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It was great to meet many of you last night.  I’m glad to have the opportunity to get together this morning.  
I want to focus my remarks today on something we’re all interested in—the next farm bill.  President Bush is eager to sign a farm bill this year—a good farm bill.  
Important time has been lost, but it’s not too late to pass a good bill.  
We believe if the Senate Majority Leader will allow a fair and open debate, it’s possible to wrap things up.  But the bill must be a good one.  The Administration will NOT support a Senate bill that fails to reform programs, makes a mockery of the budget process and increases taxes.
It’s time to set aside gimmicks and sleight of hand.  We need a bill that strengthens the safety net for farmers and funds priorities through honest bookkeeping without increasing taxes.  USDA is committed to continuing to work with the Congress to ensure that the final bill is one the President can be proud to sign.

Administration Proposal
As you know, Secretary Johanns and USDA leaders met with farmers in almost every state to listen to their concerns and priorities for the next farm bill.  We received more than 4,000 comments—and we constructed our proposal based on what farmers said they wanted.  
What we heard was that farmers wanted a strong safety net and an emphasis on agricultural priorities such as conservation, rural development and renewable energy.  The Administration proposal announced last January recognized that we need to:

· Balance the needs of various agricultural segments 

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

· Decrease market distortions and reduce friction with our trading partners

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

· Reform and streamline conservation programs to make them more accessible to farmers and ranchers

· Reform the Food Stamp Program to encourage families’ independence

What’s Wrong with the Senate Committee Farm Bill

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

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

We know farmers and ranchers are straight-up people.  They know they have to pay their bills.  And they don’t expect other industries to pay for farm programs.  
Nor do they want to have the true cost of the farm bill hidden by shifting payments forward or pretending that commitments to food stamps or disaster aid will simply disappear in the future.  
The Senate Committee bill actually increases loan rates for 16 of 27 commodities as well as raising target prices for 18 of 22 commodities, increasing market distortion.  Raising loan rates and target prices in a time of prosperity just paints a bull’s eye on the back of the American farmer in the international arena.  
At the same time, the bill fails to improve the safety net for farmers.  It creates a revenue-based countercyclical program, but makes it optional.  So we would find ourselves continuing to pay farmers the most when they need it the least.  
The real help is needed when crops are lost due to disaster.  And the best way to do that is with a counter-cyclical program.  That’s what farmers told us they want.

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

Specialty Crop Provisions
At the same time, there’s good news in both the Senate Committee and House bills—particularly for specialty crops.  Both bills would

· Establish a Specialty Crop Research Grants Program as USDA proposed, although at lower funding levels than the $500 million we suggested.

· Increase purchases of specialty crops for feedings programs, again at $523 million less than the USDA proposal.

· Authorize technical assistance for specialty crops to remove, resolve or mitigate sanitary and phytosanitary barriers to trade, although the Senate version is nearly $9 million less than the $38 million we proposed.

· Increase funding for the Market Access Program, with the Senate bill requiring 50 percent of funding beyond $200 million to be used for specialty crops, and

· Continue the Specialty Crops Block Grant Program.

In addition, the House bill, as well as the Administration proposal, would increase funding for the Environmental Quality Incentives Program specifically for specialty crops.

Further, both House and Senate bills would establish a National Clean Plant Network program in USDA, providing $20 million from Fiscal Year 2008 to 2012.  

USDA supports this provision because it would protect the environment and ensure the global competitiveness of specialty crop producers.  However, we oppose paying for it from Commodity Credit Corporation funds.
What Has To Change to Prevent Veto Recommendation
If the Senate were to pass the Committee bill as it stands now, USDA would have to recommend that the President veto it.  In order for us to recommend signature, the bill would have to be amended to

· Eliminate tax increases and unrealistic “savings” gimmicks.

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

· Reform marketing loan benefits to address “pick your price” issue, and
· Remove trade-distorting provisions.
I want to reiterate that the President very much wants to sign a farm bill this year.  He knows that farmers are waiting on it to make decisions about next year.  
And we are eager to work with Congress to produce a good bill.  
Farmers and ranchers deserve a better farm bill.  We know what farmers want—and that’s reflected in the Administration approach.  We urge Congress to demonstrate its commitment to farmers, ranchers and other farm bill stakeholders by delivering a new strong farm bill that better serves farmers, taxpayers and consumers.

Agricultural Inspectors Transfer
There’s another piece of legislation—or potential farm bill amendment—that I want to address just briefly.  That’s Senator Feinstein’s bill to transfer agricultural inspectors from the Department of Homeland Security back to the Department of Agriculture.  

The Administration opposes this transfer.  Let me tell you why.

First, transferring the inspectors would be disruptive.  We need agricultural inspectors to focus on the real issues:  identifying emerging pest and disease pathways.  We need them to gain experience.  And we need to solidify the relationship between the frontline, primary Customs and Border Protection inspectors and agricultural specialists.
More than 60 percent of the current agricultural specialists were hired by CBP.  
Returning the inspection function to USDA would create a sort of “reverse culture shock” for these inspectors, and the general upheaval of a transfer would cost the program several years of turmoil.

The Agricultural Quarantine Inspection is a joint effort of CBP and APHIS, with APHIS assessing risks to determine which pests and disease might threaten American agriculture and the possible pathways they might take to reach our borders.  Port inspection, which CBP handles, is simply the most visible aspect of AQI.

This past April, APHIS and CBP formed a task force to address concerns and to strengthen the two agencies’ partnership.  The task force evaluated stakeholder and Congressional concerns and established a series of action plans to improve our joint capability to protect American agriculture from exotic plant pests and foreign animal diseases.  We believe this approach is a far more productive course of action than transferring the agricultural inspection function back to USDA.
Conclusion
As we near the close of 2007, I believe American agriculture stands at a crossroads.  We have the lowest debt-to-asset ratio in 45 years, and we’re looking at record exports both this year and again next year.  
We’re poised for continuing growth, but we need legislation that reforms our farm programs to promote market orientation and expansion.  We need an effective safety net for farmers.  We need to bolster conservation, strengthen rural development and expand research on renewable energy.
In short, we need a solid, forward-looking farm bill.  And we’re willing to work with Congress to get a good bill that the President can sign.  I hope you will lend us your support in this effort.
