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Thank you, John (Keeling).  I want to focus on a number of important issues for potato producers like trade and viruses and pests, but first I want to talk about the next farm bill.  
Potato growers and other specialty crop producers have a real stake in this farm bill.  And that’s good news.  As the value of specialty crops now closely matches other commodities, there’s increasing recognition of your contribution to American agriculture—and particularly exports.
2007 Farm Bill
I want to be very clear that 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.  
Just last night Senate leadership relented to allow open debate and amendments, so it’s possible to wrap things up.  But the final 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.  
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, research and renewable energy.  The Administration proposal announced last January also recognized the importance of balancing the needs of various agricultural segments. 
In addition, it included provisions to graduate people who are among the wealthiest 2 percent of Americans from ag subsidies and decrease market distortions that result in friction with our trading partners.  
What’s Wrong with the Senate Committee Farm Bill

Unfortunately, the Senate Committee farm bill takes us in the wrong direction on a number of counts.  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 you meet with yours—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.  
There are many other problems with the Senate Committee bill as well, such as:

· Continuing the “pick your price” phenomenon that cost taxpayers $3 billion in the wake of Hurricane Katrina, when prices dropped temporarily and then rose again.

· Increasing loan rates for 16 of 27 commodities and raising target prices for 18 of 22 commodities—in a time of prosperity.
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.  It would also continue authorization of CSP and offer safe harbor for endangered species for conservation returns.

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.  
What Has To Change to Prevent Veto Recommendation
If the Senate were to pass the Committee bill as it stands now, USDA would 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.

Trade Agreements
I want to speak for a minute about trade agreements.  Free trade agreements are vital to our efforts to promote U.S. agriculture.  
As you know, talks have continued now for 6 years under the Doha Round of international trade negotiations.  There are still major issues to resolve to achieve a world trade deal, but we’re working toward a successful conclusion.

Meanwhile, we are also focusing on bilateral free trade agreements.  A few weeks ago the House approved—and just this week, the Senate okayed—such an agreement with Peru that could increase exports for American farmers and ranchers by as much as $705 million each year.  
Three more similar agreements are pending Congressional approval.  They are all supported by more than 40 major U.S. farm organizations.  Each of these agreements reduces tariffs, making trade a two-way street, and addresses sanitary and phytosanitary issues. 
Once ratified, the agreements would give Colombia, Korea and Panama priority for U.S. trade capacity building programs to help them benefit from the new partnership with us.  Together these agreements have the potential to expand farm exports by nearly $2.5 billion every year.  And we’ve been working to convince Congress to ratify them.  
Mexico
I want to just briefly mention our trading partner to the south—Mexico.  We will continue to work with our counterparts there to make fresh U.S. potatoes available throughout Mexico.  
We know the demand is there.  And I understand the importance of opening this market further.  We will not give up.  We are committed to expanding the narrow window we now have.  This is an item I want to see on the agenda the next time I meet with Mexican agriculture officials.

Canada
Speaking of trade, as you know, we have a new trade agreement with Canada to improve your ability to move product under the Canadian Ministerial exemption.  
I want to recognize the role of the National Potato Council and the Agricultural Marketing Service in working over many years during difficult negotiations to achieve this outcome.  
In 2006, the U.S. exported $92.8 million to Canada—68% of all exports. So, since Canada is your largest customer, this is good news for potato producers in the U.S. and a good example of the role that USDA plays in opening up export markets.
Still, more work remains.  We had success this year in getting Japan to reopen chipping potatoes, and we have ongoing discussions with Sri Lanka and Taiwan.

Nematodes
Let me turn now to some of the concerns we share with Canadian seed potato producers.  Perhaps the biggest challenge for seed potato growers as well as commercial producers is nematodes.  
The potato cyst nematode was identified in Idaho 18 months ago, and the golden nematode was discovered in Quebec, Canada, in August 2006 and in Alberta last month.
As you know, the U.S. and Canada have negotiated and endorsed a joint guideline for how to handle findings of either of these nematodes.  The steps we’ve agreed to follow are clear:

1. Trace the affected seed potatoes forward and trace them back.

2. Conduct a delimiting survey to find the specific areas affected.

3. In line with the survey, set up a regulated area.

That’s what we’ve done in the U.S. in Idaho, and Canada has done the same in Quebec.  This is a scientifically sound approach, and we need to continue to follow our mutually agreed upon protocol with the more recent find in Alberta.  

Following these steps is necessary to prevent further spread of this pest.  That’s why we’ve closed the border to seed potatoes from Alberta at this time.  We don’t want to disrupt trade, but it may prove difficult to get the data necessary to find the source fields with the ground frozen.  In any case, it’s critical to get as much information as we can.  

Once we have the data, we will look at all options for mitigation.  However, I want to make clear that our first priority must always be to protect against the spread of pests like PCN and the golden nematode.
PVY
Another concern for your industry is potato virus Y—the biggest disease problem that you face.   Later today, you’ll be hearing from a panel on PVY.
When the potato virus management plan  was written back in 2000, one of the commitments was to complete a three-year survey to determine how widespread PVY has become in the 12 seed potato producing states.  Canada conducted a similar survey.  
I understand the data are being compiled on the third year of the survey.  We appreciate the cooperation of seed potato growers in participating in the survey.
Based on the results of the survey, we will work with Canada, using the best science, to consider ways to adjust our joint management plan to better control potato viruses.  We want to be sure that we best serve the seed certification programs in each state and province and commercial growers in both countries.  We are committed to implementing strategies that are appropriate to protect our crops and working in harmony with Canada.
Conclusion
In closing, this is a challenging time for potato seed growers.  But it is also a time of opportunity as the international market for potatoes expands.  
There are also new opportunities that will arrive with a new farm bill—additional research, marketing and sales opportunities.  We just need to get a good bill passed that President Bush can sign.  I hope you will work with us toward that end.
