just stewards that are allowed the privilege of being the caretakers of
the land we work on during our lifetimes. American agriculture is being tasked with
a mission never seen before during modern history, that of a need to feed and pro-
tect more people with limited and in some cases dwindling natural resources. Every
day in this country more land is converted for non agricultural uses all the while
trying to feed a growing population. I am not advocating a moratorium on non ag
uses of the productive working land of the USA but refocusing on what is of greater
importance; cropland, animal production, forestry needs rather than development
for social uses.

We only need to look back into our country’s history to see how important con-
servation has become. It began a a desire to protect things that were unique or in
someone’s opinion important to protect. Our National Park System and other Fed-
eral public lands as well as state and local public land holdings recognize that re-
sources need preserving for future generations. Now as it becomes apparent that the
working lands of this country are finite and that we need to protect them. The chal-
lenge here is that we cannot just lock them away but have to use them sustainably.
The conservation accomplishments that have been achieved by this country are
nothing short of spectacular, but vigilance and continued efforts are paramount to
the survival of the human species as we wish it to be. Once our natural resources
are lost our prosperity also will be lost. Conservation for me on my farm means this:
Preservation of the natural resources not only for my benefit but to preserve the
ability to utilize those by future generations and by using the conservation title of
the farm bill in conjunction and along with other titles within the farm bill to secure
and preserve a stable, sustainable food, fiber, and renewable energy supply.
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To understand the working lands let us look back to the 1930’s This country was
trying to rebuild itself as for the first time in our country’s history we had a large
segment of the population that finally did not have to work the land for themselves
but could have someone else furnish those needs for them while they enjoyed pros-
perity through the financial markets. Then that bubble burst in 1929 and sent many
scrambling back to feed themselves. A result of that was accelerated damaging of
new marginal lands in production. The lack of understanding that marginal lands
means just that marginal, the Dust Bowl resulted and many more people found
themselves struggling to just survive. Throw in Mother Nature creating a drought.
Hugh Bennett came along and championed for working land as some say Theodore
Roosevelt did for public land preservation. The result being the formation of the Soil
Conservation Service. As I look at drought indicators today I realize that the results
of the formation of SCS are what separates the Dust Bowl Days from what we expe-
rience today. Thus this conservation title is very important in the protection of the
working lands of the USA. We do not need to extensively rewrite this title in the
next farm bill but continue to focus on what are the critical needs. In my estimation
NRCS and the EQIP program needs further funding and expansion. This is a very
efficient and effective way to get conservation on the ground. I believe many other
programs needs can be accomplished through EQIP and allowing prioritization to
fit financial budgets. There is an attitude currently that since EQIP is receiving
funding those funds can be rediverted to under-funded special interest programs
and this has to be curtailed. The NRCS EQIP system already is set up to allow
states to cater the funding to localized needs thus improving effectiveness of monies
spent.

There does need to be a conservation compliance component to complement pro-
duction safety nets. Production agriculture is changing and there needs to be com-
pliance to guarantee sustainability and to protect the accomplishments that the mil-
lions of Federal assistance dollars that have already been spent on have achieved.
I have noticed that as farms get bigger, operations become more specialized, with
farmers many times not even seeing the land only the tractor operators. These oper-
ators only have one mission, that is to do what they are instructed. The farmer pro-
ducer may not even be aware of a problem occurring until confronted by some out-
side entity or agency. Conservation compliance is the strongest tool in the farm bill
to ensure good stewardship and wise use of Federal funds.

A strong underlying safety net is priority one to creating a sustainable food sup-
ply. The tools of choice are a strong commodities title along with a crop insurance
program utilizing current programs and funding with a few tweaks. All crops need
to have a insurance program developed around them, including livestock. This un-
derlying support should come from Federal farm program funding to ensure that
any raw input commodity producer receives enough support to ensure that they will
try again the next year if their production falters because of weather or financial
conditions. This level should cover variable costs and protect against significantly
lower commodity prices and little more to limit government exposure and allow effi-
cient producers to determine who farms the land not who has the best crop insur-
ance protection. Livestock producers could be included by a similar insurance plan
limiting coverage to cost of feed inputs. Producers should be allowed to buy up in-
surance protection to higher levels but that risk should not be financed or under-
written by the Federal budget but rather an unsubsidized function by private insur-
ance companies and risk assessed and rated accordingly by the insurance industry.

Farm bill provisions are intertwined and working together will be much more suc-
cessful than any title individually. A comprehensive, robust title I for commodities
ensures a continued sustainable domestic food supply. A vibrant renewable energy
title can not only provide energy sources here at home but create environments for
natural resource conservation while allowing producers to generate income and pro-
vide an outlet for excess production. This extra production will always be in reserve
in case there is a need to use it as a food source. But if that crop is never raised
it will never be available if needed. A secure, adequately funded conservation title
will create opportunities and preserve and protect natural resources for continued
future utilization.

Once we have created this plentiful food supply we need to be able to allow all
Americans some kind of access to it. Current food aid provisions are sometimes
abused and probably need attention to weed out fraud and abuse. If there were only
certain types of purchases that could be made would help ensure proper use of
funds. Stories like those of persons buying soda with Federal food aid assistance and
then recycling unopened soda cans in automated can recyclers for the cash gen-
erated by the cans is an example of misuse of a valuable system to society.

Thank you for allowing a taxpayer to comment on this subject. To achieve these
goals we only need to keep refocusing on what is first priority and what financial
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resources we are willing to commit to achieve those goals. Current farm bill pro-
grams have accomplished so much for the safety and prosperity of the United
States. Hopefully the 2012 Farm Bill will further allow America to be the proud
beacon of hope for the rest of the world.

I close my testimony as I did for my informational column:

“As always, Remember that this is God’s handiwork we are entrusted to watch
over.
Let’s make him proud.”

g

The CHAIRMAN. Thank you, Mr. Davis.
Mr. Howell, you may proceed.

STATEMENT OF DAVID W. HOWELL, CORN, SOYBEAN,
PUMPKIN, AND TOMATO PRODUCER, MIDDLETOWN, IN

Mr. HOWELL. Good morning. My name is David Howell. I am
honored to be here this morning to testify.

I am a farmer from Middletown, Indiana. My wife and I started
our family farm in 1971. It is our vision that our children will be
able to carry on. Our family farm is approximately 7,000 acres,
more than 90 percent of which is leased. We grow corn, soybeans,
about 500 acres of jack o’lantern pumpkins and about 500 acres of
processing tomatoes. Our tomato production is under contract to a
company called Red Gold, Inc., an Indiana tomato processing com-
pany.

We are seeking a modification of Federal law that restricts Mid-
western farmers from growing fruits and vegetables on program
acres.

The issue: since 1996, the farm policy has generally prohibited
production of fruits and vegetables on base acreage. However, this
was not significant until the 2002 Farm Bill, which made soybeans
a program crop. This change meant that virtually all of the quality
{)armland in states like Indiana and Illinois now have a program

ase.

The problem is two-fold.

First, program restrictions. For example, our farm has been per-
sonally affected by the prohibition on growing fruits and vegeta-
bles. Our family is in transition to the next generation from my
wife and me. We began our processing tomato operation in the
early 1990s and established our personal production history over
the years. The regulations as they stand now serve to limit the
abilities of my children to diversify their farming enterprise with
specialty crops. In essence, the prohibition on planting fruits and
vegetables are protecting my wife and me from our own children.
This seems contrary to any goal of encouraging young farmers. Ad-
ditionally, we are needing to change our business structure to en-
sure an orderly generational transfer. When we do, however, our
producer history will be lost.

Second, fear of base acreage loss. We have struggled to rent
ground for growing processing tomatoes and pumpkins over the
years. In the Midwest, most family farms rely on rented acres to
grow their crops. I have found that the landlords fear, and ration-
ally so, that future base recalculations will result in loss of base
acres on their farms if they rent for processing tomato production.
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H.R. 2675, the Farming Flexibility Act of 2011, would fix this
twofold problem by allowing an acre-for-acre opt out from the pro-
gram acreage for production of fruits and vegetables for processing.
Also, it would declare a policy that vegetable production for proc-
essing on program base acres will not cause future loss of base
acreage.

