PAGE  
8

Prospects for a New Farm Bill
DRAFT Remarks by Bruce I. Knight, Under Secretary for
Marketing and Regulatory Programs

USA Poultry & Egg Export Council
Annual Meeting
New Orleans, LA
June 22, 2007
(22 minutes)

Thank you, Jim (Sumner).  It’s good to be in New Orleans, and see the progress the city has made since Hurricane Katrina.  And the temperature—and humidity—are about the same as what Washington’s been experiencing this week, so I feel right at home.
Globalization
This is an exciting time for agriculture.  Over the past several years, we’ve seen a tremendous amount of change—and the pace of change has speeded up as well.  Our world has become smaller, even as our responsibilities at USDA have grown larger.

We can certainly empathize with Dorothy when she landed in Oz and told her dog, “Toto, I’ve got a feeling we’re not in Kansas anymore.”

The fact is, USDA staff are still in Kansas, but they may also be in Kazakhstan, Kuwait and Korea.  Globalization has changed the landscape of our world significantly—and forever.  As economic writer Thomas L. Friedman puts it, “The world is flat.”

That’s good news for exporters.  It means the marketplace is open from Manila to Moscow to Mexico City.  The border is no longer a barrier to international commerce.
However, there are other barriers.  Some of them are legitimate concerns about disease like Avian Influenza, but others are flimsy and phony excuses to limit trade.  At USDA, it’s our job to work with our partners like USAPEEC to sort the wheat from the chaff.  

We must continually press our trading partners to drop unrealistic or impossible expectations while helping them identify real concerns and establish reasonable measures to safeguard animal health.  We want other nations to develop the capacity to establish science-based rules that set forth objective criteria for imports.  For example, we’ve been working with USAPEEC to discourage our trading partners from: 

· Shutting down trade based on reports of low path AI

· Imposing scientifically impossible standards, such as Chile’s policy of zero tolerance for salmonella, or

· Applying inconsistent standards, such as El Salvador’s willingness to import breeding poultry and hatching eggs but barring poultry meat or table eggs.

Science-Based Standards
At the same time, we need to establish sensible, science-based standards to protect American agriculture from foreign animal diseases and pests—and we need to encourage our trading partners to do likewise.  
Last month I spoke to representatives of developing nations about the importance of working together, through CODEX, to provide input on international standards for wholesomeness and quality to make trade transparent and fair.  As you know, it’s important for countries to be part of the standard-setting process—examining the science and developing standards that are practical, reasonable and realistic.
Last fall, USDA applied for international recognition of our efforts to minimize the risk of BSE among the U.S. cattle herd.  In May, we received a designation of “controlled risk” from the OIE—the World Organization for Animal Health.  This is essentially a clean bill of health based on a scientific assessment of risk using internationally agreed upon standards.  Any nation that recognizes OIE standards now has no scientific reason to block imports of U.S. beef—of any age.

At the same time, we are moving forward to harmonize U.S. standards with OIE standards with a rule expanding the list of allowable beef imports from countries with minimal risk of BSE—specifically Canada.  That’s the first step.  Once that rule is in place, hopefully this fall, we’ll move forward with general rules to bring all U.S. standards in line with international requirements.  Our goal here is to lead by example, to encourage our trading partners to get their standards on a sound scientific footing, based on international standards.
Doha Talks
I know many of you are interested in the Doha talks.  I wish I had better news to share with you.

But Secretary Johanns and Ambassador Susan Schwab issued a statement late yesterday from Potsdam, Germany, expressing deep disappointment with the outcome of this week’s negotiations.  At this point, talks have broken down.  

For six years, we’ve been pursuing an agreement intended to spur economic growth and development—especially in the poorest nations.  But that can only happen if developed and advanced developing countries open their domestic markets.

The U.S. is committed to achieving an agreement—make no mistake about that.  Our negotiators went to Potsdam with high hopes.  We’ve worked tirelessly throughout this process and this past week towards that end and sought to be flexible.  But the efforts this week to open markets to new trade, particularly in manufactured goods, didn’t produce consensus.  

The EU and the U.S. were prepared to make significant concessions, but there was a lack of flexibility, even rigidity, as Ambassador Schwab described it among the advanced developing countries who were present for the talks.

Secretary Johanns reported that negotiators for agriculture were negotiating successfully on the numbers for domestic support and reached consensus for food aid.  There was progress on the third pillar—market access.  Secretary Johanns said specifically that the EU “came to the table to negotiate, they showed flexibility, they really worked to try to achieve an agreement.”  

