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PART II: CHALLENGES AND
OPPORTUNITIES FACING
AMERICAN AGRICULTURAL PRODUCERS

Tuesday, April 24, 2007

U.S. SENATE,
COMMITTEE ON AGRICULTURE,
NUTRITION, AND FORESTRY,
Washington, DC

The committee met, pursuant to notice, at 9:18 a.m., in room
SD-106, Dirksen Senate Office Building, Hon. Tom Harkin, Chair-
man of the committee, presiding.

Present or submitting a statement: Senators Harkin, Conrad,
Lincoln, Stabenow, Salazar, Casey, Klobuchar, Chambliss, Cole-
man, Crapo, Thune, and Craig.

STATEMENT OF HON. TOM HARKIN, A U.S. SENATOR FROM
IOWA, CHAIRMAN, COMMITTEE ON AGRICULTURE, NUTRI-
TION, AND FORESTRY

Chairman HARKIN. The Senate Committee on Agriculture, Nutri-
tion and Forestry will come to order.

First, I apologize to everyone for being late. There appears to be
some big traffic jam that has plugged up everything out there. I
don’t think I am the only one who was caught in it, so I apologize
for being late.

Today’s hearing further highlights the wide diversity of our na-
tion’s agriculture production. Last week, we heard from a good
cross-section of animal agriculture—livestock, poultry, and eggs.
We learned about the challenges producers face in the marketplace.
Today, we will hear about the issues relating to specialty crops
such as dairy, organic production, honey, and community-based
food systems. Our hearing covers a wide range of issues, but all are
related in several ways. They are all within the scope of matters
to be discussed and addressed in the farm bill which we are work-
ing to recraft. And more importantly, they are related because each
is integrally related to our agricultural economy.

On our first panel are two important witnesses representing the
organic food industry, from the farm to the consumer. The U.S. or-
ganic industry is the fastest-growing sector of our food enterprise
in America, growing by some 17 to 20 percent per year. It rep-
resents genuine new opportunity for some who otherwise might be
unable to stay in agriculture or get started farming. With this
rapid growth in the organic market, the supply of domestically
grown organic food often falls short of the retail demand. One of
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the testimonies that we will hear that I read last night showed how
much we are importing compared to what we are exporting.

We look forward to the recommendations of our witnesses for ini-
tiatives that can help those who want to pursue opportunities in
organic agriculture. As Chairman, I intend to make that an impor-
tant part of my Chairman’s mark in the farm bill. The organic in-
dustry is disadvantaged by the lack of essential research and mar-
ket data collection. We can address that in the farm bill.

Another witness will discuss how the farm bill can help agri-
culture producers and consumers benefit from the expanding inter-
est in the local marketing of regionally produced food. Community-
based food projects have the added benefit of helping consumers
understand exactly where their food comes from.

The U.S. honey industry is facing one of the most serious threats
ever from Colony Collapse Disorder. The bee losses associated with
this disorder are staggering and portend equally grave con-
sequences for the producers of crops that rely on honey bees for
pollination.

Previous farm bills have not generally given a lot of attention to
the issues and challenges facing producers of fruits, vegetables, and
tree nuts, usually referred to as specialty crops, even though these
crops make up nearly one-third of the cash receipts of all U.S. farm
crops. Americans are consuming more fruits and vegetables per
capita than 20 years ago, still not near the recommended require-
ments, however. The new farm bill can and should include initia-
tives to encourage fruit and vegetable consumption and to help do-
mestic producers continue to produce, make a profit, and succeed
in the face of stiff foreign competition.

The third panel this morning includes a diverse range of views
and recommendations on Federal dairy policy. Again, dairy is an
important part of the farm bill. The most recent annual milk sales
figure of some $27 billion makes up about 10 percent of total U.S.
cash receipts for agricultural commodities. In the 2002 farm bill,
we included a new countercyclical Income Protection Program for
dairy farmers, now dubbed the Milk Income Loss Contracts, the
MILC Program, which has provided needed assistance to dairy
farmers in times of low milk prices.

So again, this will be an interesting series of hearings. I look for-
ward to the witnesses. We have a tremendous challenge ahead of
us to craft a sound farm and food and energy bill that will help im-
prove income, profitability, and new opportunities for our nation’s
agricultural producers while addressing the variety of additional
needs and objectives that demand attention.

I might also add the farm bill, as it is called, also encompasses
the broader economic well-being and quality of life for all rural
Americans. It also includes the interests of consumers and the ne-
cessity of protecting and enhancing our natural resources and envi-
ronment.

So there is a lot in this farm bill that we will be covering and
the witnesses today will give us some thoughts and suggestions on
how we might also extend to their areas whatever help and assist-
ance that we might provide in the farm bill.

And so we will turn to our first panel, which is Ms. Kathie Ar-
nold, National Organic Coalition of Truxton, New York; Mr. Lynn
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Clarkson of the Organic Trade Association, Cerro Gordo, Illinois;
Ms. Emily Jackson, Appalachian Sustainable Agriculture Project in
Ashville, North Carolina; and Mr. Mark Brady from the American
Honey Producers Association, Washington, DC

We will start with Ms. Arnold. In partnership with her husband,
Rick, and his brother, Bob, Kathie has been farming for 27 years
in their central New York town of Truxton. They have been cer-
tified organic for the last 9 years. With help from their 19-year-
old son, other family members, and two non-family employees, they
have about 140 dairy cows plus young stock and crop around 700
organic acres.

Ms. Arnold, welcome to the committee. I will say to all of you,
your statements will be made a part of the record in their entirety,
and they are very good. I read them last night. I would ask that
each of you highlight the most important parts of your testimony
in just about 5 minutes. If you see five minutes on the clock, start
to wrap it up. I won’t get nervous until you hit 7 minutes, Okay?
So if you could do that, I would sure appreciate it because I would
like to have more of a chance just to interact with you in questions
and answers.

With that, we will turn to Ms. Arnold. Welcome to the committee
and please proceed.

STATEMENT OF KATHIE ARNOLD, NATIONAL ORGANIC
COALITION, TRUXTON, NEW YORK

Ms. ArRNOLD. Okay. Thank you, Chairman Harkin, and hello,
members of the committee. As well as the description that Chair-
man Harkin said about me, I also serve on the Board of the North-
east Organic Dairy Producers Alliance, which is a member of the
National Organic Coalition, and I offer my testimony today on be-
half of both groups.

Organic farming is a production system that enables family
farms to have a viable and even thriving business that is both envi-
ronmentally and family friendly. The process of transitioning is not
easy for producers, nor should it be. Farmers make a commitment
to produce according to the stringent standards for organic produc-
tion and are rewarded when consumers buy organic products. The
strong standards and the price premium go hand in hand.

While the National Organic Program has been positive overall,
there is still a great deal of work to be done to ensure that stand-
ards are consistent and strong. Most notably, the issue of pasture
for organic livestock remains unresolved.

Under the current USDA standards, organic livestock must be
given access to pasture. But in spite of the clear requirement, this
standard has not been adequately enforced by USDA. At a USDA
forum on the subject a year ago, I and many others presented testi-
mony urging a proposed rule specifying that organic dairy animals
must consume at least 30 percent of their food needs from pasture
for the growing season, which can be no less than 120 days.
USDA’s National Organic Program indicated that a proposed rule
would be forthcoming, yet it is still not issued. We hope USDA will
act quickly to implement a strong pasture standard. However, if
they do not, there may be a need for Congress to act.
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As this committee undertakes the task of putting together the
2007 farm bill, I urge your consideration of several key proposals
related to organic agriculture.

One, the National Organic Certification cost share should be re-
authorized and updated to reflect increased cost. This is particu-
larly important in encouraging small and medium-sized operations
to become and stay certified.

Two, the Conservation Security Program should be fully funded
with mandatory funding and be available in all watersheds. An
easy crosswalk should be created between organic certification and
CSP so that an organic farm plan can also provide eligibility for
CSP benefits.

Three, a National Organic Conversion and Stewardship Incen-
tives Program should be created to provide financial and technical
support to farmers for the adoption of advanced conservation prac-
tices as part of the process of converting to organic production.

Four, Organic Research Programs should be reauthorized at a
higher funding level, as Chairman Harkin suggested, to reflect
organic’s 3 percent share of the U.S. food retail market. Also,
changes should be made to renew and enhance the public capacity
for classical plant and animal breeding versus the current empha-
sis on biotech.

Five, as food processors and retailers consolidate and dominate
markets, farmers’ leverage to negotiate fair prices and fair contract
terms is in jeopardy. The Agricultural Fair Practices Act of 1967
should be amended to require processors to bargain in good faith
with associations of producers.

Six, when genetically engineered material is detected in organic
product due to contamination beyond producers’ control, farmers
and processors can lose markets and are unfairly forced to bear the
costs. A liability regime should be established so that farmers who
suffer such contamination can recoup their losses from the manu-
facturers of genetically engineered seeds.

Seven, organic producers are required to pay a 5—percent sur-
charge on their crop insurance rates, yet are often reimbursed for
losses based on conventional prices without recognition of the high-
er value of their organic products. These inequities should be rec-
tified.

Thank you for your consideration of these proposals and for this
opportunity to testify.

[The prepared statement of Ms. Arnold can be found on page 75
in the appendix.]

Chairman HARKIN. Ms. Arnold, thank you very much for a very
succinct statement. I will have some questions about the loopholes
I want to ask you about after a bit.

Now we turn to Mr. Lynn Clarkson of the Organic Trade Associa-
tion of Cerro Gordo, Illinois. He is the President of Clarkson Grain
Company, which supplies organic grains, oil seeds, and ingredients
for foods and feeds. Based in Illinois, Clarkson Grain Company
purchases organic corn and soybeans directly from farmers from
Texas to Minnesota, from Pennsylvania to the Rockies, and serves
certified organic clients throughout the U.S. and Canada as well as
parts of Asia and Western Europe.
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I might just add, Mr. Clarkson, the written statement that you
have is one of the best overall recitations of everything that goes
into organic from the beginning to the end that I have ever read
and I appreciate it very much.

STATEMENT OF LYNN CLARKSON, ORGANIC TRADE
ASSOCIATION, CERRO GORDO, ILLINOIS

Mr. CLARKSON. Thank you, Mr. Chairman.

Chairman HARKIN. Please proceed.

Mr. CLARKSON. Good morning, Chairman Harkin, distinguished
Senators from the Agricultural Committee. This hearing is focused
on the challenges and opportunities facing American agricultural
producers. In that context, I would like to talk to you about organic
agriculture and production utilizing my experience in the market-
place where my company supplies corn, whole soybeans, soy oil, soy
flours, and soy lectin. These are the products that come from the
farmers between the mountains, the materials that have to be proc-
essed in some way before they become consumer items in general.
The products that we handle are finding wonderful homes as ingre-
dients in breakfast foods, baby foods, soy beverages, and animal
feeds throughout the country and in some foreign countries.

My written testimony, as the Chairman has stated, covers to the
best of my ability every aspect of organic agriculture and produc-
tion and points out both the great successes of organic with Amer-
ican consumers and the increasing shortfall of U.S. production.

The Organic Trade Association currently studies the marketplace
because the United States Department of Agriculture does not have
the authority to do so comprehensively. U.S. organic food and bev-
erage sales were about $14.6 billion in 2005 and occupied about 2.5
percent of the retail marketplace. As the Chairman has suggested,
organic is one of the fastest-growing segments in retail, but in
terms of acreage, ERS tells us that about one-half percent of U.S.
cropland and one-half percent of U.S. pastureland is now certified
organic, for a total of about four million certified organic acres in
the United States.

We can derive from those numbers the U.S. farmers are not
keeping up with consumer demand for organic products. While we
lack official collection of import data, it is pretty clear to those of
us in this marketplace that imports are substantial and increasing.

Clarkson Grain and the OTA want to enhance the ability of U.S.
farmers to provide as much organic food, fiber, and other products
as possible for our country. To that end, the farm bill is an oppor-
tunity to grow this segment.

OTA’s four 2007 farm bill objectives are: Provide technical and
conversion assistance and cost share certification for farmers who
are considering going organic; overcome some hurdles placed in the
way of organic, including a lack of data about organic prices, mar-
kets, crops, farms, processors, and crop loss experience that im-
pedes access to reasonably priced crop insurance and bank loans;
enhanced economic and agronomic research from the USDA. If we
try in the organic world to understand what the production base
is, what the demand base is, we are often flying blind. We do not
have good data on which to base decisions. Finally, we need to be
sure that both USDA in general and the National Organic Program
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in specific have the resources to keep up with the dramatic growth
that organic certification programs demand. Consumers need to
have confidence in the label and USDA’s attention to NOP, the Na-
tional Organic Program, will ensure that fact.

The organic community really needs parity of resources to build
sound infrastructure as we compete in the marketplace. We are
bringing you one of the greatest success stories in U.S. agriculture.
We are unsubsidized. We are entrepreneurial. We are doing a great
job in finding markets. We are not doing as great a job in finding
adequate production. We could absorb without much change in
price at all a doubling in the U.S. production base at this time.

There are some—since I have about a minute left, there is one
anecdote I would like to stick in about easy things that might be
changed inside our government and structure. Senator, have you
ever tried a blue corn tortilla chip? Well, you and I and most of the
people in this room understand that what you ate was corn. There
is one large organization we deal with that does not officially recog-
nize that as corn and that is the USDA, because the USDA pro-
gram, corn program, is hinged to definitions by the Grain Inspec-
tion, Stockyards, and Packers Administration on what is corn, and
that is pretty much defined as white and yellow corn. To add insult
to injury, under the current discount rules and damage rules, every
kernel of the finest blue corn that I could deliver you in the world
would be regarded as damaged.

So it is a little difficult for an organic farmer who wants to par-
ticipate in the SEAL Program in Iowa, Mr. Chairman, to partici-
pate. So there are some things that really take very little money,
but it takes some managerial control.

And finally, I would like to compliment the Chairman’s home
State for having done an exceptionally good job at the State level
of supporting organic agriculture.

So in conclusion, I and the Organic Trade Association look for-
ward to working with you all on achieving great results for the or-
ganic industry. Thank you very much for this opportunity to speak
to you.

[The prepared statement of Mr. Clarkson can be found on page
107 in the appendix.]

Chairman HARKIN. I learn something new every day. I didn’t
know blue corn wasn’t corn. I have some questions about that, too.

Okay. Now we turn to Emily Jackson, Appalachian Sustainable
Agriculture Project, a not-for-profit organization that supports
farmers in rural communities in the mountains of Western North
Carolina and the Southern Appalachians.

Ms. Jackson, welcome to the committee and please proceed.

STATEMENT OF EMILY JACKSON, APPALACHIAN SUSTAIN-
ABLE AGRICULTURE PROJECT, ASHVILLE, NORTH CARO-
LINA

Ms. JACKSON. Thank you, and thank you, Chairman Harkin and
members of this committee, for the chance to speak with you today.
My name is Emily Jackson and I am here on behalf of the Commu-
nity Food Security Coalition. My purpose here today is to explain
how the farm bill provides a strategic opportunity to reevaluate our
current agricultural policy and to describe the policies and pro-
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grams that farmers urgently need to stay profitable, to supply ex-
isting and emerging markets, such as what Mr. Clarkson just told
us about, and to strengthen the small and family farms that are
critical to food security and community vitality across America.

I work for a non-profit organization in Western North Carolina
called the Appalachian Sustainable Agriculture Project, or ASAP,
and I have also been a farmer. Our organization supports farmers
and rural communities and our mission is to expand regional com-
munity-based food systems that are locally owned and controlled,
environmentally sound, economically viable, and health-promoting.
To these ends, we help farmers in our region, many of whom are
transitioning out of tobacco, connect to local markets and institu-
tions such as schools and hospitals. The experiences of North Caro-
lina farmers transitioning out of tobacco correlate well to any farm-
er trying something other than growing commodity crops and we
have found that developing skills and ability to access local con-
sumers and buyers has made the change easier for growers.

In doing this work, there are a number of barriers that we have
found which, if lifted, have the potential to increase the amount of
fruits and vegetables that farmers are able to deliver directly to the
consumers.

In schools and the work that I do, confusion about USDA’s rules
related to local procurement means that even with competitive
prices and desire to support local farmers in their region, schools
are hesitant to purchase local products from family farms in their
region. By amending the farm bill with a no-cost provision to state
that a geographic preference can be used when writing a bid for
school food, farmers and kids will both benefit. Farmers will have
an increased access to a steady, reliable market, and the kids will
have access to fresh, healthy food in their school cafeterias.

Farm-to-cafeteria programs that introduce students to the farm-
ers that grew their food and provide nutrition education in addition
to the local food being served in their school cafeterias has been
very successful in Western North Carolina and school systems all
across the country. Funding to support expansion of these kinds of
programs would be very helpful and we urge you to reauthorize in-
creased funding for the Community Food Project’s Competitive
Grant Program.

As I am sure you have heard from other witnesses before the
committee, hunger, obesity, and other diet-related diseases and
food insecurity are all rising in both urban and rural communities.
This is, in part, a result of the lack of affordable access to fresh
fruits and vegetables and other foods vital to a healthy diet. Local
food producers around the country are an important part of this so-
lution, but they face major barriers in transporting their products
to market, to under-served markets, and other barriers include lack
of processing, distribution, information, technology, infrastructure.

Each community has a unique solution and a unique situation,
and by supporting programs like the Community Food Project’s
Competitive Grant Program, the Value-Added Producer Grants,
and the Farmers’ Market Promotion Program, all of which are in
existence now, you empower communities to find innovative solu-
tions to their own problems which, over the long run, will lead to
increased sustainability. These existing and new policy tools to pro-
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vide farmers access to domestic markets are urgently needed and
I ask that you include them in the farm bill with increased fund-
ing.

For greater detail of the things that I have just outlined, I would
like to enter for the record two recent documents, the “Healthy
Food and Communities Initiative” and the joint report by USDA
and the Community Food Security Coalition, “Healthy Food,
Healthy Communities: A Decade of Community Food Projects In
Action.”

[The following information can be found on pages 232 and 240
in the appendix.]

I thank you for your time and your leadership on behalf of a
strong and vital food and agriculture system in the United States.

[The prepared statement of Ms. Jackson can be found on page
149 in the appendix.]

Chairman HARKIN. Ms. Jackson, thank you very much. We will
make those a part of the record.

Now, we will turn to Mr. Mark Brady, American Honey Pro-
ducers Association. Mr. Brady is from Waxahuchie, Texas, has been
a commercial beekeeper for over 30 years. He is President of the
American Honey Producers Association, a national organization of
beekeepers actively engaged in most commercial honey production
and agricultural pollination throughout the country.

Mr. Brady, welcome. Please proceed.

STATEMENT OF MARK BRADY, AMERICAN HONEY PRODUCERS
ASSOCIATION, WAXAHUCHIE, TEXAS

Mr. BRADY. Thank you, Mr. Chairman and the members of this
committee. On behalf of the American Honey Producers Associa-
tion, thank you for allowing me to testify today about issues facing
the U.S. honey industry.

America’s bees and beekeepers are having a rough time lately.
Honey producers all across the country are seeing staggering bee
losses from a mysterious new condition called Colony Collapse Dis-
order, or CCD. Some are losing 90 percent of their bees. The prob-
lem appears to be spreading and we are still not sure what is caus-
ing this new CCD.

CCD affects more than honey. Over 90 crops depend on honey
bees for pollination, including almonds, apples, oranges, peaches,
and many others. Honey bee pollination directly adds about $20
billion to the U.S. farm economy each year. One-third of the human
diet is pollinated by honey bees.

We appreciate very much the letter on CCD that Senator Baucus
and 43 other Senators, including many on this committee, sent re-
cently to the USDA. We urge Congress to make sure we have the
tools to defeat this serious new threat to our industry.

In addition to CCD, U.S. honey producers face many other chal-
lenges. The numbers of bee colonies and beekeepers are falling at
a time when demand for pollination is increasing. Our share of the
U.S. honey market has fallen sharply. Unfair imports are keeping
down honey prices at the same time our production costs are in-
creasing. We are dealing with pests and diseases that are increas-
ingly more difficult to control. We are concerned about the environ-
ment and effects of the new and existing farm chemicals on our
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bees. Beekeepers and their bees are also under great stress from
the heavy demands of moving colonies to pollinate crops around the
country.

CCD and other problems are making it hard for U.S. honey pro-
ducers to maintain strong bee colonies for honey production and
pollination. As outlined in our testimony, there are a number of
steps that Congress could take to help our honey industry address
these problems.