I realize that some in the fresh produce industry do not agree
with me. They make two basic point. And let me address those.

They suggest that the 2002 Farm Bill restrictions do not present
a real problem. And that is wrong.

First, it is a problem because of the restrictions. As we attempt
to pass along our operation to the next generation, our producer
history will be lost. And it harms the traditional industry that pro-
vides safe and economical food to a population in need of better nu-
trition.

Second, as a threat to base acreage, I and my landlords have lost
base acres clearly.

Third, it is a threat to my market. As times goes on, about five
percent of Midwest vegetable producers stop growing vegetables
each year. That means that each year, it will be harder for our
processor market to stay in business because they cannot contract
for enough production. This year is the first time that some of them
were not able to contract for their production capacity. Eventually,
we will lose those processors, and the canned vegetable market will
be taken over by imports.

Italians can put tomatoes on the East Coast cheaper than Cali-
fornia canners. South America is already exporting a range of vege-
tables into these states, such as corn, asparagus, and tomatoes
could not be far behind.

Clearly, this is a real problem.

Opponents of H.R. 2675 also claim that it would somehow hurt
fresh produce producers. And this is also wrong. It would not hurt
the producers.

First, it is against the law for us to use or produce to sell to the
fresh produce market and production would have to be for proc-
essing only. Penalties for the program are very high.

Second, vegetables for processing are not the vegetable varieties
produced for fresh market anyway.

Third, H.R. 2675 would just take us back to the 1996 Farm Bill
situation prior to the inclusion of oilseed acreage. Under the 1996
Farm Bill and even before that, the Midwestern processing indus-
try was getting smaller, not expanding.

There is no way that this would hurt the fresh produce pro-
ducers.

A final couple of points. I realize and support that direct pay-
ments may be eliminated in the next farm bill. If that is done, we
submit that the restrictions on producing fruits and vegetables
should be eliminated altogether. And obviously, the fruit and vege-
tables we grow for processing go to nearby processing facilities,
which means jobs in rural America. This is important throughout
the Midwest.

Finally, the Federal Crop Insurance Program for specialty crops
have not received the same refinement and upgrades as have tradi-
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tional commodity crops and should be scrutinized to offer reason-
able protection for the growers of our nation’s food supply.

Thank you for coming to the Midwest to hear us.

[The prepared statement of Mr. Howell follows:]

PREPARED STATEMENT OF DAVID W. HOWELL, CORN, SOYBEAN, PUMPKIN, AND
ToMATO PRODUCER, MIDDLETOWN, IN

Introduction

gxood morning. My name is David Howell. I am honored to present testimony
today.

I am a farmer from Middletown, Indiana. My wife and I started our family farm
upon returning home from college, and it is our vision that our children and their
families will successfully transition what we sacrificed and worked hard to estab-
lish. Our family farms approximately 7,000 acres, of which more than 90% is leased.
We grow corn, soybeans, pumpkins and about 500 acres of processing tomatoes. Our
tomato production is under contract with Red Gold, Inc., an Indiana tomato proc-
essing company.

We are seeking a modification of Federal law that restricts Midwestern farmers
from growing fruits and vegetables on program acres. I am here as one family farm-
er, but we do concur totally with the position of the American Fruit and Vegetable
Processors and Growers Coalition (AFVPGC).

The Issue

Since 1996, farm policy generally has prohibited the production of fruits and vege-
tables on base acreage. However, this was not a significant problem until the 2002
Farm Bill made soybeans a program crop. This change meant that virtually all of
the quality farmland in states like Indiana now have program base.

The problem is twofold.

First, program restrictions. For example, our farm has been personally affected
by the prohibition on growing fruits and vegetables. Our family is in transition to
the next generation from my wife and me. We began our processing tomato oper-
ation in the early 1990’s and established our personal production history over the
years. The regulations as they stand now serve to limit the abilities of my children
to diversify their farming enterprise with specialty crops, not enhance them as any
good agricultural policy would attempt to do. In essence, the prohibition on planting
Fruits and Vegetables are protecting my wife and me from our own children enter-
ing the very enterprise that will help ensure their success because there is no mech-
anism for them to either earn their own producer history or have my producer his-
tory transferred to them, even though we have been continuously engaged in grow-
ing processing tomatoes for nearly 20 years. This seems contrary to any goal of en-
couraging young farmers to seek alternative crops and provide a more sustainable
future, both economically and environmentally. Additionally, we are needing to
change our business structure to ensure an orderly generational transition. When
we do, however, our producer history will be lost.

Second, fear of base acreage loss. We have struggled to get rented ground for
growing our processing tomatoes and pumpkins. In the Midwest, most family farms
rely on rented acres to grow their crops. I have found that landlords who I have
approached fear, and rationally so, that future base recalculations will result in loss
of base acres on their farms if they rent it to me for processing tomato production.
This means that my ability to rotate crops as a good IPM practice and to fulfill my
traditional contract obligation to Red Gold is severely restricted.

H.R. 2675, the Farming Flexibility Act of 2011, would fix this twofold problem by
allowing an acre-for-acre opt out from the program acreage for production of fruits
or vegetables under contract for processing. Also, it would declare a policy that vege-
table production for processing on program base acres will not cause future loss of
base acreage.

I realize that some in the fresh produce industry do not agree with me. They
make two basic points. Let me address those.

They suggest that the 2002 Farm Bill restrictions do not present a real problem.
That is wrong.

e First, it is a problem because of the restrictions. As we attempt to pass along
our operation to the next generation, our producer history will be lost, because
it is not transferable. What my wife and I worked hard to establish under the
rules will simply vanish and the ability to lease production acres for fruits and
vegetables for processing will artificially be hindered, not by a free market de-
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termination, but by a protectionist decree that offers no actual protection but
harms a traditional industry that provides safe and economical foods to a popu-
lation in need of better nutrition.

e Second, this is a threat to base acreage. I have lost base acreage, some of my
landlords have lost base acreage, and that has happened to my neighbors who
grow vegetables. This base acreage experience is why my landlords generally
will not let me grow vegetables on leased land and in some cases specifically
prohibit the production of fruits and vegetables because of this issue. My col-
leagues who grow vegetables are facing the same thing. Most family farms have
significant production on leased land.

e Third, this is a threat to my market. As time goes on, about five percent of
Midwest vegetables producers stop growing vegetables each year. That
means that each year, it will be harder for our processor market to stay
in business because they cannot contract for enough production. This
year is the first time that some of them were not able to contract for
their production capacity. Each year this will get worse. Eventually, we
will lose processors, and the canned vegetables market will be taken
over by imports.

© Italians can put tomatoes on the East Coast cheaper than California canners.
South America is already importing a range of other canned vegetables, such
as corn and asparagus.

Clearly, this is a real problem.
Opponents of H.R. 2675 also claim that it would somehow hurt fresh producers.
This is also wrong.

e H.R. 2675 is narrowly tailored. It would not hurt fresh producers.

© First, it would be against the law for us to grow vegetables for fresh markets.
H.R. 2675 would only allow opt out for FAV production FOR PROCESSING.
The production would have to be for processing.

e Penalties for program violations are very heavy—I would be crazy to inten-
tionally violate program rules. (Penalties are equal to twice the per acre value
of the tomato crop produced in violation.)

o

Second, vegetables for processing are not the vegetable varieties produced for
fresh anyway. My family has been growing processing tomatoes for 20 years
and, even though it has been legal to sell them to fresh markets, we never
have.

e They are the wrong variety—not right for the fresh market.

e So, there is no market for them.

e Where there is no market, there is no market distribution system.

Third, H.R. 2675 would just take us back to the 1996 Farm Bill situation
prior to the inclusion of oilseed acreage. Under the 1996 Farm Bill and even
before that, the Midwest processing industry was getting smaller, not expand-
ing.