But Brazil and India were not on board in other areas.  As Secretary Johanns put it, “We were zeroing in on things, and although I will tell you very clearly that we hadn’t reached an agreement, we were very clearly within sight.  It didn’t happen.  The talks, because of the rigidity of Brazil and India, broke down.  But I thought we’d made more progress in the last couple of months than we’d made in the last couple of years.”

Secretary Johanns characterized the numbers Brazil and India proposed for manufacturing market access as “so out of the realm of possibility” that he questioned whether they were really serious about negotiating at all.  

Nevertheless, both Secretary Johanns and Ambassador Schwab emphasized that the U.S. hasn’t given up.  We know the U.S. benefits from the World Trade Organization’s rules-based multilateral trading system.  We sell $78 billion worth of our agricultural products into the international marketplace.  Despite the lack of agreement this week in Potsdam, Secretary Johanns and Ambassador Schwab are planning to travel to Geneva to take discussions further with other interested countries, with the chairs of the negotiating committee and with WTO Director General Lamy.

Avian Influenza
I want to touch just briefly on what we’re doing on avian influenza.  USDA has a four-pronged effort to combat AI:
1. Keeping the threat offshore by aiding affected nations through the International Partnership on Avian and Pandemic Influenza.  We’re also working through the United Nations’ Food and Agriculture Organization and the World Organization for Animal Health (OIE).

2. Conducting a pro-active messaging campaign—“Biosecurity for the Birds” to educate the public and poultry owners about AI.
3. Partnering with states and other federal agencies—to conduct an aggressive surveillance program focusing on wild birds, the live bird marketing system, backyard flocks and commercial poultry operations, and

4. Executing AI response plans—when necessary.

Specifically, we’re continuing our efforts to keep AI from entering the U.S. through trade by: 
· restricting imports of poultry, unprocessed poultry products and hatching eggs from AI-affected countries;

· stressing the importance of inspection of passenger baggage with the Department of Homeland Security; and 

· monitoring domestic commercial markets for illegally smuggled poultry and poultry products.

We’d like to eliminate the virulent strain of AI at its source—in poultry abroad—and we’re working with other countries to do this.  We’ve also bolstered our efforts to reduce the risk of mutation when low pathogenic avian influenza is identified here in the U.S.  

Last September APHIS expanded the National Poultry Improvement Program to provide 100 percent indemnity for commercial poultry operations—not just breeders—when H5 and H7 low pathogenic avian influenza are found—provided the operations participate in the active surveillance part of NPIP.  This expansion supports our goal of eradicating these AI subtypes because they can potentially mutate into highly pathogenic AI.  Further, international animal health standards now require countries to report all H5 and H7 detections, and this change helps us do that.
Already the new policy is paying off.  On March 31, we confirmed that turkeys in West Virginia had been exposed to an H5N2 AI virus.  We depopulated the flock,  paying the producer 100 percent of the value of the turkeys.  We’re continuing to monitor all poultry operations within a six-mile radius of the affected farm.
2007 Farm Bill
I want to turn now to the next farm bill.  As we look toward new legislation in 2007, we must first look back.  We’ve seen incredible changes in American agriculture in recent years.  Yet some of our farm programs date back to the 1930’s, making them older than most of us in this room.  But agriculture—at least in this country—has come a long way since then.  

During the Depression days, farming was one man, one mule and one plow.  Today, it’s a man—or a woman—running a tractor that costs more than a farm house.  Further, that tractor is linked to a satellite beaming down streams of data to a high-level computer.  Animal agriculture is equally sophisticated.  

Over the past 7 decades, we’ve downshifted from 6 million to 2 million farms—all the while upshifting production to feed an ever-growing population—here and abroad.  Even more amazing, today the bulk of our food and fiber comes from about 150,000 farms and ranches.  Efficiency, productivity and yields have increased exponentially.

As a third-generation farmer and rancher with roots—and farm and ranchland—in South Dakota, I’ve observed many of these changes firsthand.  I know the importance of adapting and innovating to not only survive, but prosper.  

It’s time to adapt our farm programs to the new realities of agriculture in America in 2007.  The farm proposal that Secretary Johanns has offered does that.

Secretary Johanns has described it as “forward-leaning” and “forward-thinking.”  It’s a far-reaching, integrated and balanced approach to agricultural policies.  

