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Secretary Johanns looks ahead to the 2007 Farm Bill

Drawing from awealth of feedback gathered during dozens of farm bill forums, Agriculture
Secretary Mike Johanns plans to offer very specific farm bill proposals early next year. That's
despite advice from some GOP lawmakers and other farm policy analysts that the Secretary
should offer only broad themes and concepts.

In aone-on-one interview about his farm bill proposal and other issues last week, Johanns said,
“The whole ideaisthat the House and Senate Agriculture Committees can literally take what
we put on their desks and say, “OK, we're talking about this issue today. These are the points
the administration is offering in terms of what they think we should be doing here, whether it is
conservation, rural development, commaodities, and nutrition--- whatever it is...”

As for timing, Johanns
says he had planned to
release thefarm bill
proposals in January,
but it “could very well
dlip” into February.
“These things always
take alittle bit longer,”
he added.

Although Johanns
avoided setting a
specific date, USDA’s
farm bill package could
be released at about the
same time as President Bush's 2008 budget in early February, which would aso provide a
clearer indication of funding priorities. If that would occur, the farm bill proposal would be
made available after the Congressional Budget Office (CBO) makes public its first revisions of
the farm bill budget baseline (expected during last week of January) and before the March
2007 CBO baseline release--which will be used to score the 2007 farm bill.

Despite his desire to unveil anew package of proposals, Johanns said that 2002 farm bill was
working as intended. “Philosphically, the 2002 farm bill was based on the premise that, if



prices are high, the payments under the program would be less. That’s what the ’ 02 farm bill
was al about.”

However, he emphasized that, “the dynamics are so different than 2002, commodity prices are
very high for most program crops. We're seeing corn prices we haven't seen in along time,
we' re seeing soybean prices that are very good. We' ve even seen strength in rice prices and
wheat prices set a 10- year high recently. It’s quite aremarkable time in terms of prices.”

Another different dynamic is the potential impact of a World Trade Organization (WTO)
challenge. “ The peace clause expired afew years ago, so all of us are fair game in terms of
WTO challenges. Johanns cited ongoing concerns associated with the Brazilian petition against
the U.S. cotton program, despite changes that have already been made regarding the Step 2
provisions.

“They made it clear that what they are redlly interested in is the marketing loan and the counter
cyclical programs---common to all of our commodity programs. So we certainly need to factor
that in.”

Trade for farmers and ranchersis hugely important, added Johanns. “ The statistics are clear:
We export 80% of our cotton crop, 50% of the rice crop, every third row of row crops, etc.
Trade isimportant to agriculture. As we are debating the farm bill, we believe we will hit
another record in trade, $77 billion dollars---which isjust remarkable. | don’t think any farmer
wants to jeopardize that.”

Asked if there was anything new to report on the DOHA round of world trade negotiations
after hisrecent visit to India, Johanns said there have been no breakthroughs, but discussions
have gone through a“valuable phase.” Since the talks were suspended in July, (U.S. Trade
Representative) Susan Schwab and | said there would be a period of quiet diplomacy. She has
been all over the world talking to trade ministers and such.

“The talks have been encouraging. | do believe the world is committed to this (DOHA) round.
| do believe people throughout the world are trying to figure out what'’ s the right combination
to unlock this round and move it forward. If nothing else, we kind of took our temperatures
around the world and decided we do want the round to be successful. Now we just have to
figure out how to make that happen.”

Focus on conservation, rural development, energy

Whenever Secretary Johanns talks about the 2007 Farm Bill, he most frequently mentions
conservation, rural development and renewable energy. Noticeably absent from most of his
discussions: the commodity title.

Last week was no exception, when both Sen. Tom Harkin (D-1A) and Secretary Johanns
emphasized the importance of conservation and rural development and the Secretary noted that
these are areas “where philosophically we share many of the same goals.” Asked to share what
specific types of conservation and rural development programs would look like, the Secretary
declined to offer anything more than broad themes at this time.



“Some of the things (Sen. Harkin) has been interested in his career are some of the things we
heard about during the farm bill forums. Working lands conservation was a concept that came
up with some degree of regularity. He's also made the case that, conservation programs, done
correctly, are WTO compliant. I’ ve said that on numerous occasions. a conservation program,
correctly done, is going to be a program where you don’t have to worry about aWTO claim.

Noting that both he and Sen. Harkin both came from the same state, Johanns emphasized that,
“what is happening in lowais pretty characteristic of what’s happening in rural states. Now
about 85% of the income from agriculture is off-farm income. It’ s people working in town. The
importance of that statistic to me and to him and to everyone working on the farm bill is that
rural economic development, job creation, investment in infrastructure, those kinds of things,
really create a quality of life that isterribly important for farmers and ranchers.”

“Often times, one or both of the spouses will be working in town. Why? That’s where the
health plan can be funded, that’ s where there' s some opportunity for aretirement plan. That’'s
the closest you can come to a predictable sort of income. All of those things are really
important, and so | think that’s why, when we were out in our farm bill forums, the support for
rural development was unanimous in the forums | did.”

Will Johanns propose new programs or simply promote more funding for existing programs?
For example, the Conservation Security Program which was originally proposed by Sen.
Harkin, never achieved the full funding that was authorized in the 2002 Farm Bill and has been
implemented only on alimited, watershed basis.

