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Chairman Etheridge, Ranking Member Moran and members of the subcommittee, thank you for the opportunity to testify regarding our proposal to amend the program crop provisions of the Farm Security and Rural Investment Act of 2002. My name is Tom Buis and I am the President of the National Farmers Union.  I commend you for holding this important hearing and look forward to working with you to craft an efficient and effective 2007 Farm Bill.

NFU is proud to be an organization whose policy positions actually come from producers.  Polices are written on local, regional, state and then on the national level. Last year, NFU held a series of farm bill listening sessions around the nation to gather input from farmers, ranchers and people who live and work in rural America.  Our policies were formally adopted at our annual convention in early March of this year.  

The general principles for the next Farm Bill as approved by our convention state that the independent family farmer and rancher owned and operated food, fuel, and fiber production is the most economically, socially, and environmentally beneficial way to meet the needs of our nation.  We recognize that the economy of rural America continues to face the challenges of increasing input expenses, weather-related disasters and inadequate market competition.  We are concerned the 2002 Farm Bill suffered disproportionate budget reductions during the 2006 budget reconciliation process and year appropriations bills, despite saving more than $23 billion as a result of the commodity title.  As part of the next farm bill, NFU encourages Congress to establish programs that return profitability and economic opportunity to production agriculture and rural communities.

Without a doubt, the number one priority for the new farm bill should be profitability. Profits from the marketplace are where every farmer or rancher wants to receive their income – not from the government.  Specifically, we support a new Farm Bill that includes the following provisions:

· A farm income safety net that uses counter-cyclical payments indexed to the cost of production to support family farmers during periods of low commodity prices;
· A farmer-owned Strategic Biofuels Feedstock Reserve tied to the needs of producers who utilize agricultural products, livestock feed consumers and food manufacturers, which protects against years of poor crop production, with storage payments set at levels equal to commercial storage and adequate release levels that encourage fair market prices;
· A renewable energy title that makes energy independence a national priority, one that prioritizes and facilitates farmer, rancher, and community ownership of renewable energy and value-added projects, including ethanol, biodiesel, and farmer and community-owned wind energy; 

· A comprehensive competition title that addresses current anti-trust practices and ensures anti-trust laws will be enforced;
· A permanent disaster program, funded from the general treasury in the same manner as other natural disasters so that agricultural disaster assistance does not require “offsets”;
· A conservation title that provides adequate funding to support the authorized programs, as intended by Congress.  The title should include full funding for the Conservation Security Program, substantial increase in the funding for the Natural Resources Conservation Service (NRCS) technical services to assist farmers and ranchers in the development and implementation of conservation cost-share programs; 

· A strong nutrition title to help provide basic food and nutrition needs for citizens of all ages, especially our young, elderly, and physically handicapped; 

· Dairy programs that include a strong safety net and a supply management system to protect producers from a market collapse.  Dairy prices should reflect cost of production shifts for producers;
· A rural development title that helps farmers, ranchers, and members of the rural communities develop new and better economic opportunities to support and build the economic base of rural America.

· New resources and other efforts to add differentiated value to family farms for the sustainability and competitiveness of specialty crops, livestock and seafood; and
· Budget scoring that is not based upon World Trade Organization (WTO) methodology.

A New Counter-Cyclical Program with Permanent Disaster Assistance Could Save Money