New and sustained research by the ARS labs and other research-
ers is critical in the fight against CCD and other threats. We rec-
ommend additional targeted funding for this vital work and we re-
quested at least $1 million in new funding through the appropria-
tions process for the ARS research on CCD.

The Marketing Loan Program for honey must be continued.
Based on recent CBO data indicating minimal or no budget impact,
Congress should also consider raising the loan rate from 60 to 75
cents per pound, extending the loan term from nine to 12 months,
and adding the reseal provision.

Congress should provision one-time loss payments for honey pro-
ducers suffering recent bee losses. Congress should also press the
USDA to implement an already authorized Crop Insurance Pro-
gram for honey producers.

Congress must consider new ideas to encourage beekeepers to
help the environment, such as pollination incentives and/or green
payments. The protection of bees must be a key part of our envi-
ronmental enforcement and approving new farm chemicals.

Congress should look at common-sense ways to ensure that U.S.
consumers can be sure that they are buying real American honey,
including reasonable trade law compliance changes to current coun-
try of origin labeling rules.

The current CCD crisis should be a loud wake-up call about the
essential role that American bees and honey producers play in the
U.S. farm economy. We must act now to prevent further serious
damage to our industry and to make sure that we have healthy
bees to pollinate the fruits and vegetables that are on our tables
every day. We look forward to working with Congress to do this.

Thank you very much for holding this hearing and I will be glad
to answer any questions when you guys are ready. Thank you.

[The prepared statement of Mr. Brady can be found on page 80
in the appendix.]

Chairman HARKIN. Thank you very much, Mr. Brady.

I guess I want to ask both Mr. Clarkson and Ms. Arnold some
questions about the organic business here. As you both point out,
it is expanding rapidly, but basic research and data collection is
lacking and causing producers to make business decisions without
adequate information. What I need to know, or what we need to
know, is what kinds of research and data information would be
most critical and helpful and important to the organic industry.
What kinds of research and data information do we need? This
question is for whoever wants to handle it.

Mr. CLARKSON. From the top, I think we need more information
on markets so farmers know what the organic market price is.

Chairman HARKIN. Okay.
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Mr. CLARKSON. States that regulate grain companies need to
know what market prices are so they know if people are keeping
themselves in position. And right now, we are relying entirely on
the private sector, who is not doing a perfect job by any means.

Second, we would benefit significantly from knowing well how
many acres are certified organic and how many are coming onto
the transition period into organic. We have recently seen a signifi-
cant move from dairy farmers and chicken farmers putting animals
into organic certification. I suspect that as a nation, we are going
to run out of feedstocks before we get to next year’s crop.

Chairman HARKIN. So what you are saying is right now, we get
data from USDA on planting intentions. We get that early spring
and we get another one, I think late May sometime. But we don’t
have it for organics, that is what you are saying.

Mr. CLARKSON. That is correct.

Chairman HARKIN. I see.

Mr. CLARKSON. We have no segregated information for organics.

Chairman HARKIN. I see.

Mr. CLARKSON. Similarly, in responding to any question you
would ask us about what imports are, anecdotally, we can tell you
that perhaps half of the organic soybeans used in the United States
come from overseas.

Chairman HARKIN. Yes, I noticed

Mr. CLARKSON. But I have no hard data to back it up because
we don’t study or we don’t set aside and classify organic imports.

Chairman HARKIN. So while we might know the overall imports
of agricultural products, for example, commodities, they are not
separated out by organic?

Mr. CLARKSON. That is correct, and it is put together because
people look at things and say, corn is corn, but organic markets
have their own supply demand curves that differ from the conven-
tional commodity markets. One may be going up while the other
is going down and we need segregated information and we don’t
have that.

Chairman HARKIN. The other thing I wanted to cover with both
of you is just the issue of crop insurance. Both of you mentioned
that in your testimonies, in your written testimonies, and how it
has not been adequate. Can you spell that out just a little bit more
clearly for me? What do we need to do in crop insurance to help
organic producers?

Mr. CLARKSON. The institutions that write crop insurance don’t
have good data, actuarial data on yields. They don’t have good ac-
tuarial data on prices. They are somewhat uncomfortable writing
the insurance. They charge an organic farmer more than a conven-
tional farmer, but they only insure his crop at a conventional mar-
ket price.

Chairman HARKIN. Why is that? If you are going to insure an or-
ganic crop, why wouldn’t it be insured for the market price of what
organics bring?

Mr. CLARKSON. It is a wonderful question and I wish I had an
answer for you. I think it should be at the market price. When I
left my office yesterday, we were probably paying $3.50, $3.70 for
conventional corn delivered, Decatur, Illinois. At the same time, we
were paying $6.50 to $7 for organic corn at the farm. And if I were
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going to have a risk, I would certainly want to insure the market
value. Currently, organic farmers have no way of doing that.

Chairman HARKIN. Do they get a cut rate in their insurance pre-
mium, though?

Mr. CLARKSON. Not that I am aware of. I think they pay the
same as the conventional farmer. They pay an extra premium, no
cut rate.

Chairman HARKIN. What conversion assistance is needed for
farmers who are transitioned to organic? I have heard others talk
about this. You know, you had that 3—year sort of valley of death
right now——

[Laughter.]

Chairman HARKIN [continuing]. That you have to get through.
Ms. Arnold, what would be helpful, what kind of conversion transi-
tion payments? Give me some idea how this might work. If a farm-
er wants to become organic or a portion of his farm or her farm
become organic, how do we get them through that 3—year period of
time?

Ms. ArRNOLD. Well, I think possibly through some of the EQIP
funding. There could be funds specifically for some of the practices
that would be needed for organic production practices that could be
funded through EQIP, would be one way to do it, other than direct
financial subsidies during that 3—year time period.

And I would also like to go back to the research. Mr. Clarkson
specifically talked more on the marketing end, but there is also a
great dearth of research on the production end and there is a real
need for a lot more research on developing seed varieties, plant va-
rieties, and breeds that are really specific to the conditions under
organic production, because so many of the seeds now are being de-
signed and bred for chemical-intensive agriculture and that isn’t a
good fit for the kinds of practices that organic producers have. I
know a real impediment for a lot of dairy farmers converting to or-
ganic, they are so concerned, is how I am going to live without anti-
biotics and the conventional health care medications. So it would
be nice if there could be more research on the efficacy of alternative
health care treatments, and a lot of those kinds of things could also
be beneficial to conventional producers, as well.

Chairman HARKIN. Thank you very much.

I have a question for Ms. Jackson. I don’t think you will find any-
one on this committee who does not support in principle the idea
of allowing schools to use geographic preference for the procure-
ment of local foods. I mean, that just stands to reason we would
all support that with our own areas, right?

Ms. JACKSON. I can’t find anybody else who has a problem with
it, either.

Chairman HARKIN. But here is the problem. The reason that pro-
hibitions on local procurement currently exist is to prevent favor-
itism in contracts. So if Congress did choose to give local schools
the authority to procure foods locally using geographic preferences,
how can we be sure that those contracts are going to be fairly
awarded and on some kind of a competitive basis?

Ms. JACKSON. Well, Senator, it is just one piece of the bid proc-
ess. They would still—the geographic preference would just be one
component of the bidding process. The others would be quality and
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ability to be served in the school, be able to serve the school sys-
tem. But it is also, I would say, the present system, by not helping
the small family farmer, especially in my neck of the woods—you
know, our farms are very small due to the mountainous terrain—
they are not on a level playing field as it is. They can’t compete
with the huge food companies now. So I would say that until that
field has been leveled out a bit, we can’t quite look to this one piece
of a bid to say that would give an undue advantage to local farm-
ers.

Chairman HARKIN. You didn’t mention it in your testimony, but
I read in your written testimony about the kids that went out and
saw how okra was growing.

Ms. JACKSON. Right.

Chairman HARKIN. And once they saw how okra was growing,
they went to the restaurant or someplace the next day and the chef
made okra and they gobbled it up and ate it. So if I go out and
watch okra being grown, will I develop a taste for okra?

[Laughter.]

Ms. JACKSON. Well, if you are a child who has been given this
great experience—it is a member of the hibiscus family, so children
are like us. They respond to beauty, and it was a beautiful plant.
They also respond well to food that is presented well and is pre-
pared well. I think when—farm-to-school encompasses a lot of com-
ponents, taking children out to farms, growing school gardens. All
of these experiences help to create this demand, and then that de-
mand goes home. I think that was the point of my anecdote, was
that this child went home and shared that enthusiasm about a veg-
etable such as okra and that was

Chairman HARKIN. I was just joking, but I have seen that hap-
pen in the schools in my home State of Iowa, where kids in rural
schools used to have gardens. They don’t any longer. Now they go
out and find out how it is growing. I have seen this happen many,
many times and I think our schools ought to do more of that.
Thank you very much. My time has run out.

I will yield to our Ranking Member, Senator Chambliss.

Senator CHAMBLISS. Thank you very much, Mr. Chairman, and
I promise you, if you come down South, and we are going to get
you to Atlanta soon, we are going to give you some boiled okra

[Laughter.]

Senator CHAMBLISS [continuing]. Which when you eat it, you will
never know you ate it, it goes down so quick.

[Laughter.]

Senator CHAMBLISS. And we are also going to give you some fried
okra, which I promise you will eat like popcorn. It is absolutely de-
licious.

First of all, Mr. Chairman, let me apologize for running late. Just
like I understand you, I got caught up in the traffic this morning.
I don’t know what is going on around town, but there are an awful
lot more people than usual and they ought not to be driving, that
is for sure.

[Laughter.]

Senator CHAMBLISS. But I do thank you for holding this hearing.
I have got a statement which I will submit for the record.
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Senator CHAMBLISS. Ms. Jackson, let us talk a little bit more
about these fresh fruits and vegetables because I am a big fan of
particularly our School Lunch Programs trying to take advantage
of that. We have had a major pilot program in the last farm bill
that we have expanded over the last couple of years. My State was
scheduled to be a participant in that pilot program, but unfortu-
nately, during the appropriation process last year, we didn’t com-
plete it, but we are going to be working hard on that again this
year.

Senator Harkin raises a good point relative to contracting, but
whether you contract or whether your school lunch folks just have
the authority to go out to your local farmers’ market and purchase
fresh fruits and vegetables, we need to make sure that we are
incentivizing those local programs to take advantage of our fresh
fruits and vegetables that are out there.

Is there anything that we should do on our end, do you think,
to try to promote that in a different way from what we are doing
now with the pilot program as well as the authority that is given
otherwise?

Ms. JACKSON. Well, I think you did an excellent job in the 2002
farm bill, it is just that things got a little confusing when it got to
the USDA, so maybe helping the USDA understand what you all’s
original intent was in the 2002 farm bill, where you, I think, made
it pretty clear about local procurement, that you wanted that to be
encouraged and incentivized.

And I am glad you brought up the Fresh Fruits and Vegetables
Program because that is a program that has met with success ev-
erywhere and that actually is a program where there is no proc-
ess—I mean, there is no penalty for local procurement. If you want-
ed to go out and get everything at your local Wal-Mart, you could.
But that is not well known. In fact, I had to educate the Depart-
ment of Public Instruction in North Carolina that that was so.

And so I think with the Fresh Fruits and Vegetables Program,
because that is one stellar program, that if you made that more
clear, that there is no bid process in that one at all, if you made
that more clear that that money, which is about $80 a child, which
is significant money, could be used for local food, to support our
local farmers and our food dollars stay in our local communities,
I think that would be an excellent step.

Senator CHAMBLISS. Okay.

Ms. JACKSON. Plus, the monies that we are asking for through
the Competitive Grants Program, that would also allow individual
communities to come up with individual solutions that fit their par-
ticular agricultural climate there. Like the mountains of North
Carolina are very different than Iowa or other larger agricultural
areas, and so it really does need to be localized and solutions come
from local communities rather than one-size-fits-all mentality.

Senator CHAMBLISS. My mother lives in Polk County, not too far
away from you in Ashville, so I am very familiar with a bunch of
local markets around that area and you grow great agricultural
products in that part of the world.

Mr. Clarkson, I want to go back to this issue of risk management
and crop insurance in particular. It is my understanding you actu-
ally pay about a 5—percent additional premium for organic products
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to be insured under the Crop Insurance Program. I really don’t un-
derstand why the insurance industry hasn’t done the research nec-
essary to develop a market price for your products. They obviously
think there is something different. Otherwise, they wouldn’t be
charging you that 5 percent additional premium. So they know that
your products are a little bit different, your quality is in a different
category from the normal row crop operation.

Has there been any dialog between your industry and the insur-
ance industry relative to this issue, or can you give us any reaction
you have had from the insurance community relative to this?

Mr. CLARKSON. Senator, I appreciate your question. I can’t an-
swer it in as good of detail as I would like. I would like to check
with some people in the Organic Trade Association and get back to
you.

At the risk of speaking for the insurance industry, I would sug-
gest they would say to me, when I raised the challenge, that, well,
you don’t have a quick chemical defense if there is something that
goes wrong with your crop and we don’t know how to rate that be-
cause we can’t go to the USDA and get good actuarial data about
what has happened in organic agriculture yet. So I think they
would pass the responsibility back to our industry and we would
come back to saying, could we get the USDA to assemble more in-
formation so they would have better data on which to base their
risk analysis.

So to some extent, it is probably legitimate to say the insurance
industry is feeling their way into new programs, new protocols, but
the organic production community is feeling somewhat aggrieved
paying higher premium than a conventional neighbor and only
being insured at conventional prices when their risk level is quite
higher.

So I will get back to you following this hearing with some more
detailed information about our conversations, if we have had them,
with the insurance industry.

Senator CHAMBLISS. Well, it is interesting they figured out a way
to charge you, but they haven’t figured out a way to develop a price
for your crops.

Mr. Brady, I am very sympathetic with the situation you have
got in the production of bees right now and this issue relative to
colonies dying and disappearing and what not. What is it both
short-term and long-term that you think we could be doing to give
you some relief short-term and long-term? Tell us exactly what we
need to do.

Mr. BrRaDY. Well, one of the things, of course, is funneling money
through USDA ARS research. One of the things we found with—
we have four major bee labs here in the United States that work
on these issues, and Weslaco, for instance, which is in my home
State of Texas down there, when you look at their budget, by the
time that they pay their in-house costs and their salaries and those
sorts of things, there is basically no money left for actual research.
Of course, they do hustle a lot of money from outside sources and
grants, and as a matter of fact, the American Honey Producers, we
just funded a study about a year ago in the almonds in California.
We paid for that. The money is just not there. I understand that
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money is scarce all over, but we need to—we have got to have
money to look at these things.

We are also interested in some private university funding,
maybe. Sometimes through USDA ARS and our bee labs, money
sort of gets bogged down and doesn’t always go exactly where it
needs to go. We have got an excellent—U.C.-Davis in California,
who is right in the Central Valley there where all the almond polli-
nation goes on. A lot of critical fruits and vegetables come out of
the State of California. U.S.-Davis is right there in the middle of
that and we are thinking that probably some funding for that par-
ticular lab, maybe some new personnel there who could—I mean,
if you look at it, instead of running all over the United States to
look at these bee colonies and study them and research them, Cali-
fornia is the perfect place to do it because in January and Feb-
ruary, 90 percent of the bee colonies in the United States are in
California for almond pollination. So we think that is a perfect sce-
nario for research and study.

Senator CHAMBLISS. We had somebody from the USDA in here
either last week or 2 weeks ago testifying and I brought up this
issue to them and I know they are on top of it, this particular crisis
you are in right now. I am a little bit surprised that we are not
getting a quicker reaction from them. I hope you will stay in touch
with us literally in the short term, over the next several days and
weeks, because I know how critically important, and especially this
time of year——

Mr. BRADY. Yes, sir.

Senator CHAMBLISS [continuing]. From a cross-pollination stand-
point and we need to figure this particular issue out.

Mr. BrADY. Yes, sir. Right now, over at USDA here in Beltsville,
there is a 2-day meeting going on which I attended part of it yes-
terday. Lots of ARS people, USDA, as well as a lot of college sci-
entists and professors are there and they are having a 2—-day study
on this thing now. We are trying to narrow it down and pick some
key points that we need to be working on. But unfortunately, it is
just like everything else. Without money, we can’t do much of any-
thing, so we have—if you look at our long testimony, we have got
a lot of ideas that we are interested in looking at. I know that you
guys can help us with this.

Senator CHAMBLISS. Thank you very much. Thanks, Mr. Chair-
man.

Chairman HARKIN. Thank you, Senator Chambliss. I just want to
join Senator Chambliss in just saying that I think most, if not all
of us, signed on the letter with Senator Baucus and others to urge
them to really move aggressively on this issue. This is of the high-
est importance to us on this committee, I can assure you.

Mr. BRADY. We appreciate that letter very much. I was amazed.
We only had a few days to get that thing done, and you are correct.
A lot of people signed onto it. I think if we had another day or two,
we probably would have had pretty much everybody’s signatures.

Chairman HARKIN. I just second what Senator Chambliss said.
I know the Department is working very aggressively on this right
now.

Mr. BRADY. Yes, sir.
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Chairman HARKIN. The line-up that I have for order of ques-
tioning will be Senator Thune, who stepped out, and then Senators
Klobuchar, Salazar, Stabenow, Crapo, Conrad, Lincoln, and Sen-
ator Craig is here, I know, to introduce the next panel as soon as
we get through with this line of questioning. So I would recognize
Senator Klobuchar.

Senator KLOBUCHAR. Thank you, Mr. Chairman. Thanks for
holding this hearing. I welcome all our witnesses, and on the third
panel, and I am not sure if I am going to be back from my other
two hearings, there is going to be a Minnesota witness and I want-
ed to welcome him, Clint Fall, who is the President of the First
District Association, which 1is a dairy processing co-op
headquartered in Litchfield, Minnesota. As you are going to hear
from Clint, the MILC Program created in the last farm bill has
been a life-saver for our dairy farmers in the upper Midwest, and
by providing assistance only when prices are low, the MILC Pro-
gram has effectively targeted Federal dollars to help farmers sur-
vive tough times.

I also met this weekend with a number of sugar beet producers
and I just wanted to mention, Mr. Chairman, that the sugar pro-
gram operates at no net cost to the taxpayers and they want to see
it continue. We had some very good meetings out in Breckenridge.

Finally, I wanted to talk a little bit with you, Mr. Brady, about
the honey issue. I was out in Ortonville at a breakfast yesterday
and there were some beekeepers there talking about exactly what
you talked about. They are very concerned. They have lost a large
number of their bees. There were a lot of theories going around
about why this was happening, especially at the Econolodge where
I was in the morning. Someone mentioned cell phones, someone
talked about pesticides. There was just all over the place.

I just wondered if you could go through, to follow up on what
Senator Chambliss was asking you about, what some of the theo-
ries are and if you have any beliefs in addition to some of the re-
search you talked about with him. What do you think would be the
best thing we could do about this quickly, because they are very
concerned not only in the effect on their own businesses, but the
effect on other crops.

Mr. BrRADY. Yes, ma’am. I appreciate your interest. On the cell
phone issue, we took all the phones away from the bees, so we ad-
dressed that immediately.

[Laughter.]

Mr. BRADY. But the CCD is basically just a name that was given
for what I believe has been an ongoing problem for the last few
years. One of the things that we are looking at really close right
now is when EPA approves pesticides, what we have historically
done is approved that based on the fact that it didn’t kill bees im-
mediately. So one of the things that we are looking at really hard
right now is a cumulative effective of pesticides. As bees work dur-
ing the summer, whatever crops they may be working on, they pick
up pollen and they pick up nectar. Both of those are stored inside
the hive, and in a lot of cases, that pollen and/or nectar is not used
or consumed until wintertime.

So I guess what I am—some pesticides are a contact kill, I would
say, so you can go out and you can see evidence where the bees
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have dropped dead because they got poisoned for one reason or an-
other. But one of the things we are looking at is the cumulative low
doses of pesticides that buildup in the hive. Your hive survives all
summer long, but when the honey flow shuts off, when the weather
turns cold, and then the bees are forced to consume what they have
got inside the hive, that is one of our big concerns, that there may
be some pesticides stored up inside that pollen. Low doses, sub-le-
thal doses that we haven’t been concerned about before, we are be-
ginning to wonder now if maybe that is causing a delayed effect on
some of these colonies dying.