“Great question. Don’t think I’d even propose to answer that for alittle while. Just ssimply
because we haven't finalized our specific proposals and Sen. Harkin is still working on some
specific ideas.” He added, “In Washington, there will always be people who say you need
more money. That’ s kind of the nature of the beast.”

What about the ener gy title of the next farm bill, a topic that both of the new House and
Senate Agriculture Committee chairmen haveindicated will bea priority in the next
farm bill?

"For the last 20-25 years, other than last 3-4, the jury was very much out on ethanol. That has
really changed and the economic dynamics for corn-based ethanol have been very positive over
the last couple of years.

“| believe in the president’ s agenda. Let’s keep moving to try to create as much independence
from foreign oil. That bringsin the question of cellulosic ethanol. How best to encourage that. |
think we'll live to see aday, if this continues, it’s possible afarmer who traditionally would
raise hay, soybeans or corn, may say: ‘My best investment here is switchgrass.” Now wouldn’t
that be interesting?

“That gives the farmer greater opportunity, greater diversity and maybe greater return on their
investment and that’s all very exciting. What | think is also very exciting isthat | know every
gallon of ethanol we produce is one gallon less of gasoline that has to be produced from
foreign oil. And to me, that’ s positive.”



Will you continue to support the current ethanol tax credit and the tariff on imported
ethanol?

“I"ve historically supported those, but | have to tell you what alot of people are saying. Thisis
avery dynamic industry. | made a speech many years ago to the ethanol industry, in which |
said, “When you are economically independent in making a profit, that’ s the day we proclaim
success.’ | believein that. | don’t believe farmers want to farm for subsidies of any kind. |
believe they want to farm for the marketplace.

“So we need to constantly look at these issues and decide what is the best approach and how
we best address those. I’ ve been encouraging that for many years, since | was chairperson of
the Governor’s Ethanol Coalition, and would encourage agriculture to continue to do the same.
Isthere apoint at which thisis an economically independent industry? For me, that will be
great success. In the last few yearsit has been.

“What does that indicate for the future? It could indicate alot of different things, but one
strategy that is important is how do we take the next step. How do we fund cellulosic ethanol
research and how do we encourage that dynamic to occur because that will translate into a
better situation for our farmers? Let’s keep growing in our policy development here for the
future.”

Will farm bill proposal include something specific to encourage the cellulosic ethanol
industry?

“It'stoo early to tell what specific proposals are, but | will tell you | believe there will be a
strong energy titlein the next farm bill. Thereisalot of support on the Hill. Thereisalot of
support at the administration level. What | learned in those many farm bill forums talking to
farmers and ranchers, it’s got alot of support in the countryside.

“We certainly hear about the high price of corn and itsimpact on pork, cattle, and poultry, but
we have alot of support for energy when we went out to the country and talked to farmers.”

Do you foresee any type of program to compensate the livestock industry for higher
commodity prices?

“Thelivestock typically does not want to be compensated with federal subsidies.
| will tell you that thisis an industry that’s been hugely independent. They haven't been
subsidized with cash subsidies and they are not coming in here and saying, ‘I need subsidies.’

“| do believe you will here more and more from that industry and | think it will be part of the
farm bill debate. They are asking for alevel playing field.

“Keep in mind, some of our livestock producers are corn growers or soybean growers or wheat
growers. They are not exclusively livestock producers. So they are on each end of the
spectrum, they are getting a great price for their corn, but that price impacts the cattle that they
feed. They just want alevel playing field between the commaodities and the meat industry.



What arethetop three or four accomplishmentsyou are most proud of thisyear?

“First of all, the day to day operation of what we do in keeping the department running. Those
aren’t the things that make the front page but they are very important.

“Our outreach effort to build afarm bill based upon what we heard from farmers and ranchers.
It'sunique. | enjoyed it. I’m very proud of what we did. I’'m very proud that, not only did we
listen to farmers, we put up on our web site what they told us, spent the time to organize what
they were saying. So anyone who wants to study what | heard in the farm bill forums can go on
the web site. ( www.usda.gov)

“I"'m very proud of the fact that we took their themes: conservation, risk management, rural
development, young people entering agriculture, and we built---through our economists here---
-analysis papers, filled with great information that | think will be of huge assistance as
Congress starts to write the farm bill.

“| am proud of the work we do in trade. Certainly beef getsalot of attention, but we' ve dealt
with so many trade issues this year. We dealt with the GE rice situation. The ability for a
commodity to sell itself into the international marketplace may be the difference between profit
and loss for producers all over the country.

“Thisisn’t on the front page anymore but we continue to do very good work here on avian
influenza. This has the potential to be a huge problem worldwide for human beings. Our work
was very involved, very comprehensive. I’'m very proud of my staff who have worked on that.

“Onelast thing: | continue to be enormously proud of what happens here everyday with
employees at USDA. In this USDA family there are 110,000 employees at any given time.
People love this department. I’m very proud of the work they do. They are hardworking, they
are dedicated to their mission.

“| arrive here every morning about 7:00 am and | am met by people who have a smile on their
faces and they want to know what 1’ m thinking about. | could walk you through the halls today
and you will walk out of this building with a very warm feeling about what these people are all
about. Thisisn't going to be on the front page of any newspaper, but what these people do here
would make any person proud. And it makes me especially proud because, at the moment, I'm
their Secretary. | have very deep affection for the people here. They are good, solid people.”
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