The farm bill proposal would improve current farm programs and reduce price and production distortions while maintaining a safety net for America’s farmers and ranchers.  This proposal also fulfills the Secretary’s commitment to develop a farm policy that is “equitable, predictable and beyond challenge by our trading partners.”  

The USDA 2007 farm bill proposal would increase equity by improving distribution of income support and expanding market opportunities.  Especially exciting to me are the provisions that open doors for beginning and socially disadvantaged farmers, expanding opportunities for those who want to get into farming and help for those who want to stay in it.

I am also pleased that the new proposal includes an unprecedented commitment to conservation and the environment by creating one enhanced cost-share program for conservation with total funds of $21.5 billion over the next 10 years.  

This farm bill policy would promote energy independence by increasing reliance on alternative fuels, including ethanol, biodiesel and methane.  The farm bill proposal includes $1.6 billion in new research funding focusing specifically on cellulosic energy research.  This is a positive strategy to move us in the right direction.  I’m sure we can all agree that making ethanol from switchgrass or corn stubble or low-value wood chips or forest undergrowth is preferable to using high-value corn.  And making biodiesel from waste grease or chicken fat is better than soybean use.

But perhaps most importantly, this new proposal offers the most market-oriented approach I’ve seen since 1985.  It allocates additional resources to exports and additional effort to reducing trade barriers.  It will meet U.S. WTO obligations today—and tomorrow.  

House Ag Committee Bill
At the same time, we have to remember that while the Administration can propose new ideas and programs, but it is Congress that writes and passes the legislation.  Subcommittees of the House Agriculture Committee have been marking up Chairman Peterson’s bill over the past several weeks.  Earlier this week the Committee adopted an amendment by Congressman Etheridge that focuses on the commodity title.  

Other provisions adopted by subcommittees support changes theoretically, but when it comes to putting money on the line, they don’t.  They fund some proposals from nonexistent “contingency reserves” or they rely on discretionary rather than mandatory funding—making it much less likely that these programs will actually ever be implemented.

For the commodity title, one of the big issues is cost.  USDA proposed limiting payments to producers with $200,000 or less of adjusted gross income.  Only 2.3% of Americans have AGI of $200,000 or more.  However, the current House Ag Committee bill retains the $2.5 million AGI limit of the 2002 farm bill.  It also retains the three-entity rule and husband and wife rule, which again are costly.  Farmers who are among the top 2% of earners in the U.S. should be congratulated for their success and graduate from government subsidies.

If these provisions remain the same, there will be no funds available for new energy and specialty crop initiatives or increases in conservation.  Nor will we be able to reduce the overall costs of farm programs.  As the Secretary said on Tuesday, “The bill fails to recognize the need for greater equity and predictability in farm policy, and does nothing to provide a more responsive safety net.”

Today, we have a farm policy that provides the highest payments when abundant yields lead to moderate prices, but NO payments when low or no yields produce high prices but farmers are unable to take advantage of those prices.  The USDA proposal takes a revenue-based counter-cyclical approach that is more responsive to actual producer needs.

Further, the House version continues the planting restrictions for fruits and vegetables that we proposed eliminating—to ensure we’re in line with WTO requirements.  Secretary Johanns calls this “painting a bulls-eye on farmers’ backs” because of the risk to our $78 billion agricultural export effort.

We do not see removal of planting restrictions as a real problem for the specialty crop industry as most commodity producers who want to grow fruits and vegetables are already doing so, and this is not an easy business to get into.  It’s much easier to switch from soybeans to corn than soybeans to tomatoes.

The Committee has yet to mark up the trade title, one of the most important in the bill.  We have proposed important trade measures, such as:

· Increasing funding for the Market Access Program to $225 million annually, and

· Establishing a number of initiatives to help fight sanitary and phytosanitary trade barriers.  

I hope as the Committee looks at trade issues, the Members will see the value of strong support for our export programs.  I hope that the Committee will look more carefully at these initiatives and find ways to ensure that they are funded with realistic funding streams at levels that meet the needs of our farmers and ranchers. 

Conclusion
There are a number of issues that remain to be resolved, but I’m optimistic about the prospects for a new farm bill in 2007.  While some would prefer the status quo, many farmers and ranchers—and their elected representatives—recognize that we have a great opportunity this year.  We can refashion some outdated farm programs, create more equity and balance as well as establish some innovative initiatives that will benefit American agriculture—and all of our citizens—for years to come.