© There is no way that this would hurt fresh producers.

o

A couple final points. I realize that Direct Payments may be eliminated in the
next farm bill. If that is done, we submit that the restriction on producing Fruit
and Vegetables should be eliminated altogether. Of course, the fruit and vegetables
we grow for processing go to nearby processing facilities, which means jobs in rural
areas. This is important throughout the Midwest. Here in Illinois, there is a
LIBBY’S facility that produces canned pumpkin, pumpkin pie filling and pumpkin
bread from the pumpkins produced by 70 farmers on 8,000 acres. These pumpkin
products have seen periodic shortages in recent years due to several factors, one of
which is the company’s difficulty in contracting enough acres. So, Farm Flexibility
is critically important. The Federal Crop insurance programs for specialty crops
have not received the same refinement and upgrades as have the traditional com-
modity crops and should be scrutinized to offer reasonable protection for the growers
of our nation’s food supply.

Thank you for your consideration of our views.

The CHAIRMAN. Thank you, Mr. Howell.
Ms. Weber, please begin whenever you are ready.
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STATEMENT OF JANE A. WEBER, SPECIALTY CROP
PRODUCER, BETTENDOREF, IA

Ms. WEBER. Chairman Lucas, Representative Boswell, and dis-
tinguished Members of the Committee, I appreciate the opportunity
to speak today about the impact of the farm bill from the perspec-
tive of a small farmer. My name is Jane Weber of Weber Farm, row
crop farmer, specialty crop producer, and farmers’ market vendor
from Scott County in east central Iowa. I serve as a Soil and Water
Conservation District Commissioner in my county to conserve the
soil and improve water quality. There are several parts of the 2012
Farm Bill that are important to our farm, specialty crop producers,
and conservation.

First, the conservation title: the farmland in our area as well as
my own farm historically benefitted from locally-led, incentive-
based conservation practices of CRP, EQIP and various other con-
servation programs. Producers rely on the NRCS for technical help
to develop conservation plans, design conservation practices, make
wetland determinations, and provide guidance on highly erodible
lands. Weber Farm has installed contour buffer strips, filter strips,
grass waterways, tiling, and farmstead windbreak. Conservation
technical assistance, funded by the NRCS, is critical to conserva-
tion practices getting installed through Soil and Water Conserva-
tion Districts in Iowa and to farm bill programs being imple-
mented. Workloads in the USDA Service Centers remain high for
conservation programs, while funding for CTA remains critically
low. Without technicians, NRCS and SWCDs cannot deliver con-
servation programs.

Four years ago the Cedar and Iowa Rivers flooded along with the
Mississippi River, devastating the towns of Cedar Rapids, Iowa
City, Columbus Junction and Oakville in eastern Iowa, along with
the cropland in the water’s path. Where conservation structures
were not in place, soil was carried downstream along with the
floodwaters. However, where two, three or more conservation prac-
tices occurred on farmland, the water damage was not as signifi-
cant. Less soil and water left the area. In other words, the con-
servation practices worked.

Last year, it was the Missouri River that flooded in western
Towa. More conservation practices installed before a disaster may
protect our valuable resources from disaster. In the spirit of mak-
ing the most economical choice, Congress should adequately fund
conservation today to avoid the increased costs of repair tomorrow
and in the future.

Second, the nutrition title: as a farmers’ market vendor, I partici-
pate in the Senior Farmers’ Market Nutrition Program that pro-
vides fresh locally grown produce to low income seniors at the
farmers’ markets. This program has increased the profitability of
producers and is appreciated by the consumers. Each year, I have
inquiries from senior citizens on how to obtain vouchers and I have
observed how the seniors frugally utilize them to stretch through-
out the season. As Iowa’s population is aging, I am seeing more de-
mand for participation in the Senior Farmers’ Market Nutrition
Program. as well as an increasing need per person. In these eco-
nomic times, seniors with fixed incomes are having difficulty eating
nutritiously. Just as good nutrition helps all of us maintain good



127

health, it would be cost-effective to help these seniors eat more
fresh fruits and vegetables for better nutrition to keep them
healthy.

Third, the horticulture title: specialty crops are an important
part of agriculture that allow farmers to diversify. Specialty Crop
Block Grants try to help increase this competitiveness of specialty
crops. In our state, they have supported educational efforts on food
safety, research by our universities and marketing efforts that en-
courage consumers to choose locally grown products. I have written
and received grants for two organizations. I have also served on a
grant review board in our state. The grant process needs to be sim-
plified so that more farmers’ markets may access funds for mar-
keting efforts to encourage consumers to buy fresh produce. These
markets are the front lines in the direct marketing of specialty
crops.

A strong conservation title is important for our production agri-
culture. NRCS and SWCDs are the key delivery system at the local
level. The availability of program funding and the CTA allow the
implementation of conservation practices as long-term investments
in the protection of our natural resources.

Farm policy also must consider the growing consumer interest in
fresh, healthy local food and provide access for low income popu-
lations. Specialty crop producers need a mix of programs aimed at
enhancing profitability and an innovative marketing strategy to
promote specialty crops and to educate consumers. The importance
of passing the farm bill before break allows agencies to be prepared
and producers to plant and make informed business decisions.

Thank you.

[The prepared statement of Ms. Weber follows:]

PREPARED STATEMENT OF JANE A. WEBER, SPECIALTY CROP PRODUCER,
BETTENDORF, IA

Chairman Lucas, Ranking Member Peterson, and distinguished Members of the
Committee, I appreciate the opportunity to speak today about the impact of the
Food, Conservation, and Energy Act of 2008 from the perspective of a small farmer.
My name is Jane Weber of Weber Farm—row crop farmer, specialty crop producer,
and farmers’ market vendor—from Scott County, in east central Iowa. I serve as a
Soil and Water Conservation District Commissioner in my county to conserve the
soil and improve water quality. There are several parts of the 2012 Farm Bill that
are important to our farm, specialty crop producers, and conservation.

Conservation Title

The farm land in our area as well as my own farm has benefited from the locally-
led, incentive-based conservation practices of the Conservation Reserve Program
(CRP), Environmental Quality Incentives Program (EQIP), and various other con-
servation programs. Producers rely on the Natural Resources Conservation Service
(NRCS) for technical help to develop conservation plans, design conservation prac-
tices, make wetland determinations, and provide guidance on highly erodible land
(HEL). Weber Farm has installed contour buffer strips, filter strips, grass water-
ways, tiling, and a farmstead windbreak. Conservation Technical Assistance (CTA)
funded by NRCS is critical to conservation practices getting installed through Soil
and Water Conservation Districts (SWCDs) in Iowa and to farm bill programs being
implemented. Workloads in USDA Service Centers remain high for conservation
programs while funding for CTA remains critically low. Without technicians, NRCS
and SWCDs can not deliver conservation programs.

To protect our lakes and clean up our creeks and rivers from sediment and nutri-
ent delivery, conservation programs are integral to improving water quality. As an
IOWATER volunteer that participates in spring and fall snapshot water samplings
in our county for 9 years, I have seen the results identify conservation needs in the
community that our SWCD was able to help alleviate with conservation practices
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cost shared with landowners. As an Iowa Watershed Improvement Review Board
(WIRB) member, I have seen the partnerships of NRCS, DSC, EPA 319, and WIRB
work together to improve water quality in projects throughout our state.

Four years ago the Cedar and lowa Rivers flooded along with the Mississippi
River devastating the towns of Cedar Rapids, Iowa City, Columbus dJct., and
Oakville in eastern Iowa along with cropland in the waters’ path. Where conserva-
tion structures were not in place, soil was being carried downstream along with the
flood waters. However, where two, three, or more conservation practices occurred on
farmland the water damage was not as significant. Less soil and water left the area.
In other words, the conservation practices worked.

Last year it was the Missouri River that flooded in western Iowa. While the 2012
Farm Bill needs to address Emergency Conservation Program (ECP) as it funds the
technical assistance and rehabilitation of farmland after a natural disaster, more
conservation practices installed before a disaster may protect our valuable resources
from disaster. In the spirit of making the most economical choice, Congress should
adequately fund conservation today to avoid the increased costs of repair in the fu-
ture.