The stress factor is something that we need to look at. I know
it is hard to believe that bees would be under stress, you know.
They seem to be the happy go lucky, out there working, having a
good time. But things are so much different now. We continually
shift these things all over the country. Almost every hive in the
United States goes to California for almond pollination. The
stresses on those bees are getting more and more because of more
food production. Almonds, for instance, they are basically—Cali-
fornia grows 100 percent of the U.S. supply of almonds, so all the
colonies have to go to California to pollinate out there.

We are looking at fungicides. We are looking at insecticides. We
are looking at stress. There is just a wide variety. I just came from
the meeting over at USDA and it is going to be a good meting.
There are a lot of good minds over there and everybody is putting
in their ideas and we are going to try to narrow it down and pin-
point what this may be.

Senator KLOBUCHAR. Thank you very much. I have some ques-
tions of you, Ms. Arnold. In your testimony, you mentioned the
need for financial assistance for organic farmers to go through the
certification process.

Ms. ArNOLD. Well, that wouldn’t really be for the organic farm-
ers. It would be for conventional farmers.

Senator KLOBUCHAR. To go through the certification, all right.
And a recent survey in Minnesota showed that half of our organic
farmers paid between $300 and $750 for certification and two re-
spondents paid $2,500 or more. Can you shed some light on these
costs and why they are so high?

Ms. ARNOLD. Annual certification, is the process that we have to
go through each year to maintain our organic certification. When
I send our application in, it is probably half-an-inch thick of paper.
We have an inspector come. He spends almost all day viewing our
farm and then this half-inch-thick paperwork has to go into the
certification office. They do data entry and review.

It is just a lot of work, a lot of man hours that go into the certifi-
cation process, and then the certifiers have to be accredited by the
USDA every 5 years, and currently, the second round of accredita-
tion is happening. The first one, I think, was financed by the gov-
ernment. The second one is being financed by the certifiers, and
they are being charged $107 an hour per USDA personnel who is
in the office, plus travel time. So many of these certifiers are going
to have a $15,000 bill or more to get reaccredited this year, and
that has got to be passed down to all the farmers. For our farm
itself, we pay, I think, about $2,800 a year to be certified.

Senator KLOBUCHAR. Thank you.
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Ms. ARNOLD. You are welcome.

Chairman HARKIN. Next, we will turn to Senator Salazar.

Senator SALAZAR. Thank you very much, Chairman Harkin and
Ranking Member Chambliss. Chairman Harkin, thank you, as
well, for the hearing being held in Brighton, Colorado, not too long
ago where you saw the great diversity of specialty crops and
organics that people came to testify about. My own family has been
involved in agriculture for many centuries and we today produce
potatoes in Colorado and it is now, I think, the third-largest crop
that is produced within our State. So I am appreciative of the fact
that you are paying attention to specialty crops and organics as we
move forward toward the farm bill, so thank you very much.

I also wanted to say thank you to Senator Stabenow and Senator
Craig as they move forward with legislation on specialty crops. It
was legislation that I cosponsored last year and look forward to
taking a look at the bill that they have introduced this year.

I have a question for you, Mr. Clarkson and Ms. Arnold. Mr.
Clarkson, you sent forth a vision that you say we ought to be able
to double the amount of organic production that we have in this
country and you talk about the disparity that we currently have be-
tween the amount of organic production that we have and the de-
mand that we have out at Wild Oats and places like that that sell
organics. For you and Ms. Arnold, I guess I would ask, if you were
to do the top two things to enhance the organic agriculture indus-
{;)r;; here in America, what would those two most important things

e’

Mr. CLARKSON. Do you want to go first?

Ms. ARNOLD. It is hard to pick. I would think——

Senator SALAZAR. You gave us, I think, ten——

Ms. ARNOLD. Seven, yes. I would say increasing the research to
reflect the amount that organic is of the market. Right now, I think
organic research, specific research, has point-six percent of the Fed-
eral dollars versus the actual marketplace that organic is almost
3 percent.

Second—it is so hard to choose because there are many needs
and some of them require dollars and some of them don’t—can you
go with your first

Senator SALAZAR. You can stick with your seven, Ms. Arnold.

Ms. ARNOLD [continuing]. And I will come up with a second.

Senator SALAZAR. We have your seven. How about you, Mr.
Clarkson?

Mr. CLARKSON. My personal priority here is the integrity of the
entire organic movement rests on the integrity of the seal. We as
a nation have funded a National Organic Program which lives in-
side the Agriculture Marketing Service, which lives inside the
USDA. It is a small band of people—I think they number less than
nine—and they have an entire new market sector to regulate, en-
force the rules in, define new definitions as they come up.

So this is really just a request for good government. The classic
role of government is to enforce the rules, certify the certifiers, and
help develop the law that they are custodians of. I don’t believe
there are enough people, I don’t believe there is enough funding for
them to do their job adequately, and I think that is a foundation
issue for our entire industry.
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Ms. ARNOLD. Yes. I would totally agree with that, and that is not
a farm bill issue, so I wasn’t thinking of that, but absolutely. That
is why this pasture issue, or at least that is why USDA is saying
this pasture issue has not been taken care of, because they only
have eight people in the office and they have so many responsibil-
ities and their budget is an annual appropriation thing, not a farm
bill issue. But yes, having the staff and the ability to keep the pro-
gram going and oversee it and keep the integrity there is abso-
lutely a crucial thing to organic agriculture.

Senator SALAZAR. So what both of you would say, making sure
we beef up the USDA operation with respect to organics and put-
ting a focus on that within USDA would be very helpful.

Let me ask you as a follow-up to that question, we have received
lots of testimony from Secretary Johanns and USDA with respect
to organics and specialty crops. What is your view of the adminis-
tration’s proposal with respect to organics and also your view in
terms of what they have said or what their proposals are relative
to the functioning of USDA with respect to organics?

Mr. CLARKSON. I don’t feel competent to respond directly to your
question because I am not that knowledgeable about what the ad-
ministration is proposing on this. If I might, I would like to follow
up on your other question, because I only gave you——

Senator SALAZAR. Go ahead.

Mr. CLARKSON.—I only gave you one answer. The second answer
to your question is really a linked one. It goes to the insurance for
organic farmers so they can cover their risks so their lenders will
be happy to finance them. But I don’t believe that that is going to
work until we have better data, which goes back to authorizing the
USDA to collect, or the various government agencies to collect im-
port-export and then the Agriculture Department collects produc-
tion and marketing data so that the insurers can be nudged into
more reasonable insurance for the organic community. Those would
be my two-and-a-half key points.

Senator SALAZAR. Ms. Arnold?

Ms. ARNOLD. Yes. I am not all that familiar with the USDA’s, or
the President’s and Johanns’s points on organic agriculture, al-
though I do believe that their proposal for organic research was ac-
tually a decline and not an increase. So I would say that is abso-
lutely off base.

Senator SALAZAR. Do you think that we ought to have a separate
title in the farm bill that deals with organics?

Ms. ARNOLD. I am not sure that that is necessary. I think or-
ganic agriculture can be fit within existing titles.

Senator SALAZAR. Mr. Clarkson?

Mr. CLARKSON. At the Organic Trade Association, that has come
under discussion. I have been party to some of the discussion, cer-
tainly not all. It seems to us that we can fit the organic require-
ments inside the existing structure. We are thinking that a new
title would be unnecessarily complicating and perhaps setting up
new communications paths inside the administration that are dif-
ficult to do, difficult to regulate. So we would look forward to trying
to work within the current structure without a separate title.

Senator SALAZAR. Thank you and also the rest of the witnesses
for your excellent testimony this morning.
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Ms. ARNOLD. Thank you.

Mr. CLARKSON. You are welcome.

Chairman HARKIN. Senator Thune?

Senator THUNE. Thank you, Mr. Chairman. Thank you for hold-
ing another in a series of hearings that are so important to this
farm bill. I know that part of the farm bill discussion is going to
include the topic of today’s hearing, which is the important role
that fruits, vegetables, and specialty crops play in our agricultural
industry. And in fact, the sales of those crops constitute a third of
U.S. agriculture cash receipts, and the figure rises to 50 percent
when nursery and other specialty crops are considered.

So as we will hear today, I think, challenges facing the fruit and
vegetable industry can be met by effective public policy and it is
a tight budgetary atmosphere and the members of this committee
are going to have to work together to allocate resources in a fair
and equitable manner that provides a safety net for our producers
and a reliable food supply for our nation. So I appreciate all those
who are testifying today and the perspective and the insight that
you give us as we begin this important work of getting a new farm
bill put together under what are some interesting budgetary and
international trade constraints.

I have a couple of questions tying back to—I want to come back
to some of the questions, the line of questions that has been raised
earlier with regard to the bee situation, the honey. Mr. Brady, if
you could describe—I know you have already answered in some de-
gree questions with regard to what is causing this, but can you tell
me that based on known current losses what impacts CCD is going
to have on the 2007 honey crop, on 2007 pollination needs, and
what will be the long-term repercussions if this disorder is not ad-
dressed?

Mr. BrADY. I believe as far as the 2007 honey crop and polli-
nation, I believe at this point that—some of the things that are
happening in the industry, myself, for instance, we are increasing
the number of colonies that we are running. A lot of the smaller
outfits have just not been able to maintain profitability so they
have gone out of business. So our colony numbers have gone down,
but some of the rest of us are trying to pick up the slack and in-
crease our numbers so that we have an adequate amount of bee
colonies for pollination.

Honey production, it is going to suffer any time you lose the
amount of colonies that we have lost last fall and this winter. We
can rebuild those numbers, but in the process of rebuilding them,
it also weakens your good, strong, established colonies, which
therefore in turn cuts down on your honey production for that par-
ticular year.

I believe with the proper research—I believe if nothing is done,
we are going to be in a very serious problem. California almonds,
for instance, I always use that example because it takes over a mil-
lion hives of bees to pollinate that almond crop out there. Projec-
tions for 2010, 2012, it could take up to 1.5 to two million colonies
of bees to be able to pollinate that crop. So we have got to make
some increase in our numbers. We have got to get these things
built back up, but it can be done. It can be done through the proper
research. We have got good beekeepers out there that are not going
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to give up. You know, the health of that honey bee is going to be
critical to maintaining these numbers.

Senator THUNE. In your opinion, has USDA effectively utilized
its available resources to assist beekeepers with this problem?

Mr. BraDy. That is a tough question. USDA has done us a lot
of good, but I believe that the last four to 5 years, they have been
lacking on some of the research, and I am not pointing any fingers
or blaming anybody. It is probably a money problem. There is only
so much money to go around, and like I said, a lot of the funding
for these labs, they are so underfunded that it has taken most of
the money just for administrative costs, salaries, those type things,
and the money is just not there for the research. We are so far be-
hind on bee research, it is just unbelievable.

That is one of the reasons I am leaning toward University of
California at Davis. I am thinking possible some of these private
universities might be able to lend a hand and maybe do some more
specific work on some of these problems that we are facing.

Senator THUNE. Are there steps that Congress ought to be tak-
ing, do you think, in your opinion?

Mr. BrRADY. Only on the money side, you know. Of course, we are
trying to get crop insurance. We have never had crop insurance.
There is a proposal on the table and I think it is kind of ridiculous,
really, that all of these crops that we pollinate, that we don’t have
any crop insurance for our sale. I know it is going to be a really
tough thing to do. We are working on it. The numbers are not real-
ly good because so many beekeepers jump from one State to the
next, it is hard to come up with good numbers on production. We
are looking right now at maybe using grower income numbers,
those kind of things, to make a better base for some crop insur-
ance.

Of course, the loan program is vital for us, especially with all the
imports that are coming in. The loan program is at 60 cents right
now. We would love to see it go to 75, but our biggest concern is
to maintain it. This is a really good marketing tool for beekeepers.

And pollination and honey both go hand-in-hand. We are not
going to have one without the other. Some people say, well, just
don’t worry about the honey, just pollinate, but you can’t keep
these bees healthy without keeping them on a honey flow. So there
has got to be some honey production in there, as well.

Senator THUNE. I appreciate that and I would just say, in my
home State of South Dakota, we don’t produce a lot of fruits and
vegetables, but we are one of the nation’s largest honey producers.

Mr. BRADY. Absolutely.

Senator THUNE. We are, I think, fourth largest honey producing
State and over ten million pounds of annual honey production. And
you add to that the fact that the bees are transported around the
country to pollinate several other different varieties of fruits, vege-
tables, and specialty crops, this is a very, very important issue to
my State, and in South Dakota and several other States around the
country, we are losing 40 to 60 percent of their hives.

So I appreciate your testimony. I know from what you said ear-
lier that some producers are experiencing losses as high as 90 per-
cent, so——

Mr. BRADY. Yes, sir.
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Senator THUNE [continuing]. This is going to have an immediate
impact on the economic well-being of our honey producers and we
want to do everything we can to assist in coming up with workable
solutions and welcome, as always, your input in that regard. I
know that I will be hearing from my honey producers in South Da-
kota.

My parents were in the honey business for one summer back in
1961. It was a dry, hot summer, as is typically the case in South
Dakota. It was not a good year for honey production, but I am told
that I got a bee sting that year which they were worried I wasn’t
going to make it. So we have a little personal experience with this,
but I have great respect and regard for the people in my State of
South Dakota. They are very hard working and we want to make
sure that they have the tools in place that allow them to continue
to be prosperous and contribute to the many needs of production
across the country.

So thank you for your testimony, and Mr. Chairman, I look for-
ward to working with you to address these important issues.
Thanks.

Mr. BrRADY. I appreciate it very much.

Chairman HARKIN. Thank you, Senator Thune.

I now will turn to Senator Stabenow.

Senator STABENOW. Well, thank you, Mr. Chairman, for this im-
portant hearing. We have three excellent panels today and welcome
to each of you.

First, I appreciate the comments regarding the Fresh Fruits and
Vegetables Program. We have all worked so hard on that, and part
of the reason that we want to add a new title of specialty crops in
the farm bill is to also help our organic farmers. It is very much
a part of what you are doing. The more we expand into fresh fruits
and vegetables for all of our Commodity Purchase Programs, our
nutrition programs, I am assuming that is a very positive thing for
each of you, so we hope to be able to do some significant things in
the farm bill.

Mr. Brady, I wanted to ask you a question, as well. I know there
is a lot of interest as it relates to bees these days, and not only di-
rectly for the industry, but the environment and just the broader
issues that surround the need to have a healthy bee industry.

I wondered if you might speak about the unfair trade practices
you talked about earlier. We know that what happened with China
and the fact that we were able to do anti-dumping protections and
then change the loopholes that China was using to be able to ad-
dress the concerns regarding the unfair dumping coming into this
country. But I wonder if you might just speak a little bit more from
a trade standpoint, and I would welcome any other panelists who
have had issues related to trade practices as we work to level the
playing field and make sure that we are truly enforcing the laws
so that our producers and businesses in the United States have full
opportunity to succeed.

Could you speak about, a little bit more about the unfair trade
practices? It looks like it is getting a little better, but maybe
not—

Mr. BraDy. It is getting better. Closing the loophole was a tre-
mendous help for us. It took us a while to get it done, but you guys
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got it done and we appreciate that. You know, the Chinese are very
energetic people and every time we plug one hole, another hole
opens up.

Right now, one of the things that we are facing is what we call
a Baker’s Blend. There is over a million pounds a month coming
in right now and we are in the process of doing some sampling to
see if it is a blend of other sugars and honey or if it is pure honey
and they are trying to come in under the radar as far as our tariffs
are concerned under the anti-dumping.

It is really tough when you look at the packers here in the
United States, and I am not blaming them. They are there to make
money, as well. But we are competing with China on a basis that
there is just no way. They are selling honey over here still way
below what our cost of production is. We just—you know, in my
particular case, I have got a few packers here in the United States
that pack 100 percent domestic honey and I really appreciate them
for that. We hold honey all year long for them in the warehouse
and sell it to them a little bit at a time. But when you are forced
onto the open market to try to compete with China, you can’t do
it. There is just no way.

The new shipper legislation helped us a tremendous amount.
Like I said, now, they are coming in with what they call a Baker’s
Blend. We are not sure what it is. We are working on that to find
out whether they are just dodging the anti-dumping laws or wheth-
er it is a labeling issue.

We are trying to get a standard of identity for honey, as well.
What is pure honey? We are working on that through USDA. So
there is quite a few things in the process right now, but the im-
ports are—I have some numbers here just real quick. Our share of
domestic honey sales in 2006, 31 percent of the honey that was sold
in the United States is domestic honey. In 2005, it was 38. In 2004,
it was 46. So you can see that even with the things that we are
doing, our market share is shrinking every year. Now, part of that
can be attributed to a smaller honey crop here due to CCD and
those particular things. Our 2006 crop was about 155 million
pounds, which is down over 50 million pounds from our average
crop.

But our market share is shrinking, and so we really—one of the
things that we are working on is a U.S. Domestic Honey Board.
USDA has got that information now and we want the consumer to
be able to know what they are buying. We are working on labeling
laws. When you go in and buy a jar of honey at HEB or wherever,
it may have a country of origin label on there that has got ten dif-
ferent countries on there. You have no idea where it came from,
none whatsoever.

Our current marketing board, National Honey Board, can only
promote honey generically. They are not allowed to promote USA
honey. So we are in the process of trying to come up with a USA-
only Honey Board that will promote USA honey only and

Senator STABENOW. Would you repeat that again, that they don’t
promote U.S. honey?

Mr. BRADY. Yes, ma’am——

Senator STABENOW. Go back on that again, would you?
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Mr. BrADY. Our existing National Honey Board can only adver-
tise or promote honey generically. They can’t push U.S. honey one
way or the other, and that is just the way it was set up. So it is
very important to us now to get this U.S. Honey Board that we are
working on, get it in place. It will be able to promote U.S. honey,
as well, so people know the difference.

Constantly, I have people coming up to me and they say, why
does the honey that I buy in the store, why doesn’t it taste like the
honey that we get from you, and the simple reason is some of it
is junk. A lot of it is blended to bring the price down. We just want
them to realize that there is a good, pure USA product out there
that they can buy, and this new Honey Board that we are working
on will help us do that.

Senator STABENOW. Absolutely. Thank you very much.

I don’t know if anyone else—Mr. Clarkson?

Mr. CLARKSON. Senator, depending on the breadth of your ques-
tion, the organic community has run into trade obstacles serving
clients in countries such as Korea over GMO issues. The Koreans
have adopted the world’s most restrictive attitude toward geneti-
cally engineered trace. Their tolerance level officially is zero, which
is an impossible standard.

We have known a number of organic companies that have just
quit shipping because they don’t believe they can ever meet the
zero standard. We have noticed others that have continued to ship
and they have had their containers stopped and after two to 3
weeks, they seem to go in, which would suggest to me that there
is an informal rule, as well as a formal one. But no company wants
to subject itself to the risk of being stopped by the formal rule.

So this is a situation on which I know the USDA is engaged in
negotiations. The Koreans bring their own difficulties to the trade
table and I would wish our negotiating parties good luck at the
next session. But that is an increasing problem for the organic
world, being tainted with any trace element of GMO. Most coun-
tries are more liberal than the Koreans.

Senator STABENOW. Thank you very much, Mr. Chairman.

Senator CHAMBLISS. [Presiding.] Mr. Clarkson, do you know
whether or not that issue was addressed in this most recent bilat-
eral with South Korea?

Mr. CLARKSON. I absolutely do not, sir.

Senator CHAMBLISS. Okay. Senator Lincoln?

Senator LINCOLN. Thank you, Mr. Chairman. Both of my ques-
tions actually go to the issues that Mr. Clarkson brought up and
also with the honey issue.

Mr. Brady, I appreciate your testimony and seem just as shocked
as Senator Stabenow that we can’t promote domestic honey. Maybe
there is a way—I don’t know about the rest of you all, but with the
amount of pollen that is in the air right now

[Laughter.]

Senator LINCOLN.—I have always been told that if you use not
only domestic, but more importantly locally produced honey, that
it will definitely lessen your effects with allergies and with the pol-
len that exists in your local area, so maybe we can use it for that
purpose, promoting locally produced honey on behalf of all of us
that suffer from allergies.
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Mr. BRADY. Yes, ma’am.

Senator LINCOLN. I certainly would like to look at those types of
exceptions, but I think it is so important that we maintain our do-
mestically produced honey.

Arkansas is not one of the top honey-producing States in the
country, but we do have a number of commercial producers and
certainly some hobbyist beekeepers. It was one of the first things,
when my Mother and Daddy married, my Dad started beekeeping.
It was one of the things that they loved doing together and it was
a wonderful hobby for them and something that they enjoyed.

