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The Honorable Mike Johanns
LS. Department of Agriculture

1400 Independence Avenue, S.W.
Washington, D.C. 20250

Dear Secretary Johanns:

I am writing to share with you comments. from Nebraska producer and rural development
groups, along with individual farmers and ranchers participating in several Farm Bill
Listening Sessions 1 conducted throughout Nebraska last fall. These sessions were
modeled after your USDA Farm Bill. Forums, and provided several opportunities 1o
gather input and suggestions with regard to current and future U.S. agriculture policy.

_ I received comments covering a spectrum of agnculture and rural issues and [ have
organized them into five key categories: commodity price supports; access to foreign
markets and other trade issucs; opportunities for rural development and the expunsion

ralue-added and renewable fuels investments; beﬂmnmo farmer and rancher programs,
and conser vation.’ .

Enclosed is a more detailed summary of the comments and recommendations 1 received.
as well as statements submitted by several state agriculture organizations. While some of’
the ideas and opinions might not necessarily reflect Nebraska’s coneerns or priorities, |
found the input to be valuable overall and I trust that you will as well.-] want to take this !
‘opportunity to bring to your attention a few areas that [ believe to be, pamcularly key Lo’
future development across all seciors of the aarl'lculrure industry.

With regard to the issues of trade and foreign market access, most Nebraskans' whe . .
participated 11 our listemng sessions called for the need to expund U.S. uccess'to loreign
markets. Many stressed that meaningful gains m market access need to'be attained if U. S )

producers are asked to accept reductions in ‘uL.,rlcuIIure program iundlm, ¥ S
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Without a déubt, renewable energy has opened new doors to agriculture and rural
communities, and Nebraska farmers expressed a strong desire to pursue the developmenl .
of new value-added projects. _ '
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Finally. much concern was expressed about the decliming numbers of beginning farmers
and ranchers. Some stated that younger producers are placed at & disadvantage by the
federal tax code, and several suggestions focused on ways to encourage the sale of farm
or grassland to beginning producers through federal incentives.

The series of listening sessions held here reinforced for me how vital sound agricultural
policy is to Nebraska's producers and rural commumnities. It is my strong belief that the
next farm bill provides an excellent opportunity to not only update the programs
important to producers, but to pursue policies that will form the foundation for new-areas
of growth in this industry that is so vital to our nation’s ¢ontinued economic progress.

Thank you for your outstanding work on behdlt of the nation's agriculture producers. |
look forward to working with you to ensure he future v itality ot agriculture.
|
Sincerely,

BDove. oo

Dave Heineman
Govemor{

Enclosures )

CC:  Senator Chuck Hagel
Senator Ben Nelson
Congressman Lee Terry
Congressman Tom Oshome
Congressman Jeff Fortenberry

The Honorable Saxby Chambliss, Chairman
Senate Committee on Agriculture, Nutrition, and Forestry

The Honorable Tom Harkin, Ranking Minority Member
Senate Committee on Agriculture, Nutrition, and Forestry

The Honorable Bob Goodlatte, Chairman
House Committee on Agriculture

The Honorable Collin Peterson, Ranking Minority Member
House Committee on Agriculture
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Summary of comments received durfng
Nebraska Farm Bill Listening Sessions

Submitted by
Governor Dave Heineman

Listening sessions held:
Lincoln, Neb. - August 31, 2005
Gering, Neb. — October 25, 2005

Kearney, Neb. — November 14, 2005
North Platte, Neb. ~ November 14, 2005
Norfolk, Neb. — November 17, 2005
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Commodity Price Supports

Nebraska grain and soybean organizations were generally supportive of the commaodity title of the 2002
farm bill, including the counter-cyclical and marketing loan payments, which activate when prices are
low. The Nebraska Wheat Growers stated that the farm bill price supports account for only one half of
one percent of the U.S, budget, and that they are necessary to ensure an abundant affordable domestic

food supply.

However, there were many suggestions for improving commodity programs. The Nebraska Soybean
Association, the Nebraska Corn Growers, and several individual producers wamed that additional
emphasis on direct payments could negatively impact land values. The Corn Growers suggested that in
future farm bills, direct payments should be based on farming practices rather than strictly on production
history, and that direct payments should be directed to farmers. not just landowners. The Nebraska Farm
Bureau and several individual participants spoke in favor of basing government support payments on farm
revenue rather than crop prices.

The Nebraska Farmers Union called the current farm bill “a colossal failure for family farmers” due to
current market prices of feed grains and soybeans, and urged a return fo the “traditional, basic price-
impacting farm policy management tools” (such as farmer-owned reserves) used prior to the 1996 farm
bill. The Nebraska-based Center for Rural Affairs believes the current farm bill is fueling the growth of
“mega-farms’ and driving family farms out of busimess by allowing large producers to bid Jand away
from beginning farmers and ranchers. The Nebraska Farm Bureau siated that one flaw of the current farm
bill is that it tends to over compensate producers in good crop years, and under compensate them in years
when more assistance is needed. As a result, the Nebraska Farm Bureau urged that the next farm bill
focus on “assistance to producers instead of production.”

