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MR. QUINN: 

This is Larry Quinn from the broadcast center of the U.S. Department of Agriculture in Washington.  Welcome to today's news conference with Secretary of Agriculture Ann M. Veneman.  Joining her today is Under Secretary of Agriculture J.B. Penn, Deputy Under Secretary Hunt Shipman, and Keith Collins, chief economist for USDA, and later by telephone Congressman John Thune.  Today's topics will include farm program announcements and implementation, the President's Economic Forum, and crop reports that were announced today.



We'll begin today's conference with opening remarks by the Secretary.  Madam Secretary, good morning.



SECRETARY VENEMAN

“Good morning, Larry, and thank you again for hosting this forum today.  And welcome to all of you who are joining us today.  As Larry said, we have a full agenda to discuss with you today, and I want to start by briefly talking about the President's Economic Forum.  I will be leaving this afternoon to participate in that forum tomorrow, and I will at that forum co-chair a panel with Ambassador Zoellick on international trade.  Our panel will focus on the President's agenda to create better jobs for Americans by opening and expanding global markets for U.S. agricultural products and services.



“As you know, the President has had major successes in the short time he has been in office which are helping to strengthen the U.S. economy.  He's provided tax relief for working Americans.  They've provided education reforms.  They've passed the corporate responsibility legislation.  There's been a launch of the new World Trade Organization negotiations in Doha last November.  And we just presented a very bold proposal on the agriculture negotiations, and then just last week, the President signed the Trade Promotion Authority.



“But with all these accomplishments, the President will not be satisfied until every American has had the opportunity to work and contribute to this economy.  And our farm sector is a big part of the President's agenda.



Last week, when he signed the Trade Act of 2002, he talked about agriculture and our nation's farmers and ranchers.  They were a big focus of his remarks.  We're making good progress, but this year we've also seen some difficult times in some parts of the country with drought and difficult weather conditions.



“So this administration is committed to utilizing tools to assist when times are tough.  And we are aggressively implementing the new farm bill.  Ambassador Zoellick and I are working hard to advance a strong trade agenda so that we can level the playing field for our farmers and ranchers in markets around the world.  So tomorrow we are going to look forward to listening and gathering more ideas about how we move ahead and how we continue making progress so that we can work together to build a stronger economy not only for our nation's farmers and ranchers but for every American.



“Now, that brings me to the farm bill.  It has been three months since the President signed the 2002 farm bill, and USDA, as you know, has been working tirelessly and aggressively to implement this measure on behalf of America's farmers and ranchers.



“As you know, it is a difficult task, but we have a team of dedicated employees who are getting the job done in an efficient and expeditious manner.  Just in the last couple of weeks, we've made a couple of more new announcements.  We announced $270 million made available for EQIP funding and the state allocations.  And then last week, when I was in Connecticut, we announced the sign-up for the dairy program, which will begin tomorrow, August 13th.



“Today we are also making some announcements.  We are pleased to announce that producers will be able to go to their county offices and begin sign-up for the direct and countercyclical payment program on October 1st.  Payments will be issued in just a short time thereafter.  These will include the final direct payment for 2002 and the first countercyclical payments under the new program.



“Payments will apply to all eligible crops, including wheat, corn, sorghum, barley, oats, upland cotton, rice, soybeans, sunflower seeds, canola, flaxseed, mustard, safflower, and rapeseed, as well as peanuts.



“This year's a critical date for producers of these program crops.  A major feature of the new law allows producers the option of updating historical average bases and crop yields to determine program benefits.  Helping producers make the choices that are in their best interests has been a key focus of the USDA county offices over the past several weeks.



“In the coming weeks, our USDA team will be working with producers to ensure that the information and data needed for program payments to be made is completed in an efficient and prompt manner.



“Also today, we're making an announcement that affects our farm loan programs.  Now, this is separate from our farm bill implementation, but it's important particularly to a certain group of producers.  We are announcing that we're increasing our direct operating loan program by $98.2 million for fiscal year 2002 effective immediately.  We are shifting funds from our guaranteeing--guarantee operating loan program to the direct loan program, where funds for the year have already been exhausted.  This transfer will help an estimated 2,000 additional farmers, and these are primarily smaller-acreage producers.



“Each year, approximately 14,000 minority beginning and other farmers and ranchers across America receive these kinds of direct operating loans from FSA under this program.  And so this announcement will help more of these small and minority farmers to have access to these programs to assist them.



Now, I would like to briefly turn over the program to Dr. J.B. Penn to talk about some additional implementation issues, some of the more specifics as it relates to the farm bill.”