Nutrition Title

As a farmers’ market vendor I participate in the Senior Farmers’ Market Nutri-
tion Program that provides fresh, locally grown produce to low income seniors at the
farmers’ markets. This program has increased the profitability of producers and is
appreciated by the consumers. Each year I have inquiries from senior citizens on
how to obtain vouchers and I have observed how the seniors frugally utilize them
to stretch throughout the season. As Iowa’s population is aging, I am seeing more
demand for participation in the Senior Farmers’ Market Nutrition Program as well
as an increasing need per person. In these economic times, seniors with fixed in-
comes are having difficulties in eating nutritiously. Just as good nutrition helps all
of us maintain good health, it would be cost effective to help these seniors eat more
fresh fruits and vegetables for better nutrition to keep them healthy.

I also participate in the Supplemental Nutrition Assistance Program (SNAP) uti-
lizing an electronic bank transfer (EBT) wireless machine at the farmers’ markets.
Many of the farmers’ market vendors who tried this program at the onset have dis-
continued due to the cost of transactions for SNAP. A client could buy a $.35 zuc-
chini making the transaction fees higher than the purchase. A vendor actually
would lose money after paying the monthly fees and transaction fees that are not
allowed to be reimbursed. If all the costs and transaction fees involving the SNAP
could be reimbursed, more vendors would participate in the program. However, it
may not be cost effective as I have had a month where the monthly fees were higher
than the total sales for SNAP as well. It would take more consumer education to
make this program more beneficial to all concerned.

Horticulture Title

Specialty crops are an important part of agriculture that allow farmers to diver-
sify. Specialty Crop Block Grants try to help increase the competitiveness of spe-
cialty crops. In our state they have supported educational efforts on food safety, re-
search, and marketing efforts that encourage consumers to choose locally grown
products. I have written and received grants for two organizations, the Mississippi
Valley Growers’ Association, Inc. and the Iowa Farmers’ Market Association. I have
also served on the grant review board in our state. The grant process needs to be
simplified so that more farmers’ markets may access funds for marketing efforts at
their local level to encourage consumers to buy fresh produce. These markets are
the front lines in the direct marketing of specialty crops. The current grant process
has become more difficult for a farmers’ market to obtain. A professional grant writ-
er and/or administrator is needed so universities and other organizations with ac-
cess to grant writers are more likely to apply and consequently, receive the grants.

Conclusion

Many farm bill programs have an impressive success rate. A strong conservation
title is important for production agriculture. NRCS and SWCDs are the key delivery
system at the local level. The availability of program funding and CTA allow the
implementation of conservation practices as long-term investments in the protection
of our natural resources.

Farm policy must consider the growing consumer interest in fresh, healthy, local
food and provide access for the low income population. Specialty crop producers need
a mix of programs aimed at enhancing profitability and an innovative marketing
strategy to promote specialty crops and to educate consumers. The importance of
passing the farm bill before break allows agencies to be prepared and producers to
plan and make informed business decisions.
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The CHAIRMAN. Thank you.

I now recognize myself for 5 minutes.

Mr. Asay, let us visit for a moment. You not only are a producer
of feed grains, but you are a consumer of feed grains. And one of
the issues that has come up time and time again in my home area
in the northwestern half of Oklahoma is the question about having
enough grain for beef cattle and pork and poultry operations. Tell
me what your observations in the last few years have been. Are we
meeting the demand, along with our needs for energy production,
are‘)we meeting the demand of our livestock industries in this coun-
try?

Mr. AsAy. Mr. Chairman, the last 2 years, we have had some
tight carryovers. There have been some concerns for pork producers
at times about feed availability. We have made it through the last
couple of years without any major problems. Pork producers have
done a lot of change in diets, use a lot of DDGS to substitute for
corn and soybean meal in the diets to help get through in these pe-
riods and help make the adjustments needed. But there is still con-
cern that sometimes if we have an extremely short crop that the
availability of feedstuffs may be limited if we do not have some
kind of adjustment in the fuel standard.

The CHAIRMAN. Putting your other hat on, Mr. Asay, as a grain
producer as well as a feeder, the number of acres in the CRP pro-
gram, I think reflecting grain prices in the re-enrollments, are com-
ing down slowly. Does that concern you as a grain producer if your
fellow farmers around the country are taking the signal it is time
to produce more and putting some higher quality land back into
production?

Mr. Asay. It ultimately could put some pressure on the grain
prices, but the market is the one making the decision for producers
to bring that out, so I believe it is reacting to market factors.

The CHAIRMAN. Since CRP is, after all, a voluntary participation
program you bid into and stay with a 10 year contract.

Let us touch on one other subject, Mr. Asay, and then I will turn
to some of your colleagues on the panel.

You mentioned H.R. 3798. Some folks describe that as a bill at-
tempting to take a negotiated agreement between a trade group in
one region and an animal rights group, and impose it on the rest
of the country. Is that a fair assessment?

Mr. Asay. I would agree on that assessment. It’s fairly scary to
producer animals to have two groups try to set some standards on
a regulatory issue. I would rather see market factors influence how
animals were raised in this country.

The CHAIRMAN. Fair enough.

Mr. Williams, in your statement, you discuss the importance of
having a reference price and a plug yield built into any revenue-
based program. Could you expand a little bit more on that, why
that matters?

Mr. WILLIAMS. The reason it matters is because if you have con-
secutive bad years, 3 or 4 bad years of either drought or excessive
wet weather, as your yields, your personal yields go down, every
year your guarantees keep going down. So the plug yield would be
something like a county T-yield or something of that nature, and
the price would be somewhere along the revenue price of the crop
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insurance yield that would be there to coordinate with the plug
yields to keep your dollar—your revenue guarantees level.

The CHAIRMAN. Thank you for that very clear and understand-
able explanation for the record. This is a topic being much dis-
cussed in the hallways of Congress these days.

Ms. Weber, you mentioned conservation and your involvement. I
must tell you as a Member of Congress who represents the part of
the great country that probably was more centered in Mr.
Steinbeck’s book in the 1930s than any other—and we will not dis-
cuss what we think of that in northwest Oklahoma, but that is a
whole different subject—we too are very fond of voluntary con-
servation programs. We too are very fond of the upstream flood
control programs and are very focused on rehabilitating those
structures. The chief challenge we have, as was alluded to several
times today, is with the number of dollars available to us coming
down, the tough decisions that we have to make to meet our part
of the overall deficit reduction efforts that the United States House
is prioritizing.

Could you expand for just a moment on why, as you so clearly
pointed out in your testimony, why conservation is a long-term in-
vestment that benefits not just tomorrow but decades from now?

Ms. WEBER. The key word right now is

The CHAIRMAN. And that is called baiting a witness actually, for
the record.

[Laughter.]

Ms. WEBER. The key word is sustainability; whether it is in spe-
cialty crops or other types of production agriculture, sustainability.
The only way you are going to have sustainability is if you have
that good topsoil to produce the product. And if it is going down-
stream in weather-related events and causing hypoxia in the Gulf
and whatever, we are not going to have sustainability. We have to
keep the ground where it is, you have to keep the rain where it
falls in order to have sustainability and good production agri-
culture.

The CHAIRMAN. Well put. If T did not know better, I would think
you were a constituent of the 3rd District of Oklahoma.

I now turn to the outstanding—my time has expired—to the gen-
tleman from Iowa for his 5 minutes. Mr. Boswell.

Mr. BosweLL. Well, thank you, Mr. Chairman. It has been an in-
teresting presentation. Thank you all very, very much. I told the
Chairman I would give up some of my time to continue that last
question about conservation compliance and so on. So you may
want to comment about that.

But I think that is an interesting point there, Ms. Weber, and
I appreciate you coming here representing, seems to me like read-
ing your statement, all aspects of agriculture really, not just one—
specialty crops and production farms and so on at your family oper-
ation.

Kind of brings out the point we may have said earlier, I have
said so often, we are not making more land, we are just making
a lot more people and how are we going to take care of that as we
go down the road. And I think you are kind of thinking about that
apparently from what you have said.