- A handful of individuals, including a spokesman for the Nebraska State Dairymen’s Association, voiced

+ strong support for continuation of the Milk Income Loss Contract program, which was authotized as part
of the 2002 farm bill, but recently expired. The Sugarbeet Growers Association called for continuation of
the sugar policy established under the 2002 farm bill. And the Nebraska Dry Bean Growers reported that
only 37 percent of its members want dry beans to become a program crop in the next farm bill.

Several individual producers spoke of the need to encourage more crop diversificition in the next farn
bill. - '

Payment Limits ' .

Several participants called for tighter limits on federal commodity payments. The Center for Rural
Affairs suggested implementing tighter payment limits and that the savings be used to increase funding
for rural development programs. The Nebraska Women Involved in Farm1 Economics said that
“loopholes™ must be removed from the current payment limits law, mcluding those that provide payments
to multiple entity farms. The Nebraska Wheat Growers called for the strict enforcement of current
payment limits to help prevent the abuse of the farm program. However, the Nebraska Fal‘m Bureau
stated that the discussion of payment limits oversimplifies a deeper problem with the farm bill commodity
title, which they say is based almost solely on production and price.




Land Values -

One of the most frequently mentioned issues during the Nebraska listening sessions was the soaring cost
of land in rural America. The lack of tighter payment limits and abuse of Section 1031 of the federal tax
code were cited as two possible reasons for higher land values. The Nebraska Farm Bureau stated that
most farmers® personal retirement is tied directly to the value of their land and that caution should be
exercised so that legislative reforms do not drastically undercut the value of farmland.

Crop Diversification

Many participants advocated that more must be done to encourage farmers to diversify their crops. The

" 2002 farm bill was criticized by some for its restrictions against specialtly crops on base acres. Some
individuals in western Nebraska hoped to see more incentives for sun-seed crops, considering their
potential in biodiesel production. The Nebraska Alfalfa Marketing Association said much of the
traditional alfalfa market has been lost due to ethanol byproducts, and that it has become difticult for
alfalfa growers to compete against “feed grain subsidies™ aud USDA loan prograins for on-farm grain
storage. One producer stated that the next farm bill should provide adequate assistance for the processing
of alternative crops.

Crop Insurance

Most Nebraska grain and soybean organizations hailed federal crop insurance as a major component of
the farm safety net. Many groups favored a larger role for revenue protection programs such as the Risk
Management Agency’s (RMA) Guaranteed Revenue Insurance Program and Adjiisted Gross Revenue
pilot programs offered in some states. The Nebraska Farm Bureau pointed oul that such programs may be
more acceptable to the World Trade Organization (WTQ). The Corn Growers noted two areas in need of
improvement: erosion of insurable yield levels by multi-year natural disaster losses, and equalization of
premium support between levels of risk categories.

Some western Nebraska producers cited RMA as having too many compliance issues with regard to
prevented planting designations due to drought. In central Nebraska, there was criticism of the crop
insurance program for discouraging double cropping - the growing of two separate crops during the same
season, in the same tield. Other participants noted that specialty crop producers need more crop insurance

coverage options.

Conservation Programs

Several Nebraska farm organizations view conservation programs as a valuable tool to help reverse the
growing disconnect between agriculture producers and the general pubtic. These programs highlight the
environmental benefits that farmers and ranchers provide as stewards of the land. "Almost all groups
agreed conservation should be a priority in the next farm bill, and there was widespread support for the
concept behind the Conservation Security Program (CSP). However, the Corn Growers lamented CSP’s
“lack of funding™ and “exclusionary nature.” Also, the Nebraska Fann Bureau questioned how Nebraska
— a mostly flat and heavily irngated state -~ would fare under a farm program with an increased emphasts
of green paynmients, stating that conservations programs should remain voluntary and incentive based.



The Conservation Reserve Program (CRP) gamered mixed support from listening session participants.
While CRP received strong endorsement from some individuals, including wildlife enthusiasts, the
Soybean Assoclation recommended the program be downsized and CSP be expanded. Nebraska Grain
and Feed Association expressed concern about the effects of idling land under CRP, such as less
economic activity for rural communities. The Center for Rural Affairs stated that conservation programs
must incorporate community development concerns, suggesting that land-idling programs provide bonus
payments for enrollments that allow public access for tourism. The Nebraska Grange urged more funding
to idle margina! farm acres, while the Nebraska Farmers Union said CRP should be utilized to help
manage grain production, Some individuals called for an increase in CRP rental rates, or permitting the
option of growing wildlife-friendly crops on CRP acres, such as flowering plants that can be harvested by
florists. The Nebraska Cattlemen called for a continuation of permitting grazing and haying of CRP acres
in exchange for reduced conservation payments.