DR. PENN:

Well, thank you very much, and let me give you a very brief progress report on our overall implementation activities.  The announcement the Secretary made this morning about the October 1 sign-up date is critical.  That is the heart of the direct payment and countercyclical program payments, and so we're very pleased to be able to get that underway.



In July, we sent a letter to all producers asking them to verify their farm data or to provide the FSA county office with correct data, if necessary, and we're hard at work on that process, and we expect to have that completed before the end of this month, and then, as the Secretary said, the actual sign-up will begin October 1.



This has proved to be a very complex bill. It's a very comprehensive bill, and it has some very substantial requirements for our staff that were not contained in the previous legislation.  So we've had to undertake one of the most thorough training activities that we've ever undertaken in the Farm Service Agency.



We had a major training session in--during the week of July 22nd in Chicago.  That was a train-the-trainers session.  Those people have now gone back to all of the state offices, all of the county offices, and a massive training program is underway for all of the staff, and we hope to have that completed very soon.



In addition, farmers have to make some critical choices in this farm bill, and we're trying to provide as much information as we possibly can.  FSA is developing tools that they hope that will be beneficial to farmers in making these choices.  One is an interactive payment calculator that is soon to be on the USDA website.  It'll also be available in the FSA county office or service center.



And this is a tool that will help producers evaluate the sign-up option that the Secretary mentioned under the new direct and countercyclical payment program, and producers have one opportunity during the life of this bill to make a selection.  And so this choice is very important, and we want to try to provide them as much information as we possibly can in doing that.



Let me just quickly note a couple of other areas to get people updated.  The dairy program, the Secretary announced last Monday, as she said, that sign-up for that program begins tomorrow, and we've had a lot of interaction with a lot of the stakeholders in trying to make all the decisions necessary for that program.  We very much appreciate all of that input.



The payments are going to be made on an operation-by-operation basis up to a maximum of 2.4 million pounds of milk produced, and we're going to apply the same definitions as we have done in the previous dairy market loss assistance program, and that's exactly as the farm bill stipulates.  And also producers will be able to select the month that they want to start receiving payments for their eligible production, and then once the start month is selected, then the payments are made consecutively on a monthly basis.



And the payments then for the Dairy Market Loss Program will begin in October of this year, and will be retroactive to December 1, 2001.



Very quickly on apples, the sign-up will begin in the county offices later this month.  Payments will be available under that program in September, and this will be particularly beneficial to the State of Washington and the State of New York, the producers there.



Peanuts, the Farm Bill made very major changes in the peanut program, the most comprehensive since the 1930s, and that proved to be very complex.  There are lots and lots of issues that are involved in moving to a new program structure, and we've been hard at work on developing those regulations, and we think we're pretty much on track on our time schedule for that.  We know that the peanut harvest has started in parts of Texas, and so we're working as fast as possible to get all of that information to the county offices.



For the quota buy-out portion of the program, sign-up will begin in early September and payments will follow later in the month and for--the peanut program is now included in the direct and countercyclical payments, and as we've noted, that sign-up will begin in October with payments to follow soon thereafter.



Oh, and sugar, another very complex program, and I'm pleased to say that we're probably a little ahead of schedule with that one, that the regulation has been completed, is out of the Department, is now at the Office of Management and Budget, and we expect approval of that regulation fairly soon.  The new law there establishes marketing allotments for both beet and cane sugar production.  It eliminates the loan forfeiture penalty, and it provides for storage facility loans.



And the law also directs us to operate that program in a way that will minimize the forfeiture of loan collateral and reduce unexpected impacts on trade.  So we are going to follow that directive very carefully.



We've already announced the tariff rate quota under the WTO.  We've already announced that the marketing allotment will be in effect for the next year, and we got a crop report today which will give us a lot of new information, and we're going to digest that and be making some further announcements very soon.



So overall, I think that we are about where we expected to be.  We're very pleased with the overall progress in implementation thus far.  We've still got a long way to go.  We appreciate the patience and the perseverance of all the farmers.  We appreciate all of the input that we've had from all the groups in helping us get the regulations as good as we possibly can.



SECRETARY VENEMAN: 

“Thank you, Dr. Penn.



“And we now have the opportunity for a moment to talk about some of the drought issues that are impacting our farmers and ranchers in many of our states.  As you know, this year several states have been very hard hit by drought conditions, and we at USDA have been working hard to assist producers to have access to various programs during these difficult times.