When you talk about the Baker’s Blend and you talk about these
trade issues, you have elaborated, I think, on some of the chal-
lenges. We were delighted in that pension bill to be able to get the
new shipper’s review and do feel like it has been helpful, but obvi-
ously, as you said, they are going to find other ways around that,
whether it is labeling or the mis-labeling of those imports, blending
or tainted imports that we are not aware of. What about trans-
shipments? Has that been an issue, as well?

Mr. BrRADY. It has been an issue, and by closing the loophole, it
makes it more of an issue. But the transshipments going through
other countries, whether it be Mexico or Taiwan or wherever it
might be, we do a fairly good job of monitoring that. We have a
good law firm here in Washington that takes care of some of those
issues through ship manifests and those type things, and we are
also able now to identify honey through sampling.

Chinese honey has certain qualities, certain ingredients in it that
we don’t have in U.S. honey. So we can—it is sort of a fingerprint
issue. We can tell where some of those honies are coming from. Not
too long ago, we actually caught a couple of loads in Canada that
had come in from China and they tried to come in through Canada
and market as Canadian honey, so Customs was able to catch that.
So that is an issue, but it is something that we have a fairly good
handle on.

One of the things that is keeping prices down right now is while
we were waiting on getting this new shipper legislation passed,
there was a tremendous amount of honey that just flooded into
here, and the Chinese knew that we eventually were going to get
it passed, so they took advantage of it and a lot of these packers,
they are just stockpiled up. Once those supplies go down some, I
think we will see a good result from the new shipper loophole.

Just for your information, Arkansas, I sell a lot of honey to Fish-
er Honey Company in Arkansas. They are an excellent company
and they buy a lot of domestic honey, so I appreciate that.

Senator LINCOLN. They are a good company, and it is important.
I know not only do I appreciate it as an industry, but as a con-
sumer——

Mr. BRADY. Yes, ma’am.

Senator LINCOLN [continuing]. With two boys that eat plenty of
honey on their oatmeal and plenty on their biscuits, it is a great
way, it really is, in terms of allergies and stuff, if you can get it
domestically and particularly locally, which I do.

Mr. BRADY. Yes, ma’am.

Senator LINCOLN. Ms. Arnold and Mr. Clarkson, just to touch a
little bit on your testimony pointing out about the organic pro-
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ducers, what they face when their crops are unknowingly contami-
nated, particularly Ms. Arnold, with the genetically modified mate-
rial, this has been a tremendous problem for our rice growers in
Arkansas and our rice producers and they are facing it right now,
as well, as you may well know, with the multiple circumstances
they have dealt with.

Maybe you could elaborate on some steps that you believe Con-
gress could begin to take to help mitigate some of the losses that
farmers are experiencing. We are finding certainly that the losses
our rice growers are experiencing is tremendous in terms of what
they are producing that is contaminated, but then they are also be-
coming skittish because—I mean, the seed crops for these crops
started in 2003, so knowing what kind of seed they are getting
from the dealers, it may have been certified by USDA and yet still
they are finding those traces in there. Our farmers are finding that
they are not getting much help from USDA in terms of losses of
what they are experiencing. Maybe you can

Ms. ArRNOLD. Right. Well, this is definitely an issue that cuts
across. It isn’t just an organic issue, but many conventional pro-
ducers also need GMO-free commodities for their markets. I would
say it is not the responsibility of the taxpayers to cover these losses
that producers are suffering, but it should be the responsibility of
the manufacturers who are making the profit on these seeds to be
the ones that pay the farmers and the processors who are experi-
encing these financial losses. So I am not exactly sure what kind
of law could be put into place, but that is where the responsibility
should squarely lie, on the shoulders of the manufacturer.

Senator LINCOLN. Well, it is interesting, because when we talk
to those particularly in the scientific field that are the ones experi-
menting with these things, they tell us it is not their responsibility
because this is not their product. They are just doing the scientific
research there and that the product belongs—and, of course, as you
said, the manufacturer of the product is saying, well, it is not our
research, it is their research that is causing the problem——

Ms. ARNOLD. Right.

Senator LINCOLN [continuing]. And maybe perhaps their lack of
sophistication in keeping that research contained. And, of course,
USDA is responsible for the review and making sure that there is
oversight of all of this. And all three of those throw up their hands
and say, well, it is not our responsibility, and yet our farmers are
the ones that end up with the loss, so

Ms. ARNOLD. Exactly.

Senator LINCOLN [continuing]. We would certainly love to work
with you to come up with something that helps our farmers.

Ms. ARNOLD. And I think the other point is that the farmers that
are purchasing the seeds and growing the crops, they actually are,
I believe, they are only renting the seeds and it is the manufac-
turer who retains all rights——

Senator LINCOLN. Oh, absolutely.

Ms. ARNOLD [continuing]. So that is absolutely where the respon-
sibility lies.

Senator LINCOLN. And it costs them an awful lot to not be able
to manage their own seeds from year to year, and I hear regular
complaints about that.
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Mr. Clarkson?

Mr. CLARKSON. Senator, the issue in the rice world comes criti-
cally from a company introducing a genetic trait that was not ap-
proved in the United States, let alone in foreign countries. I think
it would be appropriate for us as a nation to not allow the introduc-
tion and open production in the great outdoors of unapproved ge-
netic events. That is using the U.S. farmer as the infantry in a bat-
tle that is not his

Senator LINCOLN. Right.

Mr. CLARKSON [continuing]. And really damage him.

Second, if people are going to introduce new traits, those of us
who have to test for traits when we see things coming into ele-
vators and moving into commerce would love to have some sort of
genetic signal that we can pick up when we are testing rather than
have to go to link the analytical labs, where we may not get the
results for a week and it costs us a thousand dollars to find out
what is inside that crop.

Senator LINCOLN. Well, go back 10 years in research, which is
what they are doing, and you are right, I mean, not being able to
test at the elevator.

Mr. CLARKSON. We are not saying no to genetic engineering. We
are not saying no to development of new traits. But we are think-
ing that it would be very appropriate for us to regulate the intro-
duction of those traits better than we have done as a nation.

Senator LINCOLN. Thank you, Mr. Chairman.

Senator CHAMBLISS. Senator Casey?

Senator CASEY. Senator Chambliss, thank you very much, and I
want to thank you and Senator Harkin, our Chairman, for calling
this hearing. I want to accomplish two things. I have a couple of
questions for this panel, but I do want to preview the next panel
lﬁeﬁause there is a Pennsylvanian on that panel that I want to say

ello to.

John Rice from Adams County, Pennsylvania—I didn’t see John
when I came in, I don’t know if he is—dJohn, thank you very much
for being here. I am going to brag about you for another 20 min-
utes, no more.

[Laughter.]

Senator CASEY. No, I want to welcome John. He is, as I said,
from Adams County, Pennsylvania, the county of Gettysburg and
so much history, but also a county that produces a lot of apples.
John is an apple grower and packer and he will be giving us his
perspective today on specialty crops.

I do want to mention for the record Russ Redding, who is from
the Pennsylvania Department of Agriculture, was scheduled to be
here this morning, but he had a medical emergency and can’t make
it, so Mr. Chairman, I would ask unanimous consent that Mr.
Redding’s written testimony be made part of the record and that
members of the committee be allowed to submit questions to Mr.
Redd(iing for the record. That would be a very important part of the
record.

[The prepared statement of Mr. Redding can be found on page
205 in the appendix.]

Senator CASEY. But just for the record, I wanted to make sure
that we highlighted some of the aspects of Pennsylvania agri-
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culture. We have got, obviously, a lot of dairy farmers in Pennsyl-
vania. Specialty crops and dairy represent the majority of Pennsyl-
vania agricultural products. As Mr. Rice knows, we grow every-
thing from apples and mushrooms to peaches and more mushrooms
in Pennsylvania. We also have a lot of nursery stock in our State
and a good deal of floriculture, which is sometimes forgotten when
we talk about specialty crops.

We are way up there on the ranking of dairy States. But unfortu-
nately, just recently, this past month, I guess it was, in March, we
went from fourth to fifth in dairy production. Senator Crapo’s State
of Idaho, has now passed us out, and that highlights the problem
we have in Pennsylvania.

Basically, as everyone here knows if you know anything about
dairy farming, is that our farmers are not getting the price that it
costs to produce the milk that they are producing. In fact, farmers
in Northeastern Pennsylvania, which is the corner of Pennsylvania
where I am from, they are losing $5 on every hundredweight of
milk that they produce. So in many ways and in large measure, the
future of Pennsylvania agriculture depends upon the decisions we
make in this year’s farm bill for dairy and specialty crops.

I think we also must assist specialty crop growers with programs
for marketing research and export, and I know the new farm bill
must include a new Federal dairy program that works for Pennsyl-
vania farmers by taking into account that cost of production.

So I look forward to hearing from the witnesses today. I missed
the opening testimony from the witnesses before me.

Let me just quickly get two questions in, if I can. I guess the
first, I would direct to Kathie Arnold. Your testimony, which I
missed but I have the written version of it, and I especially respect
what you do as a family. I know in your testimony it mentions your
husband, Rick, and his brother, Bob, and the family aspect of it
and that is certainly true of family dairy farms in Pennsylvania.
I can’t imagine what you do every day just to make ends meet and
I appreciate that.

But we know that certified organic label certainly plays a huge
role in any success that you or others have, and I know that as
part of your testimony, you said that the labeling program should
be updated to reflect that increased cost in funding needs. I guess
the basic question I have for you is, do you have an estimate as
to how much this update would cost? And you may have already
answered this, you may have been through it, but I just wanted to
have this for the record if that is available to you, if you know it.

Ms. ARNOLD. Yes. What you are referring to, I think, is the Na-
tional Organic Certification Cost Share Program——

Senator CASEY. Correct.

Ms. ARNOLD [continuing]. Where producers can get up to, cur-
rently up to $500 reimbursed on their certification costs and we are
asking that it be moved up to $750 because of these increased ac-
creditation costs of the certifiers. What we are asking for is $25
million for a 5—year farm bill for the certification cost share.

Senator CASEY. Thank you very much.

Ms. ARNOLD. You are welcome.



29

Senator CASEY. And I appreciate the work that you do. I know
I am short on time, but I also wanted to ask one question to Ms.
Jackson, part a commentary and part a question.

I appreciate the fact that you highlighted something in your tes-
timony where you introduced this paragraph by saying, we have
heard this from other witnesses. Sometimes that is the case, but
sometimes it doesn’t matter because it bears repeating and empha-
sis because of what you have in there.

I was struck by this statement. Hunger, obesity, and other diet-
related diseases and food insecurity are all rising in both urban
and rural areas, and then you talk about the challenge that local
food producers have in terms of transportation and other costs and
you talk about the programs that we are discussing as part of this
farm bill, including the Community Food Project’s Competitive
Grant Program, the Value Added Producers Grants, the Farmers
Market Promotion Program. And then you say by using those pro-
grams, you empower communities to find innovative solutions to
their own problems.

First of all, I want to commend you for highlighting the chal-
lenges that real people face. Sometimes we get a little lost here. We
talk about programs and budgets and numbers, as important as
that is and as essential as that is, but we forget the impact some-
times and the urgency that is a part of this farm bill to impact peo-
ple’s lives in a positive way. These challenges, whether it is hunger
or obesity or other health problems that families have, and espe-
cially children have, are not limited to one party or one region of
the country, and I appreciate the fact that you highlighted that.

I don’t know whether you have a comment about some of those
costs and some of those burdens that people face in those situa-
tions.

Ms. JACKSON. Of course, I do. I think we have a strange phe-
nomenon in this country where we have people who are obese and
malnourished at the same time. I like to say it is a proliferation
of cheap nasty food. It used to, when people were poor, they had
a garden to rely on and so they got fresh whole foods and they had
clear access to that. And now, people who are of low socioeconomics
rely on calorie-dense and nutrient-not food because that is what
some of our food policies have led to in this country. You can walk
down any aisle in a grocery store and kind of see that in action.

And so I think it is really important that we do look at this docu-
ment that lays out several programs, not just the ones that are al-
ready in existence that you mentioned, but others that could sup-
port communities to find solutions that fit the needs of that par-
ticular community. As a former classroom teacher, I used to see—
I saw the meals that were provided in schools. I saw what my chil-
dren brought to school to eat. Now I noticed that several of those
children have developed diabetes and that is something that is
going to cost and is costing the American public a tremendous
amount of money, so we need to make sure that we are doing what
we can and put

The USDA says that for every two programs that they fund
through the Community Food Project Grants, there are eight oth-
ers that go unfunded and they have done tremendous work, the 10
years that this grant has been made available. We are asking that
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that be increased so that we can have more communities show us
what they can do to—because Community Food Project grants meet
the needs of low-income people while at the same time benefiting
our farmers. And in this day and age, that is a big job, to address
those two needs simultaneously.

But thank you for your comments.

Senator CASEY. Thank you very much. Sorry for the overtime.

Chairman HARKIN. It is very good. I just say to my friend from
Pennsylvania and to you, Ms. Jackson, our nation for that we
ought to take pride in having established a Food Stamp Program
that allows people of low income to get adequate food. The other
problem is that the highest incidence of diabetes and obesity and
bad health is among low-income people. This is not surprising since
the cheapest and most filling, not to mention convenient foods are
high in fats and carbohydrates. One of the reasons they don’t buy
fruits and vegetables is because those are the most expensive
things in the store. And, if you are shopping at you local Bodega,
fresh fruits and vegetables may not even be available.

Now, I hope to work with the Senator from Pennsylvania and the
Senator from Michigan on the farm bill to maybe put some incen-
tives in there, so that when you use your EBT card, if you buy
fruits and vegetables, you get a bonus in your Food Stamp allow-
ance. For example, if you bought something for a dollar, it would
only cost you maybe 50 cents or something like that to encourage
people to purchase and consume more fresh fruits and vegetables.

The other thing is to allow users of the EBT card, Food Stamp
cards, the EBT card, to use those at farmers’ markets. We tested
that out last year by providing farmers’ markets with these wire-
less point of service devices that enabled EBT card use even where
theere was not electricity or a pemanent farm stand in place. The
next project is information out through our Community Action
Agencies, churches, different places like that so that people who
use the EBT cards know that they can take them to the farmers’
market. In the places that we experimented with these devices and
publicity, the result was—I don’t know if it was overwhelming, but
very positive. The Food Stamp recipients would go to local farmers’
markets and start picking up fresh eggs and fresh meats and fresh
fruits and vegetables and things like that.

Ms. JACKSON. And I think your proposal to have that bonus be
particularly helpful, because studies show that most people’s Food
Stamp dollars don’t last them long enough, you know, don’t take
them through the month adequately. At the same time, when we
work for farmers, we want farmers to get as much of the food dol-
lar as possible, so we are paying the high cost of cheap food, so we
want our farmers to get as much money for their food as possible.
So you are kind of playing both ends against each other.

Chairman HARKIN. Right.

Ms. JACKSON. And so I think it does need something extra added
to the EBT situation so that they have more money to spend at the
farmers’ markets.

Chairman HARKIN. Thank you very much. This has been a very
informative panel. We thank you very much for your wonderful tes-
timony and especially the written testimony you have, which gives
us a lot of things to go on.
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But this will be, I can tell you right now, this will be a very sig-
nificant part of this farm bill. I think we all agree on that. We are
going to focus more on specialty crops. As you point out, 30 percent
of our farm income, cash, goes to specialty crops, and yet it has not
been made much of a part of the farm bill in the past and we are
going to do more, I hope, in this regard in this bill. Of course, I
know the Senator from Michigan is one of the leaders in this, she
and Senator Craig, and I also know the Senator from Pennsyl-
vania, also. So we have got good people here working on this. So
I thank you very much.

Now, we will call up our second panel, and he has been most pa-
tient being here all this time and I appreciate Senator Craig for
being here before the next panel. I would call up the next panel.
That would be Mr. Phil Korson of the Cherry Marketing Institute;
Ms. Maureen Marshall of the United Fresh Produce Association;
Mr. A.G. Kawamura, Secretary of Agriculture—well, hello again. I
haven’t seen you for some time. That is good—from California; Mr.
John Rice, former Chairman of the U.S. Apple Association; and Mr.
Bill Brim, Georgia Fruit and Vegetable Growers Association.

Before we open this panel, I would yield to my good friend, the
Senator from Idaho, Senator Craig.

STATEMENT OF SENATOR CRAIG, A U.S. SENATOR FROM
IDAHO

Senator CRAIG. Mr. Chairman, thank you very much for the cour-
tesy you have extended to allow me to stay behind the dais this
morning. I used to serve on this committee and I, in listening to
the last panel, realize how much I miss it, having farmed and
ranched what I say the better and productive side of my life. To
even have a discussion on pollenization was a fascination because
I used to recertify alfalfa seeds and pollinators were critical. I
spent a good deal of time in the Central Valley of California now
working with agricultural people, primarily on water issues and
immigration and labor issues, so it has always been a fascination
and an involvement of mine.

Now I am here working with Senator Stabenow on what I think
is a very important issue, and when I look at the makeup of the
panel that you have allowed me to lead this morning, it falls so di-
rectly into what you have already said you would put as a high pri-
ority this year in the writing of a new farm bill, and we believe it
is and must be a priority, I think most do not realize, Mr. Chair-
man, the significance of specialty crops and their value in the U.S.
economy and in the health of U.S. citizens. You heard a little bit
of that this morning.

According to the U.S. Department of Agriculture—these figures
have been talked about some, but fruits and vegetables alone add
$29.9 billion to the U.S. economy, and that is in 2002. That doesn’t
include nursery crops and a variety of other ornamental plant crops
and specialty crops of that type that are rapidly becoming a part
of the U.S. agricultural and marketing scene. In my State of Idaho,
that side of it is growing significantly. The specialty crop industry
accounts for $53 billion in cash receipts for U.S. producers, and
that is close to 54 percent of total cash receipts for all crops in
American agriculture today. So it is extremely significant.
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I grew up in a State of specialty crops, so when I think of it, yes,
we are large grain producers in the North, and yes, we produce
sugar beets, and yes, of course, potatoes. But when I look at cher-
ries and table grapes and wine grapes, of course, and apples and
onions and carrots and a variety of the seed crops that we produce
in my State because of the uniqueness of the climate, dry falls, con-
trolled moisture because of irrigation and all that, we really—it has
been a very significant role for our agriculture to play.

Just a few years ago, Mr. Chairman, I was able to get the wine
industry of Idaho just a small grant to do a little focused research,
to do a little advertising, and it has significantly helped them in
a way that I think, when I focus on that and when I am working
with the Senator from Michigan, we clearly understand the impor-
tance of it.

Maintaining a viable and sustainable specialty crop industry
also, as I said, benefits the American citizen. We heard about obe-
sity earlier and the tragedy of that, especially on our young people
today. I used to sit in this room chairing the Aging Committee and
I talked about these longevity charts and what it is doing to us in
domestic policy, if you will. What do we do when the average age
gets to be 90, when we have five million septuagenarians. I am
now being told that if we are not careful, those demographic charts
are going to adjust, not upward but downward in the next genera-
tion, and that would be the greatest tragedy played upon the Amer-
ican scene that we have ever seen. With the kind of investment
that we make in science and health today, to fail in those areas
would just be a tragedy.

S. 1160 that we have introduced, the Specialty Crop Competition
Act of 2007, we would hope that in the drafting of the farm bill,
you and the committee would take a special look at this because
we have spent a good deal of time working with the industry itself,
crafting it in a unique way, in a bipartisan way that we think fits.
I talked with the Secretary of Agriculture the other day. They have
looked at our proposal and are very enthusiastic about it in a gen-
eral sense. I can’t say it was an endorsement, but he recognizes,
as we all do, the value of specialty crops in this area.

Mr. Chairman, this bill does not provide direct subsidy to pro-
ducers like other programs do. It is a different approach because
specialty crops are different in that respect. It is a bill that I think
is a step forward to highlight the significance of this industry in
a way that brings benefit not only to the industry and the strength-
ening of it, but also the diversity that the food supply provides to
a healthy consumer, and that, of course, is predominately the
American consumer.

Thank you very much for allowing me to slip in and say hello to
the committee again and to support my colleague, Senator
Stabenow, in this effort and the specialty crop industry per se.

Now, I should stay for the third panel because it is dairy, but 1
won’t. That is one of the uniqueness of my State. We are one of the
fastest-growing dairy States in the nation, as you know, and I
think we are up in the top four or five now and still growing and
it plays a significant role in the overall economy of our State and
the region. But that, I will not do. You have been generous and
kind with your time. I will monitor and my staff will work very
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closely with yours and the other Senators as you craft a new farm
bill for our country. Thank you.