Most would agree that the 2002 Farm Bill has worked well.  The irony is that the program worked so well, relying primarily on the counter-cyclical nature of the program, that it did not actually expend the resources contemplated.  As a result, under current budget guidelines, Congress has a reduced budget baseline for which to write the 2007 Farm Bill.  It is a shame that budget rules short change fiscally responsible programs such as the 2002 Farm Bill.  The 2002 legislation actually saved billions of dollars while producers received their income from the place they want to -- the market.  If all federal programs were as fiscally responsible, we would have a budget surplus, not a deficit.
Since this subcommittee and Congress are faced with crafting a new farm bill with significantly diminished resources, it appears that we will not have the resources to keep the current safety net.  When it became apparent that the budget baseline for commodity programs would be less, NFU started looking at other alternative safety net proposals that would cost less, but still provide the same level of support as the current commodity programs.  We commissioned an economic study that looked at adding a cost of production component, set at 95 percent of the cost of production, to a purely counter-cyclical safety net.  
This proposal allows for increased input costs to be reflected in a counter-cyclical payment in the event that prices drop below a certain level.  It would guard, for example, against sharp increases in energy prices like we witnessed in 2005 and are seeing again this year.  

According to the economic analysis and modeling conducted by Dr. Daryll Ray, at the Agricultural Policy Analysis Center, University of Tennessee, the proposal would provide the same level of safety net as provided by the current farm bill, plus save $2 to $3 billion per year.  This level of protection and savings is achieved because it would only provide federal assistance if commodity prices are low, and would eliminate the difficult to defend direct, de-coupled, guaranteed payments of the current program.  Direct payments are difficult to defend when prices are high; when prices are low, the direct payment isn’t adequate protection for producers.

The University of Tennessee study, which used the February 2007 USDA Baseline updated to include the March 30, 2007 planting intentions, documents that the amount of savings under this proposal could also provide the resources to fund a permanent disaster program and allow other saved resources to be used for high priority programs.  

NFU considers permanent disaster assistance a critical and inseparable part of an adequate safety net. We urge Congress to approve a permanent disaster provision so that ad-hoc disaster legislation becomes a thing of the past.  Producers need some certainty.  But again, under the proposal suggested, the savings from the direct payments can be used for the cost of production based counter cyclical program and a permanent disaster program and still yield savings.  These savings could be used for priorities such as renewable energy, conservation, specialty crop producers, rural development and research.
I will be providing the subcommittee and full committee with additional information related to this study, but it is our hope that the proposal will be seriously considered.

Dairy

With regard to dairy, NFU believes that Congress should:
· Establish a one percent loan program for dairy producers who lose their milk checks due to a financial default by a milk marketer. The fund should extend low-interest loans to producers for the amount of money lost in the default for a term of up to three years.

· Mandate commodity promotion programs board of directors be elected by producers that are assessed to fund the program. USDA’s Office of Inspector General should investigate whether the National Dairy Promotion and Research Board has violated rules by approving grants/loans to wholly-owned subsidiaries of the cooperatives to which they belong.

· Immediately cease all imports of Grade A dairy products that do not meet the same high standards as met in the U.S. 

· Prohibit imports of dairy and meat products from any nation with an active outbreak of Foot and Mouth Disease (FMD); and maintain a one-year prohibition of imports from any country following an announcement of eradication of FMD.

· Make adequate reforms to the Federal Milk Marketing Order (FMMO):

· Enforce rules of the FMMO to ensure adequate competition exist in all Orders;

· Include California and all areas of the U.S. into the FMMO system.

· Require USDA to act upon the mandate found in U.S. C. 7 Chapter 26, Subchapter III, Section 608c. 18 to adjust milk prices within the FMMO system based upon regional grain prices;

· Reject efforts to increase the manufacturer’s make-allowance, which would reduce producer income at a time when producer income is declining.

· Require all foods and commodities utilized in federally-subsidized nutrition programs, including the School Lunch Program contain only domestically-produced dairy products and ingredients that have been certified as safe under FDA’s Generally Recognized as Safe program (GRAS).

· Require dairy products provided to members of the Armed Services be supplied by U.S. producers and processors, as an effort to create additional marketing opportunities for U.S. producers while reducing the potential for bioterrorism and further promote domestic dairy products.

· Full reinstatement of dairy products of the Women’s Infants and Children (WIC) program.

· Extend the MILC program to expire in tandem with the remainder of the 2002 Farm Bill programs and fully restore funding levels and to be considered in the 2007 Farm Bill.