The Grain Sorghum Producers stated their strong support for “water quantity” incentives, saying “high
water-usecrops” have moved into bCITIl -arid regions and they want to ensure that semi-arid crops are still
grown in semi-arid regions,

- The Environmental Quality Incentives Program: (EQIP) received positive marks from most participants
with livestock interests, although the Nebraska Pork Producers stated that current funding levels have not
met producers’ needs. While the Pork Producers urged expedited delivery of EQIP funds, some
individual producers said they want to see application procedures simplified. A handful of individuals
expressed interest in allowing private companies and consultants to be allowed to help implement EQIP.

Trade & Foreign Market Aceess

During Nebraska listening sessions, most state organizations called for the need to expand U.S. access to
foreign markets. The Nebraska Farm Bureau stated that most, if not all, of its members would prefer to
get their income from a marketplace with no trade barmers, rather than government payments. There was
strong support for USDA’s Foreign Market Development program and the Market Access Program
amang all commodity groups. The Nebraska Farm Bureau stated that it would not support changes to the
2002 farm bill before knowmg the results of the WTO negotiations. The Nebraska Soybean Association
said thal “rneanmgful gains in market access must be attained if U S. producers are expected to accepl
reductions” in farm bill funding,

Members of the Independent Cartlemen of Nebraska, Nebraska Women Involved in Farm Economics, the
Nebraska Farmers Union and several individual participants voiced support for fair trade and the need for
U.S. trade representatives to recognize the cost difference between agriculture production in the United
States and developing nations.

The Nebraska Pork Producers and Nebraska Cattlemen supported recent trade agreements such as the
Central American Free Trade Agreement (CAFTA), which lowers tariffs on U.S. agriculture products
entering foreign markets. Members of the Nebraska Sugarbeet Growers Association were opposed to
CAFTA and other trade pacts that allow for additional imports of sugar mto the United States. On the
other end of the spectrum were groups like the Grain Sorghum Producers who said that nearly half of
their crop is dependent on the availability of export markets and called for substantial market access
improvements to occur within the WTO framework. |
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Meat Packer Concentration

Throughout the Nebraska farm: bill listening sessions, individual beel producers and caltlemen
organizations expressed their concemns over the growinlg concentration of the meat packing industry. The
Nebraska Cattlemen voiced support for legislation to réslrict meat packers from processing more than 25
percent of their daily slaughter mix from captive auppl:cs on a per-plant basis. However, the Nebraska
Cattlemen stated their opposition to a complete ban on packer ownership, saying such a ban would Jimit
producer options when marketing animals. In addition] the Nebraska Cattlemen support producer access
to accurate and timely livestock price reporting information.

The Independent Cattlemen of Nebraska stressed that prof' tability for producers must be the focus of the
next fanm bill, and called for stricter enforcement of the 1921 Packers and Stockyards Act. They voiced
support for the creation of a competition title 10 place limits on a packer s ability to own or control cattle
in excess of 14 days prior to slauglter and end what was referred ta as “unfaic practices in produu:r-

packer counlracts.”

Country-of-Origin Labeling

Country-of-Origin Labeling (COOL) was mentioned ofien as part of these listening sessions. While there
was strong support for source verification and labeling, ‘thcre were different levels of support for
mandatory COOL. The Independent Cattlemen of Nebraska and the Nebraska Women Involved in Farm
Economics organization spoke in favor of the mandalorfy COOL provision contained in the 2002 farm
bill, and both called for its immediate implementation. |The Independent Cattlemen also voiced suppon
for utilizing individual animal 1D as a means to help unplemenl COOQL, if the ID program becomes

mandatory.

However, the Nebraska Caitlemen stated that the mandatory COOL provisions included in the 2002 farm
bill would 1mpose “unnecessary cost and labor burdens| on producers, and expressed concern that current
COOL rules would prohibit the use of a national amma[ identification system in determining the origin of
cattle. The Nebraska Cattlemen also objéct to what thcy views as the law’s harsh penalties for non-
compliance — penalties that they argue could deter small retailers from carrying beef products. The
Nebraska Cattlemen and the Independent Cattlemen both oppose the application of the USDA grade
shield on beef imports, and both groups support s1mp11f'cauon of labeling for retail products. In addition,
several individuals stated that livestock producers should not be forced to pay for the implementation of

any labeling program,

BReginning Farmers & Ranchers

In commernts provided by the Center for Rural Affaurs, it was noted that the 2002 farm bill authonzed
funding for linking beginning farmers with retiring producers but that funding has been withheld. The
Nebraska Dry Bean Growers Association stated that youngcr producers are placed at a disadvantage by
Section 1031 of the federal tax code, which allows ]andownerb to sell their hjgh value acres and defer
capital gains taxes by purchasing agricultural land in less populated areas, at prices that beginning
producers cannot match, Other pariicipants advocated lhc need for increased incentives and financing
opportunities, particularly for 4-H and Future Farmers of America (FFA) members. A spokesperson for
the Nebraska FFA specifically mentioned the need for tax incentives that would encourage landowners to
volumtarily sell their agricultural land 1o beginning prodﬁccrs.




