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“Thank you for that kind introduction. I truly appreciate the opportunity to be here and to join you all today. 


“I want to extend my thanks to all of you for being here today--a day after the event was supposed to have taken place. A very good friend of mine passed away and the service was yesterday in Washington D.C. and I really wanted to stay for that. John Robeson was president of the export-import bank and was a Deputy Secretary when I was Deputy Secretary of Agriculture and he was a native of Chicago. He is someone who will be sorely missed and I am very pleased we could adjust all of our schedules to make this event happen today.   


“As I was learning about the Chicago Farmers, you certainly have a long and rich history   dating back to the mid‑1930s.  That’s a long stretch for a lot of folks. Unless, of course, you’re a Cubs fan, and still waiting to go back to the World Series. [Laughter.]


“But I’m guessing this might be the Cubs’ year.  Or, in the spirit of bipartisanship, the White Sox’s year.  After all, things change.  


“That’s true in the game of baseball, but it’s also true in the game we call American agriculture.


“If you think about how far we’ve come since the founding of The Chicago Farmers:   


“In 1940, farm production accounted for about 6% of U.S. Gross Domestic Product (GDP) and farming and ranching employed about 17% of the civilian workforce.  


“Today, production agriculture accounts for less than 1% of GDP and about 2% of the civilian workforce.


“These figures illustrate that production agriculture is now a much smaller part of our overall economy.  


“But they fail to recognize the activity generated by farming in input industries, and in marketing and retailing of food and fiber.  


“Together with farm production, these activities—what I call the food chain--account for an impressive 13% of GDP and 17% of the labor force.


“Americans today can be profoundly affected by developments almost anywhere in the broad spectrum of food and agriculture, and at USDA we deal with issues that touch so many of these areas.


“And these are a few of the topics I want to discuss today.  First, the farm bill and state of agriculture today.  Trade, selling more products overseas and the promise of agriculture for the future.  

 
“So I want to offer some thoughts first on farm production and the key issues facing the ag economy.


“Let’s give credit where credit is due—just one week after we celebrated National Agriculture Week on the first day of spring on National Agriculture Day and that’s to America’s farmers and ranchers.  


“Their remarkable productivity – a steady annual growth for the past 70 years – has significantly lowered food costs and improved food quality and variety for all of us.  


“It means consumers spend less on food and more on other goods and services . . . more investment. . .  new jobs and industries . . . and contributing to the nation’s overall economic growth and the wealth of our people.

The current farm economy


“I spent much of this morning talking about the markets and the farm economy.  Keith Collins – USDA’s longtime Chief Economist – joined us at the Chicago Board of Trade and the Merc. At the Chicago Board of Trade we rang the opening bell. 


“As markets have shown, agriculture has enjoyed long term growth.  But farming continues to be exposed to periodic downturns, such as what we have seen for most major crops during the past four years.


“Many factors have led to the drop in market prospects for major crops in recent years.  


“The world economy has slowed, reducing demand for agricultural products.  


“The dollar has strengthened, affecting our ability to compete in international markets.  


“And, the weather has been very cooperative, leading to global bumper crops and oversupplies.


“While market prices for grains are down sharply from where they were in 1996 and 1997, supply and demand has been moving into better balance.  


“At the end of this marketing year, global grain stocks are projected to be 8 percent below a year ago and the lowest since the mid 1990s. 


“For corn, our crop with the highest annual production value, stocks this year are expected to be the lowest since 1998.  


“Domestic use of corn will probably reach another record, helped by ethanol production which is up 75 percent from a decade ago.  And the prospects for future growth are very bright as the nation invests to diversify fuel sources and MTBE, despite California, is phased down.


“But for some other crops, such as wheat, cotton and soybeans, demand is struggling to keep up with increasing world production, and we are facing stiff competition from foreign suppliers.  Both soybean and cotton prices this season could turn out to be the lowest in 30 years.


“Livestock markets have been faring better in recent years and that has helped the Midwest farm economy.  Last year, livestock market receipts were $11 billion higher than just two years earlier.  


“This improvement reflects slower growth in meat production, higher livestock prices and reduced feed costs.  Hog markets have recovered from their collapse in late 1998.  


“The nation’s cattle herd continues to contract, and that is likely to help support cattle prices well into the future.


“And milk, so important in the Upper Midwest, has had an unusually strong market  year as production saw the largest drop since the mid‑1980s.  


“Despite the weakness we’ve talked about in returns for some of the major crops, the financial condition of agriculture as a whole has remained remarkably stable.  


“Of course, this is due in part to government payments producers have received, which have averaged $22 billion annually the past three years.  


“But farm finances have also been helped by the stronger livestock markets, low interest rates, declining energy prices and off‑farm income.  Overall farm income has stayed up, and land values continue to rise. 


“Yet farmers and ranchers remain concerned about the future.  


“With farm income for many farmers dependent on the farm programs, producers and their lenders are concerned about when a new farm bill will be passed in the Congress.