131

I go back to you, Mr. Howell, you talk about your family oper-
ation and so on and wanting to take some of your program land
out to put it in specialty crop. We have not had a lot of discussion
about that, but I have a feeling that quite a few Members of our
Committee would probably object to that, but I do not know that,
we have not talked about it I do not think, have we, Mr. Chairman,
at all? So this is an interesting point.

It seems to me like if I go back to my days when we were start-
ing farmers’ markets and so on, that this was one way to get people
to grow specialty crops. They were not going to have somebody like
me at that time, it was about all I could do, capable of doing, to
row crop. But a lot of people said well, I think I will set this 20
acres aside and use my equipment and I will just produce a whole
lot of onions or a whole lot of this or a whole lot of that. Kind of
got that situation stated. So we may have a whole new discussion
going on here, I do not know.

You have been raising tomatoes a long time and you make your
point: how do we not go back, we are bumping heads again, Mr.
Chairman, where we have people wanting to do different types—
what I have said, there is room for everybody because of the popu-
lation growth and need for food. How do we do that?

Mr. HOWELL. Well, it was not an issue until the 2002 Farm Bill,
when they made soybeans one of the program crops. Before that,
we used the soybean ground and we were free to use that for pro-
duction of vegetables. When they changed that and added that in
as a program crop, that is when it went out of hand. So it is not
really—it is a relatively current short-term problem, but it needs
to be rectified.

Mr. BOSWELL. Let us just dialogue for a minute, maybe it is a
short-term problem and it will solve itself, I do not know. It is in-
teresting, I guess we may hear more about it if this is indicative
of what we will hear in other places. But you know, the farmers’
markets have become a very successful thing, and to start out it
was just seasonal and now a lot of places it is year round. And I
am not sure how they get the produce there in all cases, but never-
theless, it is very, very popular. People want it, obviously. And then
we see what the market is for corn, beans, wheat and so on. There
does not seem to be any problem there, particularly as we have
some of it going into fuels, alternatives, and that nature. I am just
not sure how we get there without destroying something that I
think across the country they are pretty proud of, and that is peo-
ple that are going out and doing the fruits and vegetables and
bringing it to town and selling it fresh on the farmers’ market.

Mr. HOwWELL. I have to apologize, I am not sure I understand ex-
actly where you are going. If you are thinking I am against my col-
league to the left——

Mr. BosweLL. I am not sure either.

Mr. HoweELL.—I would like to have that part eliminated for both
the fresh and the processing and I think that would be fine. And
my suggestion is if you take direct payments away, why there is
really no incentive, in my view, to keep that restriction on. Again,
it just happened in the 2002 Farm Bill when they did that.

Mr. BOoSwWELL. Ms. Weber, would you care to make any comment
in this discussion?
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Ms. WEBER. Basically, for specialty crop producers—let me take
for an example a muscatine grower in Iowa that produces water-
melons. They need a 10 year change on the crop. I mean with most
of things we grow, there is maybe a 3 year rotation. So you have
to have other acreage to rotate it with. So they are renting other
people’s property and like he is saying, without the soybean ground
to rotate to, if that was not clear, he did not have that ground to
rotate to any more because that was part of the program. Is it that
it?

Mr. HoweLL. Well, that is part of it. We have to be responsible
growers, we have to rotate our crops and so we have to have 3
years out before we can grow a tomato crop. And so we need—I am
not sure where the discussion is going again, but we need to have
that extra ground to—soybeans and corn in a way, even though we
raise a lot of them, are a vehicle to allow us to raise the corn and
soybeans and then when you penalize the landowners for letting us
grow those vegetable crops, nobody is going to win.

Mr. BosweLL. I yield back.

The CHAIRMAN. The gentleman yields back. And I would note, if
you listen to my friends on both the left and the right, the direct
payment issue may take care of itself soon.

With that, I recognize the gentleman from Texas for 5 minutes.

Mr. CoNawAY. Thank you, Mr. Chairman.

Mr. Davis, I appreciate your opening comments reflective of what
a food shortage would look like, because most Americans take it for
absolute granted that—well first off, most Americans think food
just shows up at the grocery store by magic. They do not appreciate
the hard work and sweat equity and the risks that you and your
colleagues on the panel and I suspect most folks in this room, take
every day and every year. There is this reliance that you put on
a rational, fully resourced safety net working constantly in terms
of trying to figure out what the best one is and it is in a constant
state of flux.

Previous hearings, we have had people talk about farm labor, we
talked a little bit about child labor, but farm labor in general. None
of you mentioned that in your testimony. Are you adequately, have
a workforce that is adequate to meet your needs, and that is not
an issue in your area? Any of you?

Mr. DAvis. Myself, with my family operation, both my children
are becoming involved with the operation. My son has grown up on
the farm and is now home today taking care of things while I am
here with you.

I think we need, for continuation of development of ability to cre-
ate something, we need that early training program. We send our
children to school when they are 5 and 6 and 4 even but now we
are saying that a child cannot learn how to work until they are 16
or 18.

Mr. CoNAWAY. I guess I was asking comments for adults, maybe
the specialty crop guys, Mr. Howell and Ms. Weber, do you have
an adequate workforce to harvest your crops at the right points in
time?

Mr. HOWELL. No, sir. I think that is a problem with all of agri-
culture, if you really look under the covers. If you think about the
seed industry where detasseling is done, if you think about the
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meat processing area where there is need for workers, livestock
producers in the confinement facilities. There is a bad shortage,
significant shortage and growing shortage of people able and will-
ing to do the work. And I know it is not you gentlemen’s responsi-
bility in this Committee, but the whole issue of the undocumented
workers and the immigration policies is really presenting a prob-
lem particularly for the horticulture, but across the board. And it
is a train wreck getting ready to happen. Everybody wants to play
by the rules and we do play by the rules, but there is a problem
that we just need to face up to and provide us with an adequate
supply of documented labor one way or another through a program
that will let us harvest the crops. In the southern states, Georgia
and those areas, and the Arizona issues, there are problems on
both sides. But agriculture is running out of hand labor.

Mr. CoNAwAY. Can anybody give us an example of where—the
regulatory burden that you have to cope with. We can all talk
about regulations, but specific regulations that you are having to
deal with that are either new and/or antiquated that cost you
money and can you give us some specificity with respect to those
regulations that you think are no longer necessary or were not nec-
essary to begin with?

Mr. Davis. Regulations, one that comes to mind, I understand
that the Secretary has taken this under advisement to make a
change right now, but something as simple as a cover crop on crop-
land. That if I do not plant a program crop to that cropland as its
first crop, it becomes ineligible for program payments. So if I was
to seed a rye grass crop on a cornfield and when I went into my
FSA office to sign up for a farm program, that I would state that
I have it seeded to rye now as a cover crop, that becomes my crop
acreage for that year. Also, vegetables are ineligible, there are
cover crops in turnips and radishes right now that are very bene-
ficial to the ground, great reduction in the necessity of tillage, but
because those crops are planted, it technically makes those crops
ineligible for farm program payments, just based on the rules. So
that is one regulation.

Another regulation that does come into play that I and my fam-
ily, we work closely with my in-laws, I am allowed to have my chil-
dren operate machinery on my farm, but I cannot have my nephew
come onto my farm and operate the same machine, even though he
has the same experience, because we do not have the same rela-
tionship.

Another area that has come into mind of regulations, workmen’s
comp back on the farm has become a serious consideration for me
if I bring in outside labor. That is more of a state issue with the
Illinois workmen’s comp law, but that is another regulation that is
coming.

And also, additionally—we could go on and on—but spraying of
farm pesticides looks to be an issue that is coming to a head here
very shortly that will restrict me.

Mr. CoNaAwAY. Thanks.

It would be interesting, Mr. Chairman, if we could find who in
the Department of Labor actually wrote the farm labor laws, rules
and regulations, to see if they have ever even been on a farm or
could spell farm.
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{Laughter.]

Mr. CoNawAY. Thank you, Mr. Chairman, I yield back.