Chairman HARKIN. Well, Senator Craig, thank you very much for
a very perceptive statement. You sure you don’t want to come back
on the committee? We could use you for this farm bill.

Senator CRAIG. I have been trying to get back, but they won’t let
me for some reason.

Chairman HARKIN. I know.

[Laughter.]

Chairman HARKIN. Well, I can assure you, I am aware and my
staff is aware of the bill that you and Senator Stabenow have. As
I said, we look forward to working with you. You know how this
place operates. Obviously, we would like to have the benefit of your
insight and your knowledge as we move ahead on this bill on spe-
cialty crops and what we do to really get not only more produced,
but get more consumers eating them, too.

Senator CRAIG. Well, Mr. Chairman, the thing that concerns me,
and I have watched it closely over the years, there are a variety
of input problems that are changing the scene of American agri-
culture. Senator Chambliss and I have worked very closely on the
issue of labor and a necessary and important labor pool. But I
think if we are not careful, we are literally going to see the divest-
ing of the U.S. agriculture portfolio in a way that, in the long term,
damages this country.

I have large producers not only in my State, but in the Central
Valley of California, I have had producers tell me, Larry, if we
can’t do it here, we will simply go elsewhere. And that isn’t a
threat, that is a reality of all of the input costs. It is a reality of
certain things. It is a reality of labor, a combination of things that
we clearly have to be sensitized to.

And a farm bill can set trends, can set policy, can do a variety
of things that I think lend to the stability of American agriculture.
So the task ahead of you is critically important. Thank you.

Chairman HARKIN. Thank you, Senator Craig.

Again to this panel, I want to make clear, your statements will
be made a part of the record in their entirety. We will just go
down, from Mr. Korson on down, and to introduce Mr. Korson, I
will yield to the Senator from Michigan, Senator Stabenow.

Senator STABENOW. Thank you. Before Senator Craig leaves, Mr.
Chairman, I just want to thank Senator Craig. It is a great pleas-
ure to work with him on this issue. He has, I think, spelled out
very well what the goals are and I would agree, we have a very
broad coalition of people, I think from all over the country. I appre-
ciate your leadership.

Thank you, Mr. Chairman. I know you and Senator Chambliss
also care very deeply, both from the standpoint of our growers as
well as the nutrition programs and what we can do to achieve mul-
tiple goals. I would just in introducing my good friend, Phil Korson,
just have to put a plug in that, in total, about 50 percent of the
cash receipts in the country, if you count everything beyond fruits
and vegetables, nuts and horticulture, floriculture, all of it to-
gether, about 50 percent is specialty crops and it is the equivalent
to our five program crops together.
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I have program crops in Michigan, as well. We want to see them
do well. But when we look at 93 percent of the direct farm bill cash
subsidies going to five program crops, we are not asking for 93 per-
cent. We are not even asking for 1 percent of the cash subsidies.
But as our panelists will say today, there are important things that
we need to do to be supporting this critical industry and its variety.

One of the key people in Michigan, Senator, Phil Korson has
been a key person in Michigan and nationally on all of these issues.
He is President and Managing Director of the Cherry Marketing
Institute, which is a national research and promotion organization
for tart cherries, which we are proud to lead the Nation in. He has
also played a key role in planning strategic directions through the
Tart Cherry Industry Council and he is a member of the Promotion
Committee for the National Cherry Growers and Industries Foun-
dation. He has numerous awards, is involved, I think, in every as-
pect not only of cherries, but apples, asparagus, all of our specialty
crops in Michigan.

I am just so pleased that you could be here to share your time
and expertise with us today. Welcome.

STATEMENT OF PHIL KORSON, CHERRY MARKETING
INSTITUTE, LANSING, MICHIGAN

Mr. KORSON. Good morning, Chairman Harkin and Ranking
Member Chambliss and other members of the Senate Agriculture
Committee. Thank you for the opportunity to be here and present
testimony on behalf of tart cherry growers in Michigan and across
the country and provide input into the next farm bill.

I would like to extend a special thanks to our Senator Debbie
Stabenow for her important role that she has played on this com-
mittee and who has worked very hard on our State’s specialty crops
and the issues that we face for many, many years. Senator
Stabenow, we appreciate all that you have done for us. I commend
you and Senator Craig on the introduction of the new specialty
crop bill. You have set a high standard for a lot of us in the spe-
cialty crop area and the provisions that potentially could be in the
next farm bill.

Members of the committee, the Cherry Marketing Institute is a
national organization that was created in 1988 to help promote tart
cherries and fund research. Our members who provide funding in-
clude primarily growers from across the country. We offer to the
public, food manufacturers, and government expertise on cherries
and their application as we think about nutritional uses on basi-
cally all fronts and at the same time fund health benefits research
on our product.

Our efforts to promote our crop were recently featured in the
Wall Street Journal when we announced bringing on board Jeff
Manning as the Chief Marketing Officer. Mr. Manning is best
known for the development of the “Got Milk?” campaign and
worked for the California Milk Processing Board for a number of
years. His instrumental role in developing our new “Not just an-
other berry” campaign will help increase awareness about the in-
credible health benefits of tart cherries and build new demand as
we look to the future.
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The industry I represent in Michigan and across the country is
an excellent example of the unique needs of not just cherries, but
many other specialty crops. My testimony today will outline specific
concerns as it relates to cherries, but they could be applied to many
other things.

First and foremost, the specialty crop community is excited about
the opportunity to include for the first time ever a specialty crop
title in this farm bill. We have come a long ways in the last decade
to make our concerns known to Congress and we appreciate the op-
portunity to address longstanding issues unique to our crops in this
farm bill. While there are many causes we all share today, I will
focus on the importance of nutrition, research, and disaster pro-
grams.

Cherries are an important specialty crop in Michigan’s agricul-
tural economy and the nation. In fact, Michigan’s tart cherry grow-
ers produce 75 percent of the U.S. supply on an annual basis.
Michigan is also a unique State in that many other fruits and vege-
tables are not grown for fresh consumption. Rather, they are proc-
essed in a multitude of value-added products, like dried cherries,
cherry juice, flash frozen, et cetera, et cetera.

It is important to note that while the demand for our product has
been strong, effects on our processing economy in the State and the
direct impacts on the thousands of fruit and vegetable growers
processing and handling jobs in Michigan and across the country.
It is critical that when we are developing legislative language re-
garding specialty crop, that we consider all forms of fruits and
vegetables. Processed fruits and vegetables are an important com-
ponent of a healthy diet and come in many forms, including dried,
cut, peeled, and flash frozen.

Nutrition—we support all efforts to increase additional fruit and
vegetable purchases for distribution to all USDA Nutrition Pro-
grams, including the National School Lunch Program. We support
the highest level possible of mandatory funding for this program.
Federal purchases of fruits and vegetables in surplus years are
critical to maintain fair grower prices.

We have had a good crop in 2006, but we now face an incredible
surplus that needs an outlet to help maintain grower prices as we
go into 2007. We are awaiting an announcement from USDA for a
much-needed purchase of about 26 million pounds of tart cherries.
The more we can increase the Federal Fruit and Vegetable Pur-
chase Programs, the more we can help specialty crop growers in
those years when they are in their most surplus position. These
purchases also provide excellent value and a very competitive price
for the products that might not otherwise be used. Again, it is im-
portant to reiterate that these purchases should not be limited to
just fresh fruits and vegetables but should be available to all fruits
and vegetables that are grown and processed in the United States.

Research is key to the future of our industry. It keeps us on the
cutting edge and competitive in a world market. We support the
administration’s proposal for $1 billion for a specialty crop research
initiative and are especially excited about all the research provi-
sions included in Senator Stabenow’s specialty crop bill.

One important area that we need more help is in finding alter-
natives to pesticides used to combat pests and diseases on our



36

crops. Because the incentive to develop new pesticides is relatively
small compared to the demand for pesticides for major crops, we
are at an economic disadvantage and many times don’t have those
new alternatives available when we need them. Azinphos methyl is
one example of those that will be phased out in 2012.

Disaster assistance—as we think about disaster assistance, acts
of God happen and when they happen, it puts growers in very un-
comfortable positions. Margins for growers are simply too thin for
farmers to absorb these costs on their own, and their low-interest
loans can sometimes be helpful but are often difficult to pay back
when operations have been hit hard. We support efforts to create
permanent disaster assistance for all specialty crop farmers. The
current emergency supplemental funding bill contains measures
that would help these farmers, but their fate rests in the political
whims and in the controversies of the bill. Our nation needs a per-
manent system in place to help growers who are impacted by these
natural disasters.

In conclusion, the specialty crop community and especially the
United States tart cherry growers that I represent appreciate the
attention paid to our unique interests in this farm bill. On behalf
of my growers, I offer my strongest endorsement for the specialty
crop bill and hope that it provides the foundation for the specialty
crop title in the farm bill.

Thank you again to Senator Stabenow for your leadership and
thank you to the committee for the opportunity to present my
views.

[The prepared statement of Mr. Korson can be found on page 165
in the appendix.]

Chairman HARKIN. Thank you very much, Mr. Korson.

Now we will turn to Ms. Maureen Torrey Marshall of the United
Fresh Produce Association of Elba, New York. Ms. Marshall is Vice
President of Torrey Farms, Incorporated, of Elba, New York. The
Torrey family has farmed in upstate New York for 11 generations?

Ms. MARSHALL. Yes.

Chairman HARKIN. That is very interesting. Ms. Marshall over-
sees marketing and business management for her family’s 10,000—
acre farm. That is a pretty good size farm. She also works with her
husband, Paul Marshall, in managing their trucking business. Ms.
Marshall has served the produce industry at the State and national
level for many years and is testifying today on behalf of the United
Fresh Produce Association.

Welcome and please proceed, Ms. Marshall.

STATEMENT OF MAUREEN TORREY MARSHALL, UNITED
FRESH PRODUCE ASSOCIATION, ELBA, NEW YORK

Ms. MARSHALL. Thank you. Good morning, Mr. Chairman and
members of the committee. As I have been introduced, my name is
Maureen Torrey Marshall. My day job is farming with my two
brothers in Western New York. Torrey Farms is an 11-generation
family farm operation that has been able to grow. We specialize in
fresh-to-market vegetables. We also grow processing vegetables and
grain crops for rotation, and in 1996 we entered the dairy business
and we run two dairy farms now. I am also a soccer mom and I
also assist my husband in his transportation company. My night
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job and my passion, I serve as Co-Chairman of the United Fresh
Produce Association Board of Directors and appreciate the oppor-
tunity to testify before the committee regarding the 2007 farm bill
and the role Congress will play in shaping policy for specialty crop
producers and my next generation across the United States.

I am also presenting testimony today along with my colleagues
on this panel as members of the Specialty Crop Farm Bill Alliance.
More than 100 organizations representing growers of specialty
crops, including United Fresh, have indicated their support for the
policy priorities developed by the Specialty Crop Farm Bill Alliance
that will be discussed today.

Domestic policy issues facing the produce industry: As part of the
broad specialty crop industry, we believe government policy should
provide incentives for private investment, tools to increase profit-
ability, and help to those producers who are committed to constant
improvement to better serve the consumer needs.

Five years ago, during testimony before the House Agriculture
Committee regarding the reauthorization of the 2002 farm bill, the
produce industry presented broad-based recommendations for the
farm bill and we believe that the 2002 farm bill took a step in the
right direction for the produce industry. However, as part of a
broader specialty crop coalition, we believe that there are addi-
tional areas where the Federal Government can assist in maintain-
ing the competitiveness of this important segment of U.S. agri-
culture.

As the policy discussion for the 2007 farm bill takes shape, we
look forward to working with you to develop new programs and en-
hance existing programs that will improve the competitiveness of
the specialty crop industry. Most would recognize that as the spe-
cialty crop production across the country varies in different States
and regions, so do the individual elements that impact production,
from weather to land values, local regulation, local pest and disease
pressures.

Over the past 2 years, the coalition has been working with Mem-
bers of Congress to develop specific legislative language consistent
with our priorities and help address the unique diversity of the
U.S. specialty crop industry. The cumulation of that work came last
week when Senators Debbie Stabenow and Senator Larry Craig,
along with 17 cosponsors, introduced the Specialty Crops Competi-
tion Act of 2007, S. 1160. We believe this legislation is a com-
prehensive farm bill package providing the necessary farm work to
enhance the competitiveness of the specialty crop industry. We ex-
pect this legislation to begin a constructive discussion of specific
crop farm policy and allow our industry to play a significant role
in the farm bill debate. We congratulate and thank you two Sen-
ators, along with your colleagues who cosponsored this bill, on sup-
porting the efforts of the specialty crop industries across the coun-
try.

I would now like to take a few minutes to highlight some of the
policy areas that we believe Congress should incorporate into the
2007 farm bill and are at the focus of the coalition’s farm bill rec-
ommendations.

Prohibition of planting fruits and vegetables—the Specialty Crop
Farm Bill Alliance strongly supports maintaining or strengthening
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current U.S. planning policy, which restricts producers from grow-
ing fruits and vegetables on acres receiving program payments.
Fruit and vegetable producers are concerned that any alterations
in this provision would allow commodity producers to migrate any
startup costs or migrate risks inherent to fruit and vegetable pro-
duction, resulting in unfair competition.

Nutrition policy—the fruit and vegetable industry has the good
fortune to offer consumers a healthy and nutritious product that is
recognized as critical to preventing cancer and other chronic dis-
eases, reducing obesity, diabetes, and maintaining overall good
health. The dietary guidelines for Americans call for the consump-
tion of five to 13 servings a day of fruits and vegetables, but on any
given day, 45 percent of children eat no fruit at all and 20 percent
eat less than one serving of vegetables. The School Fruit and Vege-
table Snack Program is an effective and popular nutrition program
proven to increase fresh fruit and vegetable consumption. It should
be significantly expanded in the 2007 farm bill.

State block grants—the industry also supports continued expan-
sion of the State Block Grant Program for specialty crops and allow
States to invest in programs and projects that support production-
related research, commodity promotion, food safety, and other pro-
grams that enhance the competitiveness of specialty crop pro-
ducers. Because different States have different conditions, it is im-
portant that we have these different block grants that can meet the
needs of a particular State.

Research policy—we need to continue investments in research
and development for specialty crop production. We also need a good
conservation policy. As environmental regulations continue to put
pressure on specialty crops industry’s ability to be competitive in
the world economy, we need to keep pushing our conservation pol-
icy.

Our international trade policy—we should address attention to
our current trade policies which help expand market access. We
face obstacles in the development export markets for our commod-
ities and the unique challenges due to the perishable nature of our
products. Farm bill programs that have worked well, increasing ac-
cess to foreign markets for domestically produced specialty crops
are the Technical Assistance for Specialty Crops and the Market
Access Program, should be expanded in the next farm bill.

In concluding, many of the pressures that specialty crop pro-
ducers face are similar to those of producers of other commodities,
but the perishable nature of our crops result in different marketing
strategies, market requirements, and the need to move our product
to market quickly. We hope these unique characteristics can be ad-
dressed through agricultural policies that drive domestic consump-
tion and expand foreign market access while investing in research,
food safety, conservation, and pest exclusion policies that benefit
the U.S. specialty crop industry.

Like producers of program crops, specialty crop growers face sig-
nificant challenges in the production and marketing of their com-
modities that must be addressed if we are going to remain competi-
tive in an increasingly global marketplace. We ask that the com-
mittee continue to work with the produce industry to ensure that
specialty crops are appropriately addressed as we move forward.
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Chairman HARKIN. Could you sum up, please?

Ms. MARSHALL. That concludes it. Thank you very much.

[The prepared statement of Ms. Marshall can be found on page
197 in the appendix.]

Chairman HARKIN. Okay. Thank you very much.

Next we turn to Secretary A.G. Kawamura, who is the Secretary
of Agriculture for the State of California. I was privileged to be on
your farm once a few years ago.

Mr. KAWAMURA. Yes, you were.

Chairman HARKIN. Congratulations on your position as Secretary
of Agriculture.

Mr. KAWAMURA. Thank you very much.

Chairman HARKIN. Welcome to the committee.

STATEMENT OF A.G. KAWAMURA, SECRETARY OF AGRI-
CULTURE, STATE OF CALIFORNIA, SACRAMENTO, CALI-
FORNIA

Mr. KAWAMURA. That field, many of us—in fact, many of the
farmers around the country, of course, rent properties to grow their
crops. Unfortunately, that field that you were in is now a housing
development, for the record.

Thank you, Chairman Harkin, members of the committee, for
calling this hearing to discuss challenges and opportunities facing
American growers and ranchers. I am here representing Governor
Schwarzenegger, who has been a champion and a very big sup-
porter of agriculture, not just in California, but across the country.

In California, we are working hard to share our understanding
that access to nutritious California-grown foods and foods from
other States is an essential component of a healthy lifestyle and is
key to maintaining the economic prosperity of the State and nation.
The health of this nation relies upon the investment we make in
our agricultural economy.

As we move toward reauthorizing a 21st century farm bill, we
must understand the key challenges and opportunities facing agri-
culture. It was not long ago that this nation’s specialty crop indus-
try—fruits, vegetables, and nuts, the other products—were referred
to as minor crops. In fact, the U.S. specialty crops industry now ac-
counts for, as was mentioned several times, over 50 percent of the
U.S. farmgate value. It is not wrong to say that U.S. agriculture
has been defined in the past by the great successes of corn, dairy,
wheat, rice, and cotton, but it is wrong to omit specialty crops from
the list of high achievements and high successes.

Every nation in the world seeks a healthy, thriving population.
We as the United States, the producer of the safest and highest-
quality agricultural products, are facing a crisis in nutrition. The
tragedy of adult onset diabetes in children and other health impli-
cations from malnutrition are the evidence of this epidemic. Accord-
ing to health professionals, we as a nation spend 95 percent of our
health care costs after we are already sick and less than 5 percent
on prevention and wellness. No farmer in this nation would want
that ratio. We spend 90—something percent of our dollars making
sure our crops or our flocks are thriving and we hope we don’t have
5 percent that are chronically sick.



40

U.S. agriculture provides a healthy building block for a diet of
dairy, whole grains, meats, and specialty crops. We provide guide-
lines that can improve the individual diet, increase the health of
the nation, and reduce the cost and burden of health care. Yet
when we speak of a farm bill, consumers and the media see entitle-
ments. Instead, we should speak of a public health bill that places
agriculture on the forefront of preventative care, providing healthy
and nutritious products to a thriving population.

The key elements of this public health bill should focus on the
overall health of our nation. The areas of nutrition, rural commu-
nities, working landscapes as part of the environment, specialty
crops, and renewable energy must be priorities. The specialty crop
industry, nearly 50 percent of U.S. farmgate value, is the key to
improving the health of this nation. Within a farm bill context, we
should see not that specialty crops are there by themselves as an
individual title, but rather encompassed within all title areas of the
farm bill.

The Specialty Crop Competitiveness Act of 2001 was unable to
fulfill the demand that was placed upon it. The Act did, however,
provide multiple successes in the areas of research, nutrition, dis-
ease prevention, marketing, and trade, hitting the targeted areas
of a healthy nation. The most innovative concepts in this Act pro-
vided funding directly to States to address local challenges and op-
portunities that cannot be effectively addressed by the national
government. Every State’s specialty crops’ needs are different and
States are in the best positions to assist local growers with the spe-
cific investments they need to increase competitiveness.

The Specialty Crops Competitiveness Act is an investment in the
health of the Nation and must be integrated within our public
health bill. We can all agree that investment in agriculture is nec-
essary. Providing the funding for that investment is difficult. We
should not be restricted to a shrinking pie scenario when we are
making an investment in our critical resource base for the next 5
years. In respect to funding for the farm bill, Congress should look
for innovative areas in government funding that can increase the
preventive role of agriculture in our nation’s health by
reprioritizing our investment strategy.

In the end, we as stewards of our nation’s agricultural infrastruc-
ture must take a targeted investment approach that enhances the
health of our population and environment and continues to provide
a dependable, safe, and affordable supply of food, fiber, and fuel.
If we fail to make that investment, we will be held accountable for
turning over the security and safety of our food supply to foreign
agricultural suppliers. We do not want to become replaceable sup-
pliers of those products. A secure domestic food, fuel, and fiber sup-
ply is a national security imperative for the United States.