The Farm Bill


“Passage and then implementation of the next farm bill is our top priority in the Department of Agriculture.   


“The House and Senate are now reconciling their versions of the new farm bill.  We are working with Republicans and Democrats in the House and Senate conference committee to ensure the new farm bill fits within agreed upon funding limits and meets common‑sense principles.


“The Administration has supported the additional $73.5 billion Congress last year approved, which both the Senate and House Budget Committee allocated to agriculture over a ten-year period.   


“The House bill that was passed last fall was within that budget, while the Senate bill due to a Congressional Budget Office error overspent by more than $6 billion. The error was not discovered until a few weeks ago.   


“However, the conferees have agreed to spend no more than what was provided for in the budget resolution. And they have now a framework agreement on how to allocate that money.  


“As we understand it, that framework provides for $48.6 for commodities; $17.1 billion for conservation; $6.4 billion for nutrition; $3.3 billion for the remaining titles and savings of $1.9 billion for the crop insurance programs.  


“While this allocation is a good first step, as you know there are many contentious issues in this farm bill that remain outstanding.  


“We, in the administration, continue to have a concern about potential front‑loading of the bill.  The Senate bill front-loads the ten‑year funding into the first five years, placing many future programs at risk in the second five years. In fact there are as many as 15 programs that would either be zeroed out or significantly reduced in funding the second five years under the Senate bill.   


“There continues to be a lot of questions regarding commodity loan rates.  The Administration supports the loan rates that were outlined in the House-passed version of the bill. We feel they are more market-oriented and wouldn’t further depress prices and spur overproduction.


“If the Congress can agree to a new farm bill in April, then new loan rates for the 2002 crop year would be applicable and set by that farm bill.  For USDA to make a decision on loan rates now while the bill is in conference would only add confusion and uncertainty to farmers.  We want to get a bill passed as soon as possible and have its provisions apply to this crop year.


“As far as the rest of the farm bill, the Administration supports the House bill’s increased funding for fixed decoupled payments that provides more certainty for producers.  


“This would ensure farmers a consistent, predictable income safety net while maintaining market‑oriented planting flexibility.  In contrast, the Senate bill phases down fixed payments over a period of time.  


“As well, the President supports additional risk management tools to help both program and non‑program crop producers, and has proposed the use of farm savings accounts to complement traditional farm support programs. 


“The new farm bill must also support trade and be consistent with our international obligations.  


“The United States must lead the push for freer and more transparent trade and our farmers and ranchers are the most efficient and effective in the world and have a tremendous amount to gain from increased international trade.  


“One important aspect in both the Senate and the House bills is that substantially more money is allocated for conservation.  


“The Administration will continue to push the conferees for more money to help farmers and ranchers address environmental concerns on working farmlands not just conservation programs that would take land out of production.   


“We have to do this in a way that gives farmers and ranchers the utmost flexibility in using their land.  


“Over the next couple of weeks, we are going to be working with members of the conference and their staffs and try to reach agreement on as many titles and sections as possible.  The conferees have set a mid-April timeframe for completion of a new bill.


“We are hopeful, but there are still many, many contentious issues.  Two of the issues that have gotten a lot of discussion lately are payment limitations and packer concentration.


“Payment limits, as you know, have been around a long time.  They’ve been in previous farm bills.  There’s a payment limit in the House bill. There are different versions in the House and Senate bills and this has caused a lot of concern on the part of some of the agricultural groups. The ultimate question is how restrictive the payment limits will be when the farm bill comes out of conference.  Ultimately there will be compromise on this issue.


“Another issue, of course, is packer concentration.  The cattlemen and pork producer associations both oppose the packer concentration provisions that was passed as an amendment to the Senate bill.  


“It’s going to be interesting to see how all this plays out, whether or not there is a   compromise.  There are many people who are very concerned about unintended consequences when millions of animals may have to be sold by packers because of this potential change. There was an economic report that came out just last week addressing the consequences that could happen as a result of this provision as it’s now in the Senate version of the bill.    


“Once Congress passes a new farm bill and the President signs it into law, we need to be ready to move forward with implementation of that bill.  


“Our USDA employees are getting ready for a lot of hard work. They are already doing a lot of preparation so we can implement quickly and farmers can know what they are eligible for and what they have to do under the new bill.  


“This is a huge task. It’s never easy to implement a new farm bill and as each week passes implementation becomes more challenging and more difficult, as I am sure the FSA people who are here will tell you. That’s why it is why it is critical that Congress reach consensus as soon as possible upon return from recess.


“But the farm bill is only part of the picture . . .


“While the farm bill absorbs much of our attention in Washington these day, much of what affects agriculture is not impacted by the farm bill.  


“Large segments of U.S. agriculture, such as livestock producers and fruit and vegetable growers, receive little in Government payments.  


“Moreover, some of the most significant factors affecting agriculture, like energy costs, interest rates, and exchange rates, are largely outside the scope of farm legislation.  