The CHAIRMAN. The gentleman’s time has expired.

The chair now recognizes the gentleman from Illinois, Mr.
Hultgren for 5 minutes, please.

Mr. HULTGREN. Thanks again, Mr. Chairman.

I mentioned a little bit earlier just the gratitude that I have had
of working with our Senators, I mentioned a couple people from
Senator Kirk’s office. Also, it has been a privilege to work with
Senator Durbin’s office. I also wanted to recognize I think Brad
Middleton and also Bart Ellefritz are here from Senator Durbin’s
office. So thank you so much. Also glad that our acting Director of
Agriculture, a good friend of mine, former colleague in the Illinois
House, Bob Flider is also here as well, so thank you so much for
being here today, and all your work.

Again, I want to thank the panel for your information, it has
been very helpful.

A few questions. Mr. Williams, I wondered if you could—you
have expressed in your testimony frustration over both the SURE
and the ACRE programs. I wondered if you would be able to elabo-
rate a little bit on these issues and speak to how you might rec-
ommend that we could simplify these and make them more bene-
ficial, more useful.

Mr. WiLLiAMS. With the ACRE program, as I understand it,
back—and I also alluded to the fact that I remember back in the
1980s when the prices were very low, the ACRE program would
have worked very well. But we have been blessed to have more ex-
ports so our prices have risen higher, the ACRE program just was
not feasible, it did not pay the producer.

My experience with the SURE program, we have been paid
throughout that. Whenever you get a yield loss and you draw crop
insurance revenue from we will say 2008 crop year, then you will
come back in 2009 and receive payment through SURE the fol-
lowing year. In my personal case, we farm in two counties, we did
have a SURE loss in Hamilton County, but the crop was so great
in White County that it kicked out the Hamilton County loss that
was ineligible. To me—a lot of our landlords carry crop insurance
as well and so because we were blessed to have a great crop in one
county, but we were unfortunate in another county, the county that
had the loss, we should have received the payment on that. And
to me, that does not seem right. I realize the average was there
and for us farming in both counties, we were all right. But the
landlords were penalized because of our success in the other coun-
ty. So to me, that was not very fair or equitable.

Mr. HULTGREN. Thank you.

Mr. Asay, you spoke about the importance of developing a dis-
ease surveillance system and the work that the pork industry has
done in conjunction with USDA’s APHIS and also Centers for Dis-
ease Control. I wonder if you might be able to talk a little bit about
the Comprehensive and Integrated Surveillance System and give
us an update on your progress on that.

Mr. AsAy. We are working to try to update the system. There is
a lot of work that has been done in the event a foreign animal dis-
ease does come to this country, as to what agencies have jurisdic-
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tion over various aspects. At one point, it was thought that we
would destroy the animals and then bury those animals to try to
control disease, but we have seen in other countries that has not
worked—England and South Korea, for example. If we were to
bury animals, we would have to get okay from the EPA at those
sites, that those sites could handle that. So now it looks like we
have to vaccinate and control with vaccine the disease. First off,
you would have to have enough vaccine for that disease on hand
to control that. And also you would have to live with the disease
for a number of years in order to get it under control again.

But we are working, trying to get all the agencies to work to-
gether and I believe right now, the first agency that would have
control would be the Department of Homeland Security to make
sure it was not a terrorist act. And after they ensure that, then it
goes on to the next one. So there are a lot of steps involved, a lot
of agencies involved, a very complicated matter.

Mr. HULTGREN. I wonder if you could give us an update on the
pilot program USDA has been running with hog producers called
the Livestock Gross Margin, LGM.

Mr. Asay. Okay. Actually there was a pilot program created in
Towa a few years ago, in 2008 it expanded to some other states and
last year it just expanded to the 48 continental states. It was set
up—it is a program that uses futures prices to set the expected
margins and uses the price of the hogs minus the cost of the feed
with various formulas, and ensures that margin there. That is the
concept, and it works for producers at times. It has helped in the
management but there is a lot of cost involved in this and we
would like to see some changes where it can insure larger oper-
ations and, as I mentioned, there were 200,000 hogs insured in the
past year. I personally worked with producers to sell about 10 to
15 percent of that insurance. It has been a struggle working with
agencies sometimes to try to clarify things also on this product.

Mr. HULTGREN. My time has expired. I did just want to mention
real quickly, Mr. Howell, I appreciate your information and discus-
sion on the Farming Flexibility Act of 2011, 2012, H.R. 2675. I
know I am a cosponsor along with Congressman Schilling and Con-
gressman Johnson here from Illinois, and I know that would be
something very beneficial to Midwestern farmers and Midwestern
families.

So my time is up, but thank you so much for the discussion. We
certainly will be talking about that some more.

Mr. AsAy. Well, thank you for your help.

Mr. HULTGREN. I yield back.

The CHAIRMAN. The gentleman’s time has expired.

The chair now recognizes for the final 5 minutes of questions, the
gentleman from Illinois, Mr. Schilling.

Mr. SCHILLING. Thank you, Mr. Chairman.

What I would also like to point out is that what is nice about the
Agriculture Committee is that this is truly a red, white, and blue
Committee, it is not Democratic or Republican. And also, a good
friend of ours, Lieutenant Governor Simon has a couple of her folks
here, Christina Rogers and Laura Kissell, we appreciate them
being here today also.



136

I want to go back to Gary, your comment here on a question that
Mr. Hultgren was asking. Do you have some suggestions on how
Congress can strengthen the Livestock Gross Margin insurance?

Mr. Asay. Okay, there are various aspects there. I just recently
learned that the loss ratio on the LGM has been in the neighbor-
hood of .33 to .37. There were some changes this year in the crop
insurance program to try to get corn and soybeans closer to the
1.00 loss ratio. If we can somehow get that loss ratio improved,
that would improve the aspects of the producer making that work
for flhem to actually better protect them for the premium invested
in that.

Also, one other aspect: This insurance is only available on the
last Friday, business Friday, every month from approximately 4:30
p.m. until 8:00 p.m., the following Saturday. Not many crop insur-
ance agents or producers want to mess with trying to figure out the
margin and the premium on the weekend. That has been a limiting
factor also.

Mr. SCHILLING. Very good.

And then can you further tell the story of conservation and its
part of your operation? Can you basically elaborate further on how
programs such as EQIP can be strengthened for us?

Mr. AsAY. Yes. I have benefitted from EQIP funds in the past,
it has helped me invest in manure-hauling equipment. The manure
spreader that I use has a controller on it and a monitor where I
can control how much manure, how many gallons go on per acre.
I also test the soil and the manure for an analysis and use the crop
usage to determine how much manure I apply. It has also helped
me with windbreaks on the farm to try to protect the wind from
blowing through. Also for manure containment facilities. I think it
is a very good program out there and we possibly need to look in
some areas to expand a little bit to better help livestock producers.

Mr. SCHILLING. Very good.

And then, Mr. Davis, recently, there was a nice article in the
Galesburg Register-Mail where a local farmer, David Serven, who
actually is here today, said “Crop insurance to me is the safety net
we need to keep there.” I am hearing this from the majority of
farmers that I talk to.

My time is almost up, but what are your thoughts on strength-
ening crop insurance here in Illinois, sir?

Mr. DAvis. The thoughts of Mr. Asay there on the realignment
of the loss ratio I think would be very beneficial to crop insurance
usage here in Illinois. My county and my own instance, my loss
ratio is .25. If 1.0 is loss equals payback for the premium I am pay-
ing, I am paying substantially more for my insurance than I ever
hope to be able to get back because I do have a low loss. So if that
could be addressed.

Another area is if, as I heard mentioned here just a moment ago,
that direct payments might be curtailed in some way, shape, or
form, there does need to be a safety net somewhere and if this crop
insurance program is an area where we could regain that footing
to put in that floor for support, the most important thing is that
crop gets raised next year, not the crop you are raising this year
that is lost, but raising that crop next year.

Mr. SCHILLING. Very good.
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With that, I yield back my time, Chairman.

The CHAIRMAN. The gentleman yields back his time. The time
has expired for this panel.