In closing, we have seen the success of the Specialty Crop Com-
petitiveness Act of 2001, the concurrent success of the 2004 Spe-
cialty Crop Act. We see some very good efforts from Congress, from
the Senate, from the House in terms of specialty crop bills that are
out there, whether it is S. 1160 or 1600, and we look for more col-
laboration in those bills and more attention to those kinds of prior-
ities.
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I cannot stress enough that this is not the time in our nation’s
history to allow a shrinking pie mentality for the investment we
need to make in the strategic resource of agriculture. Our commit-
ment to agriculture and our commitment to a healthy nation and
population deserves this investment.

Chairman Harkin, members of the committee, thank you again
for this opportunity to provide remarks.

[The prepared statement of Mr. Kawamura can be found on page
161 in the appendix.]

Chairman HARKIN. Mr. Secretary, thank you very much, and
again, I thank you for your many years of public service and your
devotion to agriculture and to public health and to preventative
health, and maybe I will get into a little bit more of that in the
question period.

Now we turn to Mr. John Rice. Mr. Rice is a seventh generation
fruit grower in Adams County, Pennsylvania. Together with three
of his brothers, he owns and operates R&L Orchards, which has
about 1,000 acres of orchards, including 800 acres of apples, 160
acres of peaches and nectarines, and 40 acres of pears. He is the
former Chairman of the U.S. Apple Association and is testifying
here today on his own behalf.

Mr. Rice, welcome to the committee.

STATEMENT OF JOHN RICE, FORMER CHAIRMAN, U.S. APPLE
ASSOCIATION, GARDNERS, PENNSYLVANIA, ON HIS OWN BE-
HALF

Mr. RiceE. Thank you, Chairman Harkin, Ranking Member
Chambliss. Thank you for the kind remarks from my own Senator
Casey, and thank you, distinguished members of the committee
and good friends of the U.S. apple industry. As I have been intro-
duced my name is John Rice. I am a seventh generation fruit grow-
er from Pennsylvania. Together with my three brothers, we own
and operate R&L Orchard Company and Rice Fruit Company,
which stores, packs, and markets fresh fruit produced by R&L Or-
chards and about 50 other family farms in Pennsylvania, as well
as Maryland and New York. Today, Rice Fruit Company is the
largest fresh apple packing facility in the East. We have 115 full-
time employees and employ as many as 150 seasonal employees.

In many ways, it is an exciting time to be in the apple business.
A number of exciting new health research studies have found pos-
sible links between the consumption of apples and apple products
with a lower risk of breast cancer, heart disease, asthma, Alz-
heimer’s disease, and other serious health issues. New, great-tast-
ing varieties and new products, like bagged fresh-sliced apples,
may lead to expanding consumer demand and apple consumption.
But at the same time, a very tenuous labor supply, high energy
costs, world competition, and increasing regulations present un-
precedented challenges for our industry.

The produce industry historically has never relied upon direct
payment programs to support grower income or market prices. Like
the majority of fruit and vegetable growers today, I do not believe
that this would be in the long-term interest of my industry. But
our industry is strongly advocating for programs that will grow de-
mand and grow consumption of our products. The Specialty Crops



42

Competition Act introduced last week by Senators Stabenow, Craig,
Casey, and others, goes a long way toward achieving those goals.

Programs such as the Specialty Crop Block Grant Program are
also critical to our industry’s survival, but the current program is
seriously underfunded. Pennsylvania received just over $100,000
this past year, and that makes it nearly impossible to fund the
types of projects that we were able to realize through the 2001 pro-
gram.

The export market is also critical to the health of the apple in-
dustry in Pennsylvania and nationally. Approximately 25 percent
of the entire U.S. fresh apple crop is sold into foreign markets. The
Market Access Program has been very beneficial to the apple in-
dustry, helping to level the playing field as we compete with coun-
tries such as China and Chile. It operates with matching funds pro-
vided by American growers, and these American producers help to
direct and manage the ways the funds are spent. MAP is a great
example of a successful partnership between government and pri-
vate business. It deserves your continued support and increased
funding.

Apple producers and the entire specialty crop industry face
mounting pressures from the decrease in the availability of impor-
tant crop protection tools. We know that our customers and con-
sumers are placing an increased value on sustainability and con-
servation. Unfortunately, conservation practices can be very costly
and these costs are difficult to recoup in the marketplace. There-
fore, the next farm bill should include expansion of conservation
programs, such as EQIP and the Conservation Security Program.
Both programs encourage good stewardship of the environment,
but these programs need to be expanded with effective outreach to
industries such as ours, since few of our growers presently know
how to access and successfully apply for these programs.

Federal farm policy today must emphasize the need for signifi-
cant investment in specialty crop research. Of particular interest to
us as apple growers are research programs that improve labor pro-
ductivity, root stocks and varietal selection, production efficiency,
and fruit quality.

In conclusion, the American apple industry hopes and expects to
remain an important part of the American agricultural economy
and the American way of life. We are, after all, as American as
apple pie. But to survive, we need the support of an agricultural
policy that will promote our products and help our farmers and not
just weigh them down with regulations. The 2007 farm bill could
help us open the door to a healthier produce industry and a
healthier America.

Thank you, Mr. Chairman, for allowing us to testify.

[The prepared statement of Mr. Rice can be found on page 208
in the appendix.]

Chairman HARKIN. Thank you very much, Mr. Rice. I am going
to be asking about Elmwood School in my round of questioning.

To introduce our last witness, I will turn to our Ranking Mem-
ber, Senator Chambliss.

Senator CHAMBLISS. Thank you, Mr. Chairman. I am very
pleased to have today as the final member of this panel Mr. Bill
Brim. Bill is a longtime dear friend of mine whose farming oper-



43

ation is located in Tift County, Georgia, which is adjacent to my
home county and right in the heart of agriculture county in South-
west Georgia. Bill operates a greenhouse operation for transplant
both vegetables and pine trees and he also has about 4,000 acres
that he operates from a produce production standpoint.

Bill is not only one of the best farmers in America, but Bill is
one of the true leaders in the agriculture community in this coun-
try. He visits us quite often here in Washington and has testified
before this committee a number of times. Bill has truly been a
leader in so many different areas, but most recently in the area of
the Migrant Worker Program, H2(a) program, and seeking to help
us reform it in the right way. Bill is a great resource for me, in
addition to being a dear friend.

So, Bill, welcome to the committee. We look forward to your testi-
mony.

STATEMENT OF BILL BRIM, GEORGIA FRUIT AND VEGETABLE
GROWERS ASSOCIATION, TIFTON, GEORGIA

Mr. BRIM. Thank you so much. I appreciate the opportunity to
be here today. Good morning, Chairman Harkin and Senator
Chambliss. I just want to take a moment just to thank Senator
Chambliss for really knowing what agriculture is all about in our
State and how much we appreciate him down in South Georgia and
the knowledge that he has and presents to us and gives us an op-
portunity to voice our opinions back to him so he really knows
what is where about what is going on in our area.

Over the past 2 years, the Georgia Fruit and Vegetable Growers
Association had about 80 different specialty crop organizations to
help develop our industry’s 2007 farm bill policy recommendations.
As noted in my written testimony, we support the Specialty Crop
Coalition recommendations to this committee.

Mr. Chairman, in your invitation, you stated that the hearing
would focus on economic challenges and opportunities facing
produce producers in today’s world. My comments are directed at
two economic challenges and two economic opportunities which we
face as Southeast growers.

Beginning in the 1985 farm bill, program crop producers have
been restricted from planting fruits and vegetables on land for
which they received a subsidy payment. While there have been
some adjustments in the flex agriculture planting restrictions, es-
sentially it has remained in place as a fairness issue. Removing the
planting restrictions on base acres will allow program crop pro-
ducers to continue to receive a subsidy even if they are growing
fruits and vegetables. This will place most fruit and vegetable
growers at a competitive disadvantage and before the crop is even
planted.

In addition, according to the flex acres economic study report by
Informer Marketing Research, removing the planting restrictions is
predicted to remove roughly one million acres into production of
specialty crops—remove roughly one million acres. While this ac-
counts for less than one-half of 1 percent of the total program
crops, acre-based, it represents more than a 10—percent increase in
the total specialty crop acreage. The study projected if the planting
restriction plan was lifted in Georgia, we would see more than
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26,000 new acres. That would be an increase of almost 9 percent
in our State’s production, large enough to significantly impact mar-
ket supply and demand. Nationwide, we expect over-production
would translate into a revenue loss of over $3.1 billion in fruits and
vegetables to fruit and vegetable growers. Plain and simple, remov-
ing the planting restriction flexibility restriction will be a signifi-
cant economic disaster for the fruit and vegetable industry.

Another major challenge for specialty crop producers is the
$80,000 limit placed on disaster payments. We support restruc-
turing the current disaster assistance payment regulations to allow
specialty crop producers to receive a proportionately larger disaster
assistance payment due to much higher input costs, higher labor
costs, potential losses per acre experienced by specialty crop pro-
ducers as a result of a disaster. This is significantly greater than
that of other commodity producers.

Another area is the block grants can be a tremendous economic
opportunity for specialty crop producers. For example, funds for the
2001 block grants allowed our association to establish a Food Safe-
ty Network, an educational initiative that would train over 300
growers and certify more than 50 farm operations. A State block
grant is a centerpiece for a fruit and vegetable farm bill program.
Each of our specialty crops and each geographic area have unique
challenges and attributes which must be addressed individually. It
is at this State level that growers, shippers, packers, workers, la-
borers together with industry and government have the expertise
and can identify the programs that we need to enhance our com-
petitiveness in the specialty crop industry as a producer.

The economic opportunities generated from agricultural research,
except to say research is the foundation for the growth of our in-
dustry and acts as a catalyst for change. Federal investment in ag-
ricultural research should be increased and allocated to reflect the
national importance of fruits and vegetables in our American diet,
supporting our food safely, our health, our American diets, our safe
food supply that we have in this country.

Mr. Chairman and Senator Chambliss, thank you for the oppor-
tunity to present our thoughts and views today as we look forward
to working together to craft a farm bill that would address the eco-
nomic opportunities and challenges we are facing in the fruit and
vegetable industry. Thank you.

[The prepared statement of Mr. Brim can be found on page 101
in the appendix.]

Chairman HARKIN. Thank you very much, Mr. Brim, and I thank
all the panel for excellent testimonies.

I guess for all of you, I just want to say that we have to increase
consumption of fresh fruits and vegetables, and Mr. Kawamura, I
think, really put his finger on it, talking about preventative health
and getting people to eat better. We know what is happening to
kids with diabetes and obesity, the new dietary guidelines. We
have to get these kids eating better for our next generation.

To that extent, the last farm bill started a pilot program, and
some of you mentioned it in your testimony, the Fresh Fruit and
Vegetable Program, a Snack Program in schools. We started in four
States, Michigan being one of them, and I think we are up to 14
States now. We started with four States and 100 schools. We are
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up to about 14 States and 400 or 500 schools, something like that,
now. Every school that has ever participated, not one school has
asked to drop out of it. And now in States like yours, Mr. Rice,
where we are now starting, schools that don’t have it are won-
dering why they can’t get it.

You had a story about Elmwood School and the kids there get-
ting the snacks and they are now involving nutrition education
along with it. I have been to several schools in different places that
have this program and many of them have incorporated nutrition
education into their curriculum. In other words, they are not only
giving the fresh fruit to the kids, but then, they also address where
where does the fruit come from or where do the vegetables come
from, how they are grown, that type of thing.

More and more, we are seeing these kids that really kids get
hungry in school in the morning, and when they get those growlies,
as the teacher says, now they are able to get fresh fruit or a vege-
table or carrot sticks or broccoli—I have seen with my own eyes,
and I think you are probably going to think I am probably going
too far in this, but I have seen with my own eyes elementary school
kids eating fresh spinach.

[Laughter.]

Chairman HARKIN. People think I must be exaggerating, but it’s
true. They get these little bags. Now, some of the marketing, I
think Dole and Sunkist and others are now packing for this pro-
gram and they put these little baby spinach leaves in a little bag
and they give a little can of that ranch dip and those kids eat that
fresh spinach or fresh broccoli. They dip it in and eat it and the
kids love it.

Now, why do I belabor that point? My goal, personal or as Chair-
man of this committee, is to expand that program. My goal is that
within 10 years, that every elementary school kid in America gets
free—free—fresh fruits and vegetables as snacks, morning, after-
noon, not just in the lunchroom, but in the morning and in the
afternoon, any time of the day, any time they get hungry.

That is about, I think right around about $2 billion a year. So
we can’t do it right now, but we have got to keep moving it up, $2
billion a year. That would be quite a market for fresh fruits and
vegetables, plus it does, for Mr. Kawamura, it provides for prevent-
ative health care and gets kids started early understanding about
fresh fruits and vegetables so that as they grow older, they will
continue to eat these fresh fruits and vegetables.

Almost all of you talked about that. I know you are all familiar
with it. It has had kind of a slow start, but it is moving and we
know that it is well liked.

I say to my friend, Secretary Kawamura, I hope that you will go
back and talk to Governor Schwarzenegger about this. I have
talked to him about it personally and we would love to get Cali-
fornia involved in this program.

Mr. KAWAMURA. Yes. Actually, following your great leadership,
Chairman Harkin, this last year, we had an $18 million bill for a
School Snack Program for fruits and vegetables in the school cafe-
terias as well as a $15 million School Garden Program that helps
bring a garden back to every school where the kids can learn these
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garden-based lessons. So we are trying to get there just like every-
body else.

Chairman HARKIN. Has that gotten through the legislature?

Mr. KAWAMURA. It did get through the legislature last year and
we hope to do that again this year.

Chairman HARKIN. That is great. Good for you.

Mr. KAWAMURA. It is a crisis.

Chairman HARKIN. How much is it?

Mr. KAWAMURA. It is an $18 million School Snack Program for
the fruit and vegetable side of it and a $15 million:

Chairman HARKIN. So it tracks exactly what these other States
are doing, right?

Mr. KAWAMURA. That is correct, because we are not a part of
that program yet, but we hope to be on the Federal level.

Chairman HARKIN. Well, this is great news. I did not know that,
because I had once talked on the phone with Governor
Schwarzenegger about this, and, of course, he is doing some great
things in getting junk food out of schools and getting healthier food
into schools, so please take back my appreciation for his leadership
in that area.

Mr. KAWAMURA. That is exactly right. We all recognize at this
point we can’t say we are ignorant about what the problem is, and
if we don’t act on it soon and quickly, we all move into the realm
of negligence, I know.

Chairman HARKIN. One other question, just open to the panel, is
what are the two or three most important things that our bill, the
farm bill, should do to help encourage Americans to eat more fruits
and vegetables? Well, the Fruit and Vegetable Snack Program, ob-
viously, for the kids in school. What else would you advise us to
do? Yes, Mr. Korson?

Mr. KORSON. One of the things that I think we rely on and one
of our program ideas is always to promote our own industry and
whatever we can do to promote awareness on what these things ac-
tually do when you consume them. I think fruits and vegetables,
in particular, are just this fabulous resource, and a lot of people
just take it for granted. They don’t really realize it. And so I think
we all need additional dollars to do what we can to promote our
industries not only in the schools, but across the country. That is
one area.

Chairman HARKIN. Okay.

Ms. MARSHALL. I think with the USDA looking at the WIC Pro-
gram and maybe when we had the testimony and the hearings of
including the $8 voucher, and if that gets approved, that is going
to help improve the health of women and young children. And I
think your idea that you presented in the first panel about part of
the Food Stamp, there would be a credit in buying fresh fruits and
vegetables.

And T also think with the School Snack Program, it goes farther
than just with the young people. These people go home. Their par-
ents see what they are eating. They realize that their child is not
sick as often. They don’t have to worry about child care while the
child is sick and they are starting to see results from that. It is also
affecting the eating patterns of the parents.
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Chairman HARKIN. Sure. We have had testimony on that, about
kids who go home to parents and they are asking their parents to
buy these things. Mr. Secretary?

Mr. KAWAMURA. One of the things that I think the public has for-
gotten is the original Food Stamp Program came in the early 1940’s
when recruits applying for the U.S. Services could not pass the
physical, and so the Food Stamp Program is not an act of charity
or compassion, although it seems that way. Certainly we address
the needs of the needy. In this case, it was an investment in the
health of its first No. 1 resource, which is the American public and
the ability to defend a nation.

The current hard work that went into putting together the new
food pyramid out of the USDA, if we were to just follow those
guidelines, whether it is whole foods, a good amount of both good
dairy products, meats, and then, of course, the fruits, vegetables,
and nuts, the food guide in that pyramid would tremendously
change the way not only the Nation moves forward in its own
health, but would also significantly help agriculture in many, many
areas, if not all.

Chairman HARKIN. Any other responses to that? My question
was, what should we do in the farm bill? Yes, Mr. Rice?

Mr. RiCE. Certainly from the standpoint of the apple industry,
we would like to see much more money appropriated in the farm
bill for specialty crop research. It is something that we have been
losing over the years and is something that we regard as very im-
portant.

There are a list of things in our roadmap that we would like to
ask for in the way of help from the ARS and the USDA. One thing
in particular are labor-saving devices, which we think may be a
long-term solution to the labor shortages that we see down the
road. And yet I believe that there is legislation that limits the
USDA’s ability to even fund research that would do mechanical
harvesting and I think that that is being addressed. It is something
that we believe we are on the cusp of having the sensor technology,
but we do not have it now. It is not the kind of thing that we can
do very well from within our industry. It is the kind of thing that
the USDA, ARS is in a very good position to help us with and that
is what we would like to see.

Chairman HARKIN. Thank you.

Mr. BriM. Yes. I think being able to support our specialty crops
by supporting the WIC Program, Food Stamp Program, and the
programs going to the elementary schools to allow more schools,
like you said a while ago, Senator, the more we can put on line,
the more vegetables we are going to be able to produce and sell.
I think our nutritional value of these vegetables will certainly help
us down the road as far as being able to take care of our nation
and then our health.

Clilairman HARKIN. Very true. Very true. Thank you all very
much.

I will yield to the Senator from Michigan, Senator Stabenow, who
is a great leader in this whole area.

Senator STABENOW. Well, thank you, Mr. Chairman, again, for
holding this hearing because this is very important. I appreciate it
and I know that your interest and your leadership on nutrition
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do(ifetails in such an important way with what we are talking about
today.

I might just mention again that the Commodity Purchase Pro-
gram, which is so critical not only to support our growers and keep-
ing—when there is a surplus in terms of pricing, but making those
fruits and vegetables available to the programs that are so impor-
tant in our school lunch and breakfast and senior nutrition and all
those kinds of things. So it is a wonderful partnership, and last
time in the farm bill, we thought we were adding a requirement
to purchase $200 million more a year in fruits and vegetables and
unfortunately the USDA interpreted that as $200 million, period,
not $200 million more. So this is an area that I am hoping we can
fix and clarify and have folks understand that we want increased
purchases.

There are so many different pieces as it relates to specialty crops,
from research which is critical into pests and disease, to market ac-
cess, to commodity purchase, to support EQIP, to conservation pro-
grams, tree assistance, I mean, there are all kinds of important
pieces that come together and I appreciate your speaking to many
of those. But I wonder if we might just take a moment to talk a
little bit more about the Block Grant Program.

The USDA has put forward their farm bill, and I appreciate they
have placed more dollars, substantially more dollars into research,
other areas, which is very positive. But they did not include fund-
ing for a Block Grant Program for the States. So I am wondering
if you would like to speak to that. I know, Phil, you spoke about
promoting the industry and how each of the commodities promotes
their industry, but I wonder if you might speak to the State Block
Grant Program and how that is important.

Mr. KoRrsON. I think, in particular, the State Block Grant Pro-
gram, and that is really, when I was thinking about promotion and
how do we expand the knowledge and the wealth of knowledge,
those Block Grant Programs are really critical, especially when
they come back to the States and directly back to commodity
groups, because then it becomes a partnership and that partner-
ship then allows industries to set priorities on how they allocate
those resources out.

In our particular case, we spend a lot of our dollars on school
lunch promotion activities. When the government buys cherries, for
example, or dried cherries, for example, we then work with school
lunch directors to show them how to use those products in various
ways. We also attend a lot of the shows and different events that
really try to wholesale change the way people think about cherries.
And so those block grants play a key role in that promotion, mar-
ket awareness opportunity that we would take advantage of as a
commodity group. They are really important.

Senator STABENOW. Mr. Chairman, I think it is an important
point. The State Block Grant Programs give the States and the
commodity groups the ability to have resources to do the promotion
that you were talking about earlier and I am hopeful we will see
that retained.

Mr. Secretary, in calling on you, I also want to—a good friend of
mine, Alice Waters, has done amazing work on the schoolyard gar-
dens and so on. I am assuming she is working with you.
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Mr. KAWAMURA. Yes, she is.