· Immediately pass legislation to address the rapidly increasing imports of MPC and other protein concentrates that distort the U.S. milk market.

· Prohibit the Food and Drug Administration from changing the definition of milk for cheese, ice cream and any other dairy product, which would reduce the nutritional value of those products and have a devastating economic impact on American dairy producers. 

· Immediately investigate and review reporting procedures for the values of nonfat dry milk from July 2006 to present and establish an indemnity fund to compensate producers that have lost revenues from proven and documented incidents of under-reporting nonfat dry milk values.  Both USDA and the California Department of Food and Agriculture should review pricing programs to assure dairy commodity values are accurately and fairly reported.

NFU Dairy Summit

On March 23, NFU hosted a Dairy Summit for producers to have an opportunity to collaborate and unite as development of future dairy policy is considered.  A past history of geographical differences had resulted in a policy divide among producers.  What our dairy summit revealed, was that dairy producers face similar challenges regardless of size or geographic location, and that producers can work together in order to develop proactive solutions to the challenges we face.  

More than 20 producer organizations participated in the Summit and agreed upon set of principles, which I hope resonate during consideration of the next farm bill.  The principles include:

· Return on investment greater than cost of production, plus a profit from the market as a result of public policy.


Options to achieve principle:

· Establish efficient transmission of price signals.  Today’s dairy market is non-functioning with an imbalance of buyers and sellers.

· Restore competitive price discovery mechanisms through market reform or revise the basic pricing formula to include producers’ cost-of-production.

· Continuation of a counter-cyclical safety-net.

· Establish safety-net support price that is fair and equitable to all producers.

· Immediately address the unlimited imports of dairy proteins flooding the U.S. market, by passing legislation such as the Milk Import Tariff Equity Act.

· Reform Federal Milk Marketing Order system.

Options to achieve principle:

· Incorporate California and all regions of the country into the FMMO system;

· Correct pooling/de-pooling provisions;

· Eliminate bloc voting;

· Allow “no” vote on amendments, yet maintain Order;

· Do not place financial burden of transportation onto producers;

· Eliminate processor make-allowance.  If not eliminated, the make-allowance should be variable and tied to producers’ cost-of-production; 
· Establish three-part pricing formula to include: producers’ cost-of-production, the Consumer Price Index and the Chicago Mercantile Exchange; 

· Resolve distribution and supply management challenges;

· Prohibit forward contracting;

· Restore competition to a non-competitive dairy market.  A lack of competition at the retail and processor levels breeds a need for policies to support producers.

Options to achieve principle:

· Support funding for academic antitrust research;
·  Require the NASS survey to be audited periodically;
· Intensify review process for proposed mergers;
· Promote smaller coops and increase oversight of coop management to ensure interests of producers are met; 
· Maintain standards of identity on dairy products and move to increase standards to be “closer to the cow” by raising the fat content in fluid milk.

Other Challenges
NFU supports the continuation of the current sugar program for our nation’s sugar beet and cane producers.

I am pleased that there appears to be a majority in Congress who want to ensure that the 2007 Farm Bill will be written in Congress and not at the World Trade Organization.   Agricultural trade has been a losing battle for our nation and especially for farmers and ranchers.  While agriculture exports have risen, agricultural imports have risen at a far greater pace.  We are just barely a net agricultural exporter and many suggest that we will soon import more agricultural goods than we exports.  
The trade agreements that have been approved and are in place may have assisted international food conglomerates, but family framers have lost out.  Trade policies have pitted farmer against farmer throughout the world, in a race to the bottom.  It has been a race to see who can produce the cheapest food regardless of environmental, labor or health and safety standards.  The race must stop.  
Mr. Chairman, I again thank you for holding this hearing and for the opportunity to testify.  I would be pleased to take any questions at the appropriate point and look forward to working with you and all members of the subcommittee to craft a thoughtful new farm bill for our nation. 
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