Value-Added Efforts

To revitalize the economy in rural America, the Nebraska Corn Growers expressed support for federal
tarm policy that emphasizes emrepreneumhlp over entltlement The group cited :dentity preserved grains
and farmer owned processing as two examples of succcss stories. The Corn Growers also mentioned the
need to redefine U.S. agriculture’s importance beyond tl"ood production, stating that the new farm bill
must find ways for producers to become more involved in the value-added process.

The Center for Rural Affairs said the 2002 farm bill contained worthwhile value-added programs that
could help stimulate entrepreneurship in agriculture. However, those programs — such as the Value-
Added Producer Grants Program and the Initiative for Euture Farm and Food System — have been
inadequately funded, according to the Center, The Soyllae'm Association suggested increasing federal
funding to encourage the formation of a new generauon of tarmer cooperatives, which could produce
value-added products such as bio-based plastics or fuels developed from biomass resources.

There were many calls to expand livestock production, which remains the top consumer of America’s
grains and soybeans. The Corn Growers stated: “If am r‘nal agriculture continues 10 move to other
countries because of social and environmental concerns, grain produclion will quickly tollow. This will
have major imiplications for U.S. food security and U. 'St competitiveness.” The Com Growers stated that
continued funding for livestock and poultry research is essential — including finding ways to make the
livestock sector more “environmentally friendly.”

Renewable Enercoy

Most Nebraska farm organizations and individual producers agreed on the need to reduce our dependence
on fossil fiels and imported energy, saying that renewable energy has opened new doors of opportunity
for Nebraska agriculture and rural communities. The Sﬁ)ybean Growers said the bio-based energy

- provisions contained in the 2002 farm bill should serve as a springboard for the expansion of agricultural
based energy research and development, and cailed for the creation of a bio-based strategic energy
reserve. The Corn Growers stated their support for the Renev\ able Energy ‘iystems and Energy
Ettlclen&,y Improvement Programs, as well as the C ommodny Credit Corporation’s Bioenergy Program,
all contained in the current farm bill. The Grain Sorghum Producers called for a <ubstantial increase in

research funding for ethanol from sorghum,

Rural Development l

Many Nebraska organizations and producer participants!spoke in favor of focusing greater attention on
sustaining rural communities. “The concentration in the number of full-time farmers and depopulation in
communities once dependent on agriculture is intrinsically linked,” the Corn Growers stated. The
Nebraska Grange cited “outmugration™ of young people fmm rural counties as one of the key issues facing
agnculture-dependent communities. Several groups rec?mmended more emphasis on valuc-added
education efforts and rural entrepreneurship programs.

The Center for Rural Affairs stated that i the most rurai farm-dependent counties, the majority of new
jobs are non-farm proprietorships — people creating then; own job by starting a small business. The
Center suggested that the next farm bill should focus more attention on rural micro-enterprise grants to
help support small entrepreneurship across ural America. The Center also suggested the next farm bill
include provisions from the New Homestead Opportumtles Act by Senators Chuck Hagel (Nebraska) and

Byron Dorgan (North Dakota),



Miscellaneous

The following observations were cxpressed by pammpantq during Nebraska’s farm bil] listening sessions.
While some of these comments were not directly relaled 1o possible farm bill policy, they provide input
with regard to USDA programs and/or cooperation with regional groups.

# The Nebraska Pork Producers staled that Fundlng for the national animal'{D plan must be a
priority of the next farm bill. :

»  Many producer groups and several individuals advocated increased funding tor agricultural
research. |

e There were a handful of calls from individuals and the Nebraska Grain and Feed Association for
more harmony between state regulations regardmg wetght and length limits for grain trucks.
Synchromzmg the standards would need to occur at the federal level.

» Some individuals urged more coordination and,integration between Farm Service Agency and
Natural Resources Conservation Service oFﬁceé} at the local level.

*  An agricultural lender said that EPA regulationls and compliance costs are driving smaller and
mid-sized livestock producers out of business. A spokesperson for the Independent Cattlemen of
Nebraska echoed that sentiment, stating that owners of large CAFOs may me their opemuonb o -
justify environmental compliance costs.

* A northeast Nebraska dairyman said that air quality regulations are a key concern for lus
operation and that he very much opposes the idea of classifying manure as hazardous waste.