“The prosperity of American agriculture depends on our ability to compete in the global marketplace.

Increasing trade opportunities.  


“We all know that removing trade barriers around the world is essential for improving long‑term prosperity and economic growth for food and agriculture.  


“The trade facts tell the story.  This year we expect to see 60% of our cotton crop exported. We export half our wheat, one‑third of our soybeans and a fifth of our corn.  


“High-value products such as meats, processed foods and fresh produce represent an enormous trade opportunity for our producers as well and in fact, that is the area where we have seen substantial increases in international trade.  


“To open up markets for our farmers and ranchers, we have a three‑fold strategy of multilateral agreements, a new round in the WTO, regional agreements and bilateral agreements.  


“We want to work in all types simultaneously, and we work closely with USTR and Ambassador Zoellick in that regard. We want to continue to press to open new trade opportunities.


“We have launched, successfully, a new round in Doha under the WTO and at the same time we have gotten Trade Promotion Authority through the House of Representatives and we are hopeful the Senate will pass Trade Promotion Authority as soon as possible. 

            “Inaction by the Senate is hurting our farmers, and the potential progress of trade agreements that will benefit the farm sector.

Increasing demand for agricultural products.  


“Through public and private research we are seeing new products being developed from traditional bulk commodities, new products that enhance the nutritional characteristics of the food we eat, and new seeds that are more productive, more tolerant to drought, and reduce the need for chemicals.   


“These research developments are helping farmers meet consumer demands. They are helping reduce production costs and they are helping farmers farm in more environmentally friendly ways.


“New technology is also discovering new uses to increase returns to producers but also to provide consumers with products that are better for the environment.  


“Many of you already know about the story of ethanol and how successful it’s been.   In 2001, ethanol production reached a record 1.8 billion gallons, up 20% from 1999.  


“Biofuels are a success story and an important example of value-added agriculture.


“The Senate energy bill, which is now pending, has a renewable fuel standard contained in that bill. That is something just recently the President and the administration came out in support of. When I visited the Commodity Classic, corn and soybean producers told me that what happens to this energy bill is as important to them as what happens in the farm bill.

            “If you look at a renewable fuels standard and it becomes law as proposed in the bill, ethanol use and the corn used to produce it--would triple over the next decade, a dramatic increase in a domestically produced, renewable fuel that reduces carbon monoxide and toxic air emissions.

Enhancing cooperation and partnership in agriculture


“Finally, I want to touch on an area that I’ve been emphasizing as I meet with the various participants in our food system and that is how cooperation and partnership can solve many of the most difficult problems we face in agriculture today.


“Government cannot do it alone.  Producers, government, private parties, and interest groups are coming together to tackle traditional and nontraditional issues ranging from meeting new needs of consumers, to developing new high‑value products, to solving environmental problems.


“In the area of conservation, there is a very successful example. 


“Last summer we announced an expansion of the highly successful Illinois Conservation  Enhancement Program by 32,000 acres.  


“With this additional acreage, producers will be able to enroll up to 132,000 acres of environmentally-sensitive land along the Illinois River to plant trees and native vegetation.  


“This will reduce sediment entering the river by 20%, meaning reduced dredging and water treatment costs for communities that rely on the river for drinking water. 


“Today we are announcing another conservation project by approving a new biomass pilot project to promote cleaner-burning fuels. 


“This project involves growing switchgrass on Conservation Reserve Program land that will then be harvested from a project and biomass from the switchgrass will get pellitized and used to co-fire traditional coal energy sources.


“This type of project is really important. Burning switchgrass instead of coal reduces the amount of coal-related pollutants emitted into the air.  And, it is an example of how our farmers and ranchers are helping promote the use of renewable energy sources and a cleaner environment.


“We are especially interested in finding better ways to jump-start bold, new economic opportunities for producers that will be made possible by the combination of advances in technology, changing consumer demands, environmental needs and the quest for higher farm income.  


“Whether it is biofuels or other bioproducts, like plastics made from corn. We just recently had the folks in who have a plant in Nebraska and they made all of plastic cups for the Winter Olympics in Salt Lake, out of corn. There is carbon sequestration to offset greenhouse gas emissions that provide cropping opportunities for farmers; new crops from biotechnology; remotely-sensed data that was used with variable rate application of fertilizer, herbicide, pesticide, and irrigation. All of these are examples where private and public sectors are working together to realize new opportunities and to utilize new technologies that will help create new markets, increase production efficiency, reduce economic risks, and diminish adverse environmental effects.


“The potential for agriculture and all its variables is enormous and the future holds bright promise with regard to these new opportunities. 

Conclusion


“We are in the first week of spring – hope springs eternal.   Not only if you’re a Cubs or White Sox fan, but for all Americans who in this great nation have potential and people’s talents.


“We have a lot of work to do, but the future holds enormous promise ‑‑ the promise of farm products permeating every aspect of our life, with both products and the way they are being  produced being tremendously beneficial in so many different ways.


“Thank you very much.”   [Applause.]
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