Senator STABENOW. Yes.

Mr. KAWAMURA. We have had a great working relationship on
talking about “slow food” as a part of this nation. We have a very
fast society and slow food is one of those very exciting areas that
is building throughout the country.

Senator STABENOW. Right. But on block grants?

Mr. KAWAMURA. On block grants specifically, as you would know,
the State Departments of Agriculture, NASDA, in talking about
block grants unanimously supported the success of those block
grants and actually compiled a record from the 2001 block grant
projects and put that together, showed that over $40 million were
leveraged against the $120—plus million that were originally given.
And so the ability to leverage dollars to increase investment in
many areas, whether it is research, whether it is marketing,
whether it is access to foreign markets, these were all some of the
success stories that came out of those block grants.

In our own State, we were able to leverage almost a 60 percent
increase in terms of matching costs investments in block grants in
our State, and this program was over-subscribed. Many, many peo-
ple had applied for those programs and we ran out of money, all
of us, all the States. And so the distribution of those dollars, the
investment that they created, and the return to the U.S. economy
as, again, an investment, not a cost in this component of what a
farm bill can be, is probably one of the most significant innova-
tions, I think, that we are all excited about, and certainly we hope
to see in a new farm bill.

Senator STABENOW. That is great. It sounds like you leverage
that very, very well. So we put in some dollars and then we are
able to——

Mr. KAWAMURA. There are not many other areas in government
spending that you see that kind of partnership.

Senator STABENOW. Thank you. Mr. Rice, did you want to re-
spond?

Mr. RICE. Yes, I did want to comment. I eliminated some com-
ments in my oral testimony talking about the Block Grant Pro-
gram, but it is interesting what the States have done with the
block grant monies that were appropriated in 2001. They have, in
many cases, taken very different routes which have produced some
surprisingly good results.

In Pennsylvania, we first raised the visibility of the local produce
industry by promoting the local produce growers and then using
State funds to actually try to connect our food service operators to
buy from the local growers and supply it to our schools.

An interesting project that was funded by the Block Grant Pro-
gram in the State of Michigan you are probably familiar with was
to improve the technology for making the fresh apple slices. They,
in fact, ended up making a breakthrough in that technology, which
is one of the reasons why I believe one of our largest fast food re-
tailers has been very successful in selling fresh apple slices for the
first time in all their restaurants.

The State of Virginia used block grant money to set up and pass
the rather arduous protocol set up by the country of Mexico to ex-
port apples into that country. They were able to meet that protocol
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and now Mexico is one of the more important export markets for
Virginia.

So it is a way of giving the States an opportunity to say what
are their priorities, and where they have, in fact, used them, they
seem to have produced very positive results.

Senator STABENOW. Thank you, Mr. Chairman.

Chairman HARKIN. Thank you very much, Senator. Senator
Chambliss?

Senator CHAMBLISS. Thank you, Mr. Chairman. I have got a
question or comment I want to make here and I would like to get
a comment from each one of you on it.

The American Farm Bureau Federation is going to present testi-
mony here tomorrow. Given the determination in the Brazil cotton
case, the American Farm Bureau supports the elimination of the
fruit and vegetable planting prohibition. They support eliminating
the restriction on direct payments and continuing the restriction
for countercyclical payments. The Farm Bureau concludes that a
realistic amount of funding to compensate specialty crop growers
for the elimination of the planting prohibition and the loss of direct
payments on those program crop acres is $250 million annually.

Their testimony goes on to suggest that one approach would be
to invest this amount in specialty crop conservation programs. Spe-
cifically, the Farm Bureau recommends a $250 million annual in-
crease in EQIP for fruit and vegetable producers as well as ear-
mark 17 percent of all mandatory EQIP funding for fruit and vege-
table production.

I am curious to hear your comments on all of this. This issue is
going to be somewhat controversial, the issue on planting flexi-
bility, as we get into this farm bill. Bill, let us start with you and
just give me a comment what you think about the planting flexi-
bility issue and their proposal on this $250 million.

Mr. BRiM. Well, I think the proposal of the $250 million is a drop
in the bucket to what we will lose if the planting flexibility is not
held to. Also, the possibilities of them building up conservation, I
agree with. I think that is a great idea. But with the $250 million,
we will lose at least our first year $3.1 billion if we don’t hold them
on the flexibility.

I would like to see you do some more research on it before you
vote and make sure that you hold them to the flexibilities for us
in fruit and vegetables because we have got so many things that
we can lose, and that is just in the first year. With the situation
with our growers in Georgia right now, with the disasters they
have had in the last couple of years, they don’t need any obstacles
to have to overcome after those couple years.

Senator CHAMBLISS. [Presiding.] Mr. Rice?

Mr. RicE. I think I would defer to Maureen Marshall. Certainly,
the apple industry is completely in tune with the United Produce
Association with regard to flex acres. We think it would make it
very difficult for us to compete with a part of agriculture that we
haven’t had to compete with before. It is hard enough to compete
with ourselves.

Senator CHAMBLISS. Mr. Kawamura?

Mr. KAWAMURA. Although our State certainly would encourage
an increase in the conservation title and the EQIP Program, we
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have been very strongly against the flex acreage elimination. We
struggle enough many times thinking that we are always talking
about the proverbial level playing field when we talk about the
international competition, but when we have an unlevel playing
field within our own country, that is very difficult and that is a big
struggle for us.

When we look at specialty crops, however, in that flex title, there
is always a new specialty crop emerging and we all recognize what
that is. That is energy crops. And so part of the direction, the
places people can go is certainly—and we hope—that the energy
crop arena in all of its spectrum, whether it is biodiesel or bioeth-
anol or any of the other products that are coming along, are all
crops that we are excited about that people can transition to.

But going back to the flex acreage, our State has always been
and continues to be very strongly against the elimination of the
flex program.

Senator CHAMBLISS. Ms. Marshall?

Ms. MARSHALL. I have to echo my other panel members in what
they have said, and as Bill has said, the impact on the family farm
and individual farmer is going to be a whole lot greater than the
$250 million. We do recognize we need the conservation programs
and the EQIP Programs, but we need to maintain that flex acre
program. As a farmer, it has been a business decision. We grow
program crops. We are also fresh market vegetable. It is a decision
that we made at the time of growing.

To put it in plain language, to the program farm growers in my
area, the grass looks greener on the other side of the fence, so they
are going to go out and plant lots of easy-growing specialty crops
and they are going to flood the market and we are all going to turn
out losing. I am going to lose more because they have program
money coming on those acres if it is allowed to change.

Senator CHAMBLISS. Mr. Korson?

Mr. KorsoON. I defer to Ms. Marshall. We are part of this coali-
tion, as well, and while tree fruit growers are probably less im-
pacted because of the trees that you plant in the ground, the vege-
table component, we are partners in this project and so we support
United’s position on this.

Senator CHAMBLISS. It is a difficult issue and it sounds like
something that ought to be easy to resolve, but as we move into
a farm bill, my attitude has always been that we give our farmers
the opportunity to begin in every new farm bill to decide which di-
rection you want to go in. Ms. Marshall, you say you participate
in program crops. Bill, obviously we have a lot of folks who partici-
pate in production crops as you do, as well as in specialty crops.
It is a decision for each farmer and I am afraid it is one of those
things that if we get away from the current program, we get more
into mandating to folks than we do otherwise.

Bill, I appreciate your comments here regarding the planting re-
striction. We have had the opportunity to discuss this in the past,
at previous hearings, but since that time, the Informer Report that
you mentioned has been released. What key message would you
like to leave with the committee about this subject as we move
closer to the farm bill?
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Mr. BriM. With the Informer Report being as conclusive as it
was, I think it would be disastrous for us in the fruit and vegetable
industry and in the specialty crop industry to not be taken to task,
but put us back in a safety net with these flex acres, because if we
are not supported, we are going to lose. And if we don’t—with dif-
ferent States receiving different DCP payments, the countercyclical
payments, we all have to deal with that because, like I said, I am
a program crop grower as well as a 4,000—acre vegetable grower.
So we, as farmers, we can deal with that.

But this Informer Report, it is going to hurt too many family
farms and vegetable farms for us to do anything other than keep
this safety net for us, whatever the WTO says or not. I mean, I
think at some point in time we have got to say how important our
farmers and how important is it to ruin those WTO.

Senator CHAMBLISS. All right. Thank you all very much for some
very good testimony this morning.

Ms. MARSHALL. Thank you.

Chairman HARKIN. [Presiding.] Again, thank you all to this panel
for being here and for your wonderful testimony. Mr. Secretary,
please take my regards back to your Governor and thank him for
the job he is doing.

Mr. KAWAMURA. Thank you, Senator.

Chairman HARKIN. Thanks. I will call our third panel, and this
is the dairy panel, Mr. Jerry Kozak, Mr. Clint Fall, Ms. Connie
Tipton, Mr. Eugene Robertson, Mr. Russell Redding, and Mr.
Randy Jasper. I am informed that Mr. Redding is under the weath-
er and will not be testifying today.

I want to thank this panel for its patience in waiting so long to
testify. We are constrained by the number of days around here
when we can have our hearings and things because of everything
elze that is going on, so I had to try to get as much as I could in
today.

But again, another critical part of our agricultural bill, as it al-
ways has been, is the dairy portion. As I mentioned, it is one of
the larger parts of our agricultural economy in America today. It
is a very complex issue, very complex issue. I look forward to hear-
ing your testimony. As I said, all your statements will be made a
part of the record in their entirety, and we will go down the line.

We will start, again, from this side over, with Mr. Jerry Kozak,
National Milk Producers Federation. He is the President and CEO
of the National Milk Producers Federation. He also serves as Exec-
utive Director of the American Butter Institute. Mr. Kozak prior to
this had also been a high-level official with the U.S. Food and Drug
Administration.

Mr. Kozak, welcome to the committee and please proceed.

STATEMENT OF JERRY KOZAK, NATIONAL MILK PRODUCERS
FEDERATION, ARLINGTON, VIRGINIA

Mr. KozAk. Thank you, Senator Harkin and those of your col-
leagues who are remaining. I appreciate the opportunity this morn-
ing to provide testimony to present ideas on the future direction of
dairy farm policy. I am Jerry Kozak, President and CEO of the Na-
tional Milk Producers Federation in Arlington, Virginia.
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My testimony today focuses on the proper role for the Federal
Government in assisting the domestic dairy industry through the
upcoming farm bill. This is obviously a critical issue for all dairy
farmers from coast to coast. The formation of the Federal farm pol-
icy must take into account and balance many different and some-
times competing factors: The needs of producers and consumers,
the budget, political priorities, trends in domestic and international
markets, animal and public health prerogatives, and others. The
final result is inevitably a synthesis of ideas.

For the upcoming farm bill, the National Milk Producers Federa-
tion has strived to achieve the same type of balance and synthesis.
We are taking ideas that have been successful in the past and,
where appropriate, building on them. Our policy recommendations
are intended to help the dairy producer sector in the future. Farm-
ing and food production is evolving and so, too, must Federal poli-
cies evolve to reflect new realities.

The members of National Milk have deliberated for more than a
year on the best path to take in the future. Last winter, we held
regional sessions called our Dairy Producer Conclave Meetings to
obtain direct input from farmers and to get them to discuss the
pros and cons and various approaches. These farmers not only rep-
resented National Milk members, but also we had producers from
all other State and national dairy organizations. That input was
then analyzed by our Economic Policy Committee, which last fall
and winter developed a detailed series of proposals. Our outside ad-
visor, Mr. Chairman, was Bruce Babcock from Iowa State Univer-
sity, and although Bruce was not a dairy expert, we felt it incum-
bent to get new views from different experts.

The resulting proposal is a reflection of a broad-based member-
ship and was achieved through collaboration, compromise, and ulti-
mately consensus. NMPF recognizes that one dairy program cannot
meet the needs of all dairy producers, and as a result, we firmly
believe in a multi-faceted approach and that it is necessary in
order to create a more effective market-oriented safety net. Our
plan was created with extensive input and discussion by dairy pro-
ducers throughout the nation, taking in consideration the concerns
of producers of all sizes and in all regions of the country.

The end result of these extensive considerations is a far-ranging
package of individual proposals. Each is important in its own way
and each deserves to be included as part of the farm bill package.
Here are the specific hallmarks of our proposal.

It is fair and equitable, without regional biases. All farmers are
treated equitably. It is predictable and allows for better planning
and fewer market uncertainties. It is market-oriented and acknowl-
edges the fact that signals about supply and demand should be de-
livered to farmers. It establishes a true safety net, ensuring that
the Federal Government is there when needed, but at the same
time, it doesn’t provide undue price enhancement. It is forward-
looking, with new initiatives acknowledging new technologies in
our changing industry. It is compliant with our WTO commitments
and we feel beyond challenge. It is comprehensive because it ad-
dresses all areas affecting dairy production. Last and certainly not
least, we believe it is politically practical. This package has been
thoroughly debated within our entire membership, and because of
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the breadth of our membership, I feel confident in presenting to
you a wide-ranging package for your committee’s considerations.

I am also pleased to say that our proposals are very much in con-
cert with some of the USDA proposals and that hasn’t happened
very often. But they even go further in suggesting changes and re-
finements to current programs.

A summary of our farm bill proposals has been included. The
current Milk Price Support Program would be replaced by a pro-
gram that supports specific dairy product prices, improving the ef-
fectiveness and predictability of this critical government safety net.
The current MILC payment would be replaced by a direct payment
program that delivers a regular, consistent payment to farmers de-
coupled from price and future milk production output in order to
help them plan and budget in this new high cost of production en-
vironment. The farm bill needs to take measures necessary to en-
sure the implementation of promotion checkoff on imported dairy
products that was included in the 2002 farm bill but never imple-
mented by USDA.

Through additional Federal investments in bioenergy research
and initiatives, dairy producers will be able to capture the energy
value of their animal waste systems, which will help improve air
quality, soil quality, and greater sources of renewable energy.

Conservation programs—expanding the scope and funding of
both Environmental Quality Initiatives and Conservation Security
Programs to help dairy producers implement practices that im-
prove their environment and conserve natural resources.

The importance of dairy products in our diet has also been cited
in our proposals. Federal dietary guidelines must enhance the role
of dairy foods in Federal feeding programs. The government must
also maintain funding to control animal diseases such as brucel-
losis, bovine tuberculosis, et cetera.

We are also proposing to help expand our overseas markets for
U.S.-produced dairy products and it has played a crucial role in a
number of farm bills.

Finally, we include a risk management tool for producers
through the creation of a forward contracting program, provided
that certain producer safeguards are included and that this should
not be permanent and should fit with the program before reauthor-
izing.

The full package, Mr. Chairman, of detailed descriptions has
been sent to everybody in the House and the Senate yesterday and
we look forward to working with you and your staffs to bring about
a successful dairy producer bill.

[The prepared statement of Mr. Kozak can be found on page 169
in the appendix.]

Chairman HARKIN. Mr. Kozak, thank you very much for your tes-
timony.

We have a vote on right now and the second bells have just start-
ed, so I am going to have to recess while I run over and vote and
we will be right back. The committee will stand in recess for a few
minutes.

[Recess.]

Chairman HARKIN. The committee will resume its sitting.
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Now we turn to Mr. Clint Fall of the Midwest Dairy Coalition of
Litchfield, Minnesota. Mr. Fall is President and CEO of First Dis-
trict Association, an independent dairy cooperative in Litchfield,
Minnesota. He is here today to testify on behalf of the Midwest
Dairy Coalition.

Mr. Fall, welcome.

STATEMENT OF CLINT FALL, MIDWEST DAIRY COALITION,
LITCHFIELD, MINNESOTA

Mr. FALL. Thank you very much, Chairman Harkin and members
of the committee. My name is Clint Fall, President and CEO of
First District Association, and I thank you very much for this op-
portunity.

First District Association is a dairy farmer-owned cooperative lo-
cated in the small town of Litchfield, Minnesota. Our co-op’s 1,200
dairy farmer members produce approximately 1.7 billion pounds of
milk each year. Our single cheese manufacturing plant is a very
modern and efficient operation and is the largest cheese plant of
any facility east of the Mississippi River.

We strongly believe United States dairy farmer-owned coopera-
tives are critical to the dairy processing sector. In Minnesota and
Wisconsin, approximately 85 percent of the milk is marketed
through cooperatives. First District is a member of a Midwest
Dairy Coalition and the National Milk Producers Federation. We
strive to be active in supporting Federal dairy policy that benefits
dairy farmers.

The structure of a Federal dairy policy plays a significant role in
the status of the Upper Midwest dairy industry, although not al-
ways in the most equitable way. Whether it is the ongoing struc-
ture of the Federal Milk Marketing Order System or past experi-
ments with regional dairy compacts, Federal dairy policy has often
placed the upper Midwest at a competitive disadvantage by artifi-
cially inflating Class I prices that ultimately places downward
pressure on manufactured milk prices. Since approximately 85 per-
cent of the milk in the Upper Midwest is used in manufacturing,
such policies are detrimental to the Upper Midwest region.

I would like to make several points about programs that we be-
lieve are important to our dairy farmers. No. 1, the Milk Price Sup-
port Program. Without a doubt, the Milk Price Support Program is
an important program and should be continued, but it is in need
of reform. The current price support level of $9.90 per hundred-
weight has proven to be a porous and ineffective floor. In recent
years, the Class III price has fallen below the $9.90 support price
on many occasions, falling as low as $8.57 in November of 2000.
Contrary to the intent of the program, dairy manufacturers are re-
luctant to sell surplus product, particularly cheese, to the Com-
modity Credit Corporation, in large part because the costs are sig-
nificantly higher than selling to the commercial market.

To more adequately reflect these costs, we are interested in the
new proposal by National Milk Producers Federation to legislate
individual CCC purchase prices for butter, powder, and cheese in-
stead of having one overarching milk price support of $9.90 per
hundredweight. We believe this is a step in the right direction to
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help assure that the Price Support Program functions more effec-
tively as a true safety net.

No. 2, the Milk Income Loss Contract Program. Because of the
inadequacy of the Milk Price Support Program, we argued during
the last farm bill debate for an additional program to provide a
more credible safety net for dairy producers. Fortunately, others
agreed. The countercyclical Milk Income Loss Contract Program
that emerged out of the 2002 farm bill has proven to be a very ef-
fective safety net for dairy farmers. Assistance is only provided
when the market prices fall below target levels. We have proposed
that the MILC Program be reimplemented without a diluted for-
mula as it originally emerged from the 2002 farm bill.

Congress also sought to limit the taxpayer costs of the MILC Pro-
gram by placing a volume cap to limit the benefits to the first 2.4
million pounds of production per year. Roughly 82 percent of all
dairy farms in the Nation receive full benefits of the MILC Pro-
gram and are fully covered under this cap. Yet even those that ex-
ceed the cap receive great benefits.

For the Upper Midwest specifically, there is no doubt that this
program has helped maintain many family dairy operations in
rural communities during low milk price cycles. It is critical that
the MILC Program or a similar type of countercyclical or direct
safety net program be continued in the new farm bill.

No. 3, trade policies. We must review our trade policies and those
of our trading partners to assure that we have consistent and ra-
tional policies as we move into the future. Specifically, during the
Uruguay Round of WTO trade negotiations, tariff rate quotas were
placed on imports of traditional dairy product classes such as
cheese, butter, and nonfat dry milk. Yet we failed to recognize
emerging trends with regard to milk protein concentrates and we
failed to create tariff rate quotas on these milk protein con-
centrates. As a result, we have seen instances during which MPC
imports into the United States have surged, negatively affecting
farmers’ milk prices and adding to taxpayer costs.

In conclusion, as the committee works on the 2007 farm bill, we
ask for your support for a two-pronged safety net as represented
by an improved Dairy Price Support Program and the continuation
of the MILC Direct Payment Program. Thank you very much for
your time.

[The prepared statement of Mr. Fall can be found on page 143
in the appendix.]

Chairman HARKIN. Thank you very much. I want you to know
that I am not listening to some strange music or something on this
device.

[Laughter.]

Chairman HARKIN. The acoustics in this room are so bad, we
have a loop system in here and this device really clarifies every-
thing so I can hear better sitting up here.

Next, we turn to Ms. Connie Tipton, who is President and CEO
of the International Dairy Foods Association. She is no stranger to
this committee. She has been here many times in the past.