Before we adjourn, I would like to invite Mr. Boswell, followed
by Mr. Schilling, to make any closing comments or remarks that
they might have. Mr. Boswell.

Mr. BosweLL. Well, thank you, Mr. Chairman. I kind of measure
how did I think things go on if I had what I know right now, would
I have come to this meeting. Yes, I would.

It has been good to be here in Galesburg and Carl Sandburg Col-
lege. I want to thank all of you for participating today and it has
been meaningful. I think our staff has got a lot of notes we are
going to have to digest but it has been worth coming here and, Mr.
Chairman, I want to thank you for this and Mr. Schilling for being
our host, I appreciate it. Thank you very much.

The CHAIRMAN. The gentleman yields back and I now recognize
our host, Congressman Schilling, for any closing remarks he might
have.

Mr. SCHILLING. Yes, I truly want to thank you, Mr. Chairman,
for just recognizing the great Midwest for who we are, and just giv-
ing us the opportunity to have what I call the final 3 feet, the
farmer to actually have their say. I think one of the most impor-
tant things that we look at is from the Midwest and across the
country when it comes to ag is that we want the farmers to have
the input. We do not want folks that have really nothing to do with
farming making the decisions on how the farm bill is going to come
out.

And T think the biggest take-away that I got today out of this is
that, number one, we need a 5 year bill so that we can give cer-
tainty to our farmers and allow them to just know what cards are
on the table and then, number two, I think of course is the strong
crop insurance.

But I just want to thank everyone who participated, the folks
that set up, also the Agriculture Committee, the folks from Wash-
ington that took time out to be with us today. But just want to say
thank you very much, everyone.

The CHAIRMAN. The gentleman yields back his time and I would
recognize myself to note that I appreciate not only Congressman
Schilling, but both of your Illinois Members, for the good work that
they do on the Committee. And of course, our friends at Carl Sand-
burg College for hosting and helping work with us to make this
possible, and the community for turning out today to listen to what
some folks outside of rural America consider to be the least exciting
topic, but yet it is the most important subject matter for all of our
futures and all of our children’s futures.

And with that again, let me state one more time for the record,
that anyone may submit comments to be considered as a part of
the Committee’s farm bill field hearing record, this will be a part
of the permanent record. Comments submitted to the address agri-
culture.house.gov [ farmbill by May 20, 2012 will be incorporated in
a permanent part of the record. It is important that we have not
just our expert witnesses today, but everyone out there who is in-
terested put their stake into this process.
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With that, I would also note that we, working as a Committee
together, have a very challenging process ahead of us. We intend
to get you a farm bill that we can all support, that you can live
with, that maybe you will not just survive but have a chance to
thrive with. But it is going to be a challenging process. It is going
to be a very challenging process.

And with that, under the rules of the Committee, the record of
today’s hearing will remain open for 30 calendar days to receive ad-
ditional material and supplemental written responses from the wit-
nesses to any question posed by a Member.

This hearing of the Committee on Agriculture is adjourned.

[Whereupon, at 11:25 a.m. (CDT), the Committee was ad-
journed.]
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OPENING STATEMENT OF HON. FRANK D. LUCAS, A
REPRESENTATIVE IN CONGRESS FROM OKLAHOMA

The CHAIRMAN. This hearing of the Committee on Agriculture
entitled, The Future of U.S. Farm Policy: Formulation of the 2012
Farm Bill, will come to order.

Good morning, and thank you all for joining us today for this
farm bill field hearing—which is a very important distinction, I
might add. And I would like to thank Congressman Crawford for
hosting us today.

These field hearings are a continuation of what my good friend
and Ranking Member Collin Peterson started in the spring of 2010.
Today, we will build upon the information we gathered in those
hearings, as well as the 11 farm policy audits we conducted this
past summer. We used those audits as an opportunity to thor-
oughly evaluate farm programs to identify areas where we can im-
prove efficiency. The field hearings serve a slightly different pur-
pose. Today, we are here to listen.

I talk to producers all the time back home in Oklahoma. I see
them in the feed store, I meet with them at my town hall meetings
and, of course, I get regular updates from my personal boss, Linda
Lucas, back on the farm. But the conditions and crops in Oklahoma
are different than what you will find here in Arkansas.

In New York, we heard how specialty crop producers and dairy
producers utilize farm programs. In Illinois, we heard about the
importance of crop insurance for corn and soybean producers.
Today, we will hear from a wide variety of producers from across
the Southeast. I expect we will hear a different perspective than we
got in the Northeast and the Midwest. That is why it is so impor-
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tant that we offer a choice of policy options. The broad range of ag-
ricultural production makes our country strong, but it also creates
challenges when we are trying to write a single farm bill to support
so many different regions and commodities.

While each sector has unique concerns when it comes to farm
policy, I would like to share some of my general goals for the next
farm bill. First and foremost, I want to give producers the tools to
help you do what you do best and that is produce the safest, most
abundant, most affordable food supply in the world. To do this, we
must develop a farm bill that works for all regions and all commod-
ities.

I recognize that the challenges that you face here in the South-
east are different than the conditions facing producers in Illinois or
New York. I also recognize that even within commodities, different
programs work better for different regions. That is why it is vitally
important that the commodity title give producers options so they
can choose the program that best works for them.

I am also committed to a strong crop insurance program. Now I
know that crop insurance, while a valuable tool for many pro-
ducers, does not work as well for producers down here. That is why
offering an array of programs is important and why we must work
with the Risk Management Agency to improve crop insurance prod-
ucts for rice, peanuts and other crops that do not have higher
buyout levels.

Last, we will work to ensure that producers can continue using
conservation programs to protect natural resources. I am interested
to hear how producers in this area of the country use the conserva-
tion programs. I am particularly curious as to your thoughts about
how to simplify the process so they are easier for farmers and
ranchers to use.

Beyond those priorities, I know there are a number of universal
concerns facing agriculture across the country. For instance, my
producers in Oklahoma are worried about regulations coming down
from the Environmental Protection Agency and how they must
comply with those regulations. I am also aware that the death tax
is creating difficulties for farming operations. I want to hear how
these Federal policies are affecting producers here.

Today, we will hear from a selection of producers. Unfortunately,
we do not have time to hear from everyone who would like to share
their perspective. But we have a place on our website where you
can submit those comments in writing to be added to the record.
You can visit agriculture.house.gov / farmbill, to find that form. And
you can also find an address on the postcards available on the ta-
bles that are here.

As I said before, we do not have an easy road ahead of us, but
I am confident that by working together, we can craft a farm bill
that continues to support the success story that is American agri-
culture.

And with that, I would like to recognize our host for any opening
comments he might make. The gentleman from Arkansas, Mr.
Crawford.
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OPENING STATEMENT OF HON. ERIC A. “RICK” CRAWFORD, A
REPRESENTATIVE IN CONGRESS FROM ARKANSAS

Mr. CRAWFORD. I thank the Chairman.

I want to start by acknowledging our FFA chapters that are
here, and if I could get them to stand. The chapters that we have
checked in are Batesville, Weiner, Harrisburg and Manila. Thank
y’all. This is the future of agriculture.

[Applause.]

Mr. CRAWFORD. Thank you for being here, good morning, and
thank all of you for joining us. We are pleased to have this third
of four farm bill hearings here in Arkansas. Great honor to be here
and we are very thankful to our Committee Chairman and to the
Members who have taken time to come and participate—Congress-
man Neugebauer from Texas and Congressman Stutzman from In-
diana, all of whom are my colleagues on the Agriculture Com-
mittee.

As we know, agriculture is the number one industry in our dis-
trict here in the First District of Arkansas—from the Delta, cotton,
rice, soybeans, wheat, peanuts and aquaculture, and up into the
Ozarks, poultry, cattle, dairy, timber products. Annually, agri-
culture in Arkansas is a $16 billion economic juggernaut, employ-
ing over 260,000 Arkansans. And like every industry, Arkansas ag-
riculture comes with a fair share of risk and uncertainty.