Welcome again, and please proceed, Ms. Tipton.
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STATEMENT OF CONNIE TIPTON, INTERNATIONAL DAIRY
FOODS ASSOCIATION, WASHINGTON, DC

Ms. TipTON. Thank you, Chairman Harkin. We have, I think,
what is an unprecedented opportunity with this farm bill because
we have growing global demand and domestic demand for our U.S.
dairy products and we have an opportunity because of that to tran-
sition to a better safety net for our nation’s dairy farmers. Let me
just say it is important to us that we have programs that are help-
ful and provide opportunities for both producers and processors in
the dairy sector.

Also, I would like to start off by saying that we support putting
in place an effective safety net for our dairy farms. We have five
suggestions: Provide a safety net for farmers that will give help
under a variety of market conditions, not just when prices are low;
encourage environmental improvements on farms with direct pay-
ments that aren’t tied to price or production; reinstitute forward
contracting so that dairy farms and milk buyers can enter into vol-
untary agreements; eliminate the Dairy Price Support Program
and the Dairy Import Assessment; and establish a commission of
industry stakeholders to identify and recommend measures for ad-
dressing the many complex problems with the Federal Milk Mar-
keting Order System.

Now, I would point out that the context for these suggestions is
radically different. It is a radically different dairy marketplace
than we have really ever seen before. We have milk prices that are
expected to go to record high levels this year. That is largely driven
by demand for exports of high-quality milk proteins, wheys, lactose,
and those exports, Mr. Chairman, are commercial market exports
without subsidies. This is a new thing for dairy in the last few
years and it is a very important phenomena and something we
need to take advantage of in rewriting our policies.

The demand is expected to remain strong for the foreseeable fu-
ture, so that extends that opportunity. But ironically, at the same
time, our dairy farms are still going to be stressed because of
record high feed prices and our current safety net programs, the
Dairy Price Support Program and the Milk Income Loss Contract
Program, are not going to be useful or effective in this marketplace.

The Dairy Price Support Program buys basic commodities to prop
up market prices. But there is more to it than that because it en-
courages production of these commodity products. It provides a
guaranteed market for them. So of course, it is easier to keep pro-
ducing those for the government than it is to retool and produce
for the market. This has kept the dairy industry from responding
adequately to the exploding demand for higher-value dairy pro-
teins. And today, with record high milk prices, the Dairy Price Sup-
port Program offers no help to producers, yet it continues this com-
modity production mentality, and that is why we think this is a
good opportunity to eliminate rather than resuscitate the Dairy
Price Support Program.

Now, I would like to stress that I think it is really important
that we have adequate resources to give dairy farmers the safety
net they need, and I know everyone comes to your committee say-
ing they need resources, but it is very important for our industry
to have an effective safety net.
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We suggest providing assistance that is not tied to price or pro-
duction and using these payments to encourage environmentally
sustainable practices on our dairy farms, and then complement this
with risk management tools for dairy, like revenue insurance and
forward contracting. It is vital to our members that we keep our
abundant and high-quality milk supply, and we have a chance in
this farm bill to do that with updated policies that allow markets
to work better, including international markets for our dairy prod-
ucts from the U.S.

Now, there was a provision included in the 2002 farm bill that
called for a new assessment on dairy imports and that was never
implemented. We believe that now, our trade prospects have
changed so dramatically that our approach on this issue should
change, as well. As our exports are growing and driving better
prices for our producers, we think it is absolutely the wrong time
to put up new barriers to other countries’ imports.

Finally, just about every segment of the dairy industry is cur-
rently frustrated with the Milk Marketing Order System and wants
to see some change. That system, however, is so complicated that
it is hard to find consensus about what those changes might be.
Both our organization and the National Milk Producers Federation
have set up committees to review all of these issues and try and
find consensus within our organizations, but we believe it would be
useful for Congress to call for a blue ribbon commission made up
of industry stakeholders and experts to try and find a consensus
across the industry for long overdue change to the Federal Milk
Marketing Order System.

I know that dairy policies have always been one of the most dif-
ficult areas to navigate, but I am optimistic that our strong market
opportunities this year will provide the chance for the committee
to come up with positive improvements. Thank you.

[The prepared statement of Ms. Tipton can be found on page 217
in the appendix.]

Chairman HARKIN. Thank you very much, Ms. Tipton. I will fol-
low up with you on a couple of questions on forward contracting
later.

Now we turn to Mr. Eugene Robertson, Pine Grove, Louisiana.
Mr. Robertson and his son operate a 150—cow dairy in Pine Grove,
Louisiana. His son has a separate dairy operation, as well. Mr.
Robertson is a member of Dairy Farmers of America Cooperative
and is testifying today on his own behalf.

Mr. Robertson, welcome.

STATEMENT OF EUGENE ROBERTSON, PINE GROVE,
LOUISIANA

Mr. ROBERTSON. Thank you, Mr. Chairman, for the opportunity
to be here today to testify. As you were saying, I am Eugene Rob-
ertson from Pine Grove, Louisiana. I have been in the dairy busi-
ness for 46 years. My son, as you said, is in the dairy business in
the operation that we have on my family farm in addition to his
own dairy.

I guess in the 46 years I have been in the dairy business, we
have never seen the price of milk going as low as it is going now
and the fluctuation of the high points and the low points. The
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trough seems to be getting deeper, although as we have been hear-
ing, we are going to see improving prices and we have experienced
them already in 2007. We know they are going to be going higher.
But the price of the feed that we heard about and the fuel cost is
eating this margin up about as quick as we get it.

Our dairy industry in Louisiana, of course, was severely im-
pacted by Hurricane Katrina in 2005. We had some awful hard
weeks and months afterwards of the loss of power and the loss of
our crops and the interruption of the feed supply and the health
problems that we never even thought of after the storm that we
had to face for many months there.

I am well pleased to have the opportunity to discuss with the
committee today the issue of the Milk Income Loss Contract pay-
ments that the producers in our State have received for the last 6
years and the value of other Federal dairy payments that we have
received.

It is important for this committee to note that Louisiana is a
milk deficit State, which means that we do not produce enough
milk in our State to satisfy the needs of our consumers. We prob-
ably bring in 25 to 30 loads of milk per day in Louisiana to help
meet these needs. So it is critical to maintain what milk production
that we do have and the existing dairy operations in our State.

I would like to place into context my comments on the MILC Pro-
gram, on some history that led Congress down the road toward the
development of the Milk Income Loss payment in the 2002 farm
bill. Our State, along with other States in the South, had been
working on ideas that would help dairy farmers get through the pe-
riods of time when milk prices were low. We needed a counter-
cyclical payment that would help offset reduced blend prices and
keep us financially solvent. That is one reason Louisiana passed
enabling legislation to join a Southern Dairy Compact Region.
However, since the legislation to ratify the compact was not passed
by Congress, the MILC program was put forward as an alternative
measure.

From 2002 through 2007, the dairy farmers in my area have re-
ceived $9,977,000 in payments from the MILC. Our State now has
approximately 200 to 250 dairy farms, according to USDA statis-
tics. But between 2005 and 2006, we lost almost 11 percent of our
dairy operations, and this trend is not letting up. It is getting
worse in the last several years, and of course by Katrina, that has
really caused things to get difficult for us.

The MILC program has helped, although I believe it can be im-
proved. The trigger price of $16.94 a hundredweight based on the
Class I price in Boston is too low and does not reflect the high feed
and energy costs that we are facing today. The payment rate of 34
percent based on the Class I utilization does not come close to re-
flecting our fluid utilization rate in the South. I would hope the
committee takes these factors into account when you are preparing
the dairy title of the bill for 2007.

The MILC payments could fall in the Amber Box under the WTO
rules. In terms of direct payments to dairy farmers that the com-
mittee will be considering during the preparation of the farm bill,
I would like to point out that National Milk Producers Federation
is proposing a direct payment to dairy farmers that would offer a
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solution to the WTO requirements. In their proposal, the direct
payments would be Green Box compliant with the WTO require-
ments.

There are a number of other issues that are very important to
us in the South, as well, and I would like to briefly touch on them.
We are part of the Southeast Federal Milk Marketing Order Area.
The Federal orders need to have some significant changes if they
are to work efficiently for producers in the future. One of the main
purposes of the Federal Milk Marketing Orders, as you know, is to
guarantee a fresh supply of milk for the consumers in the areas.
However, in practice, the Federal milk orders do not always accom-
plish this goal in assuring a fresh supply of milk and at the same
time adequately reflecting price to the dairy farmers. One example
is the feed cost and how it has gone up.

Another thing I want to point out is not only Louisiana, but the
whole Southeast part of the United States, as you are aware of, is
a deficient area of milk. DFA, the co-op that I ship my milk to, on
an average daily basis, we have sales for approximately 900 million
pounds of milk and we only produce 630,000 pounds of milk in the
area. This is putting a great burden on us by doing this.

I am sorry, just one other point, that we just need to have a proc-
ess in the Federal Milk Order that would address this and I will
quit there.

Thank you, sir. I appreciate your time and I will be pleased to
answer any question.

[The prepared statement of Mr. Robertson can be found on page
214 in the appendix.]

Chairman HARKIN. Thank you very much, Mr. Robertson.

Now we turn to Mr. Randy Jasper, National Family Farm Coali-
tion, Muscoda, Wisconsin. He and his son, Kevin, milk 100 cows,
raise 2,000 acres of corn and soybeans along with 200 acres of hay
in Wisconsin. He is a member of the American Raw Milk Producers
Pricing Association and speaks today on behalf of the Dairy Sub-
committee of the National Family Farm Coalition.

Mr. Jasper, welcome to the committee. Please proceed.

STATEMENT OF RANDY JASPER, NATIONAL FAMILY FARM
COALITION, MUSCODA, WISCONSIN

Mr. JASPER. Thank you. Our program comes at this a little bit
different. We come at this from the standpoint of the mark of get-
ting the money from the industry. I will just outline a few things
and go over a few other things.

Dairy producers throughout the country need a policy that re-
sults in dairy farmers receiving cost of production plus a return on
investment; access to affordable credit with fair terms; competition
restored to a non-competitive dairy market, and that is a real big
issue; protection from predatory practices of the largest corpora-
tions, including the largest dairy co-ops; protection of integrity of
dairy products, meaning no support to domestic milk protein con-
centrates, MPC, or for any MPC used in our food supply; prohib-
iting of forward contracting; promotion of smaller co-ops and in-
creasing oversight of co-op management to ensure interests of proc-
essors being met. Our plan, it is outlined in our full testimony that
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you received. The money comes from the government—or, excuse
me, from the industry, not the government.

My milk and my son’s milk go to a small co-op called Scenic Cen-
tral that we formed. Within two-and-a-half to 3 years, we put on
250 farmers. We send 19 million pounds of milk a month. We re-
turn 98 percent of every dollar that goes out goes back to the farm-
ers. This was very hard to do. There are a lot of rules that you
have in place against starting a market in the agency. That might
want to be looked at.

The crisis that we saw on dairy farmers large and small through-
out America in the past year, when rising costs of production com-
bined with weather disasters, continued low milk prices, there is
just no way that anybody can stay in business. In real dollars, it
has been the worst year for dairy farmers, including the Great De-
pression. We set up conference calls. This program was put to-
gether after real long hours and there are farmers from 20 States
that have put this together, sorting out things we can do.

On February 20, 2007, the NFFC delivered a letter to USDA In-
spector General Phyllis Fong identifying problems with the inac-
curate pricing reporting in the NASS survey. This situation is cost-
ing dairy farmers millions of dollars a month. Our understanding
is that the Inspector General is currently involved in this investiga-
tion.

And one thing I come at this a little different perspective, where
we do a fair amount of corn and beans. The problem with dairy
farm money is not high grain prices. Grain prices are not high, peo-
ple. They are somewhere in the vicinity of where they belong. They
have been terribly low for years and years.

Another thing that I have just jotted in here, I heard a lot about
healthy food in the schools. Well, milk is a very healthy food and
we need to make sure we keep that one in the schools.

With our program, we need a price support system that allows
dairy farms a fair price through the current Class III and IV hear-
ings and with our legislative proposal for the 2007 farm bill for the
Family Farm Act. The solution is a fair price, a fair price for dairy
farmers and for farmers who raise program crops and a non-re-
course loan program with price floors that respect a farmer’s cost
of production, farmer-owned, humanitarian and strategic reserves,
incentives for participation in conservation programs, and inter-
national cooperation in supply management. Years of distressed
grain prices have fueled expansion of mega-dairies and forced thou-
sands of dairy farmers and their diverse family operations out of
business.

One thing I heard earlier today, the price support at $9.90, while
that helps a little bit, it is so low that it just prolongs the inevi-
table. No farmer can produce milk for $9.90 a hundred. The USDA
statistic as of right now in the State of Wisconsin, February 2007,
says $23.68 per hundredweight. On our dairy farm, we receive $14
to $16 per hundredweight. So we need a realistic price on that one.
When the new program went into effect, milk prices fell on our
farm about $3 a hundred and their support price gave us back
about a dollar of that. Now, I am no genius, but if you lose $3 a
hundred and you give me a dollar back, I still have a net loss of
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$2 per hundred. So it is something that needs to be tweaked so
that part doesn’t happen.

We are also losing, the Senator has mentioned, we are losing out
here in Pennsylvania, losing $5 per hundredweight. That is about
what we are losing, and for those of you, a hundredweight is 12
gallons of milk. I don’t know if too many people are aware of that.

So the price support thing needs to be on there, but we need to
set a formula that gets the industry to pay what milk costs. We
worked with ARMPPA. ARMPPA is a marketing agency in common
through the Cooper Bluffs. We talked to many of the processors
and they all stated it doesn’t matter what they pay for milk,
whether they pay $12 a hundred or $17 a hundred. As long as they
are all paying it, they are fine with it. They just can’t be put in
a competitive disadvantage.

So if it is through a different formula, and the USDA has a for-
mula. Every so many months, they put out a formula that says
what the cost is to produce milk. I don’t know why we don’t just
use that. Thank you.

[The prepared statement of Mr. Jasper can be found on page 152
in the appendix.]

Chairman HARKIN. Thank you very much, Mr. Jasper. I thank
this panel for your testimony and for your patience in being here
today.

I want to commend at least the National Milk Producers Federa-
tion for putting forth the comprehensive set of farm proposals. I am
not saying that I am absolutely supporting them, I say I commend
you for doing that, and I want to take advantage of the expertise
of this panel to get your reactions to those proposals. Have you all
had a chance to look at those proposals?

What I would like to know is, first, about the price support pro-
posal. How would separate support prices for cheese, butter, and
nonfat dry milk affect the price that dairy farmers receive for milk?
How would it affect the prices that the dairy farmers receive if you
had separate prices for each because farmers are not producing
butter and nonfat dry milk and cheese. They are producing milk.
Any thoughts on that? Mr. Kozak?

Mr. Kozak. Yes, Mr. Chairman. One of the things that I think
we have to remind ourselves about the Price Support Program, it
is a market clearing mechanism. It is only there as a safety net.
It is only there when the bottom drops out, and the Price Support
Program has been effective over the years, but there have been
some situations where, for instance, cheese dropped down to $8.70
in 2003 when we had the lowest milk prices in our 25—year history
and it wasn’t effective.

So what we have done in terms of recalculating the Price Sup-
port Program is to recognize that it is a market clearing mecha-
nism of which, when prices are extremely low and we have some
surpluses, the government buys those products at a specific level.
It doesn’t buy all milk products. It doesn’t buy fluid milk. It doesn’t
buy yogurt, cottage cheese, et cetera. It buys those three specific
products because those three specific products are the basic founda-
tions of what we produce ultimately in this country and are tied
to our over-quota tariff rates.
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Chairman HARKIN. Mr. Kozak, what does it do to the farm? Does
it affect the price farmers receive?

Mr. KozAK. Absolutely, because it gives at least some firm foun-
dation that says that if we are in that kind of period of time, prices
won’t drop below that. By recalculating what we have done, we be-
lieve that it is going to be an effective safety net that provides at
least some floor, if you will, from the Federal Government.

Chairman HARKIN. Mr. Fall, you said you were very interested
in this proposal.

Mr. FALL. Yes.

Chairman HARKIN. We are all interested. I just don’t know how
you feel about it.

Mr. FALL. We are interested and, for the most part, I think we
believe that there needs to be something done. We don’t want to
see the support program go away. Like Mr. Kozak commented, it
functions as a safety net in the worst case scenario where it basi-
cally clears surplus product from the marketplace. There is no farm
that can actually survive at $9.90 equivalent milk price, but if in
the event milk prices go that low, it generally occurs because of a
surplus of dairy products, commodities that are in the marketplace.

So we support the idea of changing the support program in some
way to help it to work better. We believe that the measures that
National Milk is pursuing, we believe that that is probably a step
in the right direction toward achieving that objective.

Chairman HARKIN. Ms. Tipton?

Ms. TipTON. Mr. Chairman, I would argue exactly the opposite.
I think keeping the Dairy Price Support Program with our current
market conditions will do nothing but put a dampening effect pos-
sibly on our U.S. dairy prices, and that is because we have growing
global demand for the foreseeable future. People think we are going
to be selling these higher-value dairy proteins both here in our own
markets, but on international markets. We are selling whey pro-
teins. We are selling lactose to Japan. We are selling more and
more of these non-fat dry milks, whey proteins over to China. We
have lots of market opportunities right now and it is driving our
prices up for U.S. dairy farmers. As I mentioned, we are going to
see record high milk prices for our U.S. dairy farmers this year.

Keeping a program that encourages people, encourages the pro-
ducers of products that aren’t in demand in the market, just so
they can sell them to the government and maybe make a few cents’
profit, is not going to help dairy farmers. It is going to maybe keep
that company in business who wants to crank out non-fat dry milk
instead of upgrading their facility, but I think we should encourage
people to upgrade their facilities and go for these higher-value
dairy markets that are going to actually drive prices to a better
level for our farmers.

I just see this as a great opportunity for us to relook at these
things and get out of this situation. Corn had a Price Support Pur-
chase Program years ago and when they started having global mar-
ket opportunities, they got rid of it, too. I think it is time for us
to do that with dairy and go for the market. I think we have a
great opportunity there.

Chairman HARKIN. Thank you, Ms. Tipton.

Mr. Robertson?
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Mr. ROBERTSON. I have no comment. I will have to go along with
what Mr. Jerry Kozak said.

Chairman HARKIN. Mr. Jasper, you already said that you were
not in favor of-

Mr. JASPER. Right. Right now, according to USDA’s statistics, we
import more dairy products than we export, so we are actually a
deficit nation right now. So while I am not against exports, I don’t
think they are necessarily the answer.

Chairman HARKIN. The National Milk also proposes to replace
the Milk Income Loss Contract, the MILC Program, with a pro-
gram with fixed payments based on the 85 percent of the pro-
ducer’s past milk production. Now, again, it would seem to me that
the proposal would be more generous to larger producers and more
costly than the current MILC Program. New dairy producers would
not be eligible for payments. So how would beginning dairy farmers
compete against established dairies that would receive monthly
payments, I ask? Mr. Kozak?

Mr. KozAk. Mr. Chairman, first of all, let me point out that the
current MILC payment would be considered to be in the Amber
Box for WTO purposes, and although I understand that some of the
people up here feel that there is not going to be a Doha Round or
we shouldn’t be really addressing these issues, our organization
didn’t feel that way. We felt that it was important to look at the
future. So the first thing we did was to put together a program
that wouldn’t fall in the Amber Box.

Second, we put together a program that would try to create some
equality that the MILC payment doesn’t have at the present time.
If you take a look at how the MILC payment functions, it is a coun-
tercyclical payment. It only kicks in when prices are at a certain
level or when the bottom drops out. But look at the situation we
are in right now, when we have got high energy and feed costs,
record high energy and feed costs for producers, and you have
heard that from some of the panel members and our producers, the
MILC payment will not—there will be no MILC payment for the
rest of this year because of the way of its nature.

So our Green Box payment addresses inflation, addresses feed
costs. It is more predictable. We calculate that it will cost the
equivalent to what the MILC payment——

Chairman HARKIN. Excuse me for interrupting. How would be-
ginning dairy farmers compete, because they would not be eligible
for payments.

Mr. Kozak. Well, at the present time, we are looking at a refine-
ment to that, Mr. Chairman, to see how we can incorporate that,
because under the strictures of WTO, you can’t tie it to production,
so if a farmer doesn’t have a historic production, he is not eligible,
but we are committed to working to try to resolve that particular
issue as part of our plan.

Chairman HARKIN. Ms. Tipton, you talked about forward con-
tracting. Mr. Jasper, in your statement, your group was opposed to
forward contracting, but let me ask this questio