In these tough economic times, farmers and ranchers know the
impact of high fuel prices as an input cost. When fuel costs rise,
farmers feel the pinch more than most. Farmers also deal with un-
certainty caused by unpredictable weather, volatile markets and a
continued need for investments in technology. On top of all those
challenges, farmers are constantly wrestling with a myriad of regu-
lations coming from Washington and no agency embodies that bet-
ter than the Environmental Protection Agency. Farmers in our dis-
trict live off the land, they raise their families and earn an honest
living by taking care of our natural resources. If anyone under-
stands the importance of preserving our environment for future
generations, it is certainly those who derive their livelihood from
the land on which they live, and from the water that they use.

With all the challenges our agriculture community already faces,
they should not have to worry about burdensome new regulations
that only serve to cripple American agriculture. Sound farm policy
must incorporate all the tools that America’s farmers and ranchers
need to continue to produce the world’s safest, most abundant and
affordable food supply, and the 2012 Farm Bill must take that into
account. It also must take into account the diverse models of pro-
duction throughout the United States. Unlike what some of my col-
leagues in Congress may think, there is no one-size-fits-all policy
that will work. Agriculture here in Arkansas, and across the South,
is vastly different than say Iowa or Illinois. And therefore, we need
carefully crafted policy that accounts for the differences in cost,
risk and production models. I know I am preaching to choir here
and we are not here to do the talking, we are here to do the listen-
ing. So with that, I want to just really quickly acknowledge some
of the witnesses that are from Arkansas and I am proud to rep-
resent them in Congress.
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I will start by welcoming Dow Brantley from England, Arkansas;
Mississippi County producer Randy Veach; representing the cattle
industry, cattle producer Dan Stewart from Mountain View, Arkan-
sas; Mike Freeze is an aquaculture producer from Keo, Arkansas;
and last but not least, a friend of mine, cotton farmer, also an ASU
grad, David Hundley.

We are pleased to welcome each of you. Thank all of you for
being here, and we look forward to this hearing. With that, I yield
back to the Chairman.

The CHAIRMAN. The gentleman yields back.

The chair would request that other Members submit their open-
ing statements for the record so that the witnesses may begin their
testimony and to ensure that there is ample time for questions.

With that, I would like to welcome our first panel of witnesses
to the table. Mr. L. Dow Brantley, rice, cotton, corn, and soybean
producer, Brantley Farming Company, England, Arkansas; Mr.
Randy Veach, cotton, rice, corn, wheat, and soybean producer, Ma-
nila, Arkansas; Mr. Paul T. Combs, rice, soybean, cotton, corn, and
wheat producer, Sunrise Land Company, Kennett, Missouri; Mr.
Bowen Flowers, cotton, corn, soybean, wheat, and rice producer,
Clarksdale, Mississippi; and Mr. Burch, cotton and peanut pro-
ducer, Burch Farms, Newton, Georgia. Clearly, gentlemen, you are
a diverse bunch of producers.

With that, Mr. Brantley, please begin whenever you are ready.

STATEMENT OF L. DOW BRANTLEY, RICE, COTTON, CORN, AND
SOYBEAN PRODUCER, BRANTLEY FARMING COMPANY,
ENGLAND, AR

Mr. BRANTLEY. Chairman Lucas and Members of the Committee,
I would like to welcome you again to the State of Arkansas; and
Congressman Crawford, thank you for convincing the Chairman
that Jonesboro was the place to hold this hearing. Thank you again
for holding this hearing on the reauthorization of the farm bill. I
am honored to have the opportunity to offer testimony before the
Committee——

The CHAIRMAN. Mr. Brantley, if you do not mind, swing that
microphone towards you.

Mr. BRANTLEY. Is that better?

I am honored to have the opportunity to offer testimony before
the Committee concerning my views on current farm policy and the
changes needed.

My name is Dow Brantley. My farm is located in central Arkan-
sas near the community of England. We grow rice, cotton, corn,
soybeans and I farm in partnership with my father, mother, two
brothers and our families. Due to the hard work of my grand-
parents and parents, our family farm has grown from just a few
hundred acres in 1946 to around 8,500 acres in row crop production
today. I am pleased to serve as Chairman of the Arkansas Rice
Federation and the Arkansas Rice Producers’ Group as well as a
board member for many other agribusiness associations in the
state, but I offer my testimony today from my perspective as a
farmer, and not on behalf of any one organization.

As I stated earlier, my farm is diversified, but rice is one of our
primary focuses. It is worth noting that Arkansas grows rice on ap-
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proximately 1.3 to 1.5 million acres each year, which is nearly V2
of the entire U.S. rice crop. Rice product, transportation and proc-
essing play important roles in the state by providing thousands of
jobs in what is referred to as the Mississippi River Delta. Rice is
the state’s second highest value commodity and the top agricultural
export.

The bigger challenges facing the U.S. rice industry are challenges
over which farmers have no control. They are decisions taken by
governments—our own Federal Government and the governments
of nations around the world. Some examples include:

Brazil’s export program that provides $60 per ton export subsidy
for rice to Central America, Haiti, Nigeria and to the U.S.

Thailand’s intervention price program is the equivalent of $10.00
per bushel, while the U.S. market price, here in the U.S., is around
the $6.00 per bushel range.

India, one of the world’s top rice exporters, subsidizes the cost of
fertilizer and other inputs for its farmers.

Iraq’s unreasonable import specifications have contributed to a
77 percent drop in sales of U.S. rice to that country.

Access for U.S. rice was excluded from the so-called South Korea
Free Trade Agreement because they consider it a sensitive crop.

China has yet to accept imports of U.S. rice as a result of China’s
lack of phytosanitary requirements.

And the U.S. Government continues an embargo that was put
into place more than 50 years ago against trade with Cuba, once
the number one export market for U.S. rice.

These trade policies and the increased cost of inputs, especially
fuel and fertilizer, over which the U.S. farmer has no control, can-
not be covered by a one-size-fits-all program.

The U.S. rice industry is seeking risk management tools that will
allow rice farmers to secure their production loans and to repay
loans should forces over which they have no control lead to an in-
crease in input costs or decline in rice prices which makes U.S. rice
less competitive.

Not providing such a policy option threatens not only U.S. farm-
ers who grow rice, but thousands of Americans who transport, proc-
ess and market U.S. rice across the nation and around the world.

Crop insurance as a whole has not worked on my farm or many
others like ours in Arkansas. Our farm is 100 percent irrigated,
and on average our yields are very consistent. Our financial prob-
lems occur with higher production costs due to irrigation or as a
result of a weather event in the fall that disrupts our harvest and
affects the quality of our crops. These circumstances cannot be
hedged.

I believe Congress should reauthorize the farm bill this year for
at least 5 years.

I understand that the budget situation facing this Committee is
a key consideration in the development of the farm bill. These
budget pressures, coupled with the outcome of the U.S.-Brazil WTO
case means some farm policies must be modified to satisfy both
budget constraints and specific trade objectives.

Some key components of the farm bill should be maintaining
planting flexibility that began with the 1996 Farm Bill and the



144

countercyclical policies that have been in place for more than a dec-
ade now.

Given the aforementioned budget pressures and other consider-
ations facing Congress, I believe that the following priorities rep-
resent the needs of producers for crops here in the Mid-South:

First, the trigger levels for assistance should be updated to pro-
vided tailored and reliable help should commodity prices decline
below today’s production cost and should include a floor or ref-
erence price to protect multi-year low price scenarios.

Second, as payments would only be made in loss situations, pay-
ment limits and means tests for producers should be eliminated, or
at a minimum not tightened any further.

And third, the Federal Crop Insurance Program should be im-
proved to be a more effective risk management for all crops in all
production regions, beginning with the policy development process.

We support the funding of our land-grant universities through
the research title, particularly the formula funding like the Hatch
and Smith-Lever Acts that enable our universities to deliver initia-
tives that are so important to our states.

In summary, I appreciate the work of this Committee in crafting
the 2008 Farm Bill, and more recently the recommendations devel-
oped last fall with your counterparts in the Senate. I know devel-
oping this next farm bill will p