“We have been utilizing every available program option that we have to make assistance to our farmers and ranchers available.  This is including expediting approval processes for declaring emergency disaster areas, so that farmers and ranchers can receive low-interest emergency loans.  We have committed extensive resources from the Emergency Conservation Reserve Program to assist--or Emergency Conservation Program to assist landowners in hauling water to livestock and developing water sources.  We've expanded eligibility under the CRP program to allow for additional hay and grazing, and we have worked to ensure that Federal crop insurance and the non-insured crop disaster assistance programs are providing relief for farmers and ranchers.



“We estimate that about 80 percent of planted acreage is covered by crop insurance.  This is a substantial increase even over 5 to 10 years ago, so we're very pleased that so many of our producers are taking advantage of the new Crop Insurance Act that was passed by the Congress in 2000 and implemented by USDA.



“The President and I continue to be very concerned about the drought situation, and he's asked me to continue to examine all additional ways that we might assist producers during these difficult times.



“And so today we are announcing what I believe is a very innovative opportunity, and that is that we are providing $150 million in supplemental feed that is being made available to farmers and ranchers that are operating cow/calf operations in states most impacted by the drought conditions.  Under this new program, producers in Colorado, Nebraska, South Dakota and Wyoming will be eligible to participate.  At least 75 percent of the pasture and range crop in these states is currently rated as poor or very poor.



“Our team at USDA will work in cooperation with feed mills to help distribute the supplemental feed.  And we will be making available existing stocks of non-fat dry milk to be used in the production of that feed.  Currently, USDA has 1.4 billion pounds of non-fat dry milk in storage.  One-third of that is two years or more old.  At 3 years the milk becomes out of condition for human consumption.  So this program will use both USDA CCC authority and the Agricultural Marketing Services Section 32 authority, and it will run through December 31st, 2002 or until the funding is exhausted.



“Specific sign-up information should be available within the next week or so, and I would encourage producers in these states to contact their local Farm Service Agencies for more information.



“Coupled with the many other programs we have expedited in the recent months, these additional resources will continue to provide much needed relief to farmers in the most devastated areas.



:The President has also asked that we examine additional risk management tools for forage and pasture crops, including crop insurance that might be available in an expedited manner to assist livestock producers suffering from the drought.  And we are looking seriously at programs to determine additional steps that we can take to help livestock producers during these difficult times.



:I want to reiterate that the President and this Administration support emergency assistance for drought--for producers who have been hit hardest.  While we continue to provide immediate relief through the various programs, including that that we announced today, and through crop insurance, any additional emergency assistance that is passed by the Congress must meet certain criteria, including being funded through budget offsets, and targeted to producers who are most in need, particularly those that don't have access to additional risk management tools.



“As you know, the Congress is going to consider specific legislation when they return from the recess, and we look forward to working with them, but it is important that emergency relief meet certain criteria including providing relief to those producers who are most in need, and that the funding be offset--that the budget offsets be provided for any funding.



“With such emergency assistance, we should not increase the budget deficit.  We should not utilize Social Security funds, and we should not increase taxes.



“Now, oftentimes, when we have these broadcasts, we include members of Congress, and we are very pleased to have one of those members with us today, Congressman John Thune.  We have had active conversations with a number of members of Congress, and particularly John Thune on behalf of the producers of South Dakota, have been involved in discussing various options with us for the producers in South Dakota.



“So we appreciate, Congressman Thune, you joining us today, and thank you for being here, and we appreciate the opportunity to hear your comments”.



MR. THUNE:

“Thank you, Madam Secretary.  I appreciate the opportunity to be on the phone with you.  I'm actually calling from Eagle Butte, South Dakota, which is on the Cheyenne Indian Reservation--Cheyenne River Indian Reservation--in the western part of my state, and it's the part of the state that probably has been hit hardest by the drought, and I will just simply tell you that we, as I have traveled across our State of South Dakota, there are areas that have been particularly hard hit.



What we have been trying to do, and appreciate the responsiveness of your office in many of the requests that we've made, and opening up haying and grazing on CRP acres has been helpful.  I think the two most immediate needs that I have coming in talking with producers out here that I come into contact with are the need for feed, obviously, and the need for water and those are both issues that USDA has attempted to address through various programs that you already have at your disposal, and we appreciate your help with those.



This announcement today will be helpful because, again, it addresses in a fundamental way the most serious need that we have, and that is the need for feed out here.  There's been a lot of damage already.  We've had a lot of producers who have liquidated herds, and this has a tremendous economic impact on my state.  Drought is something that when it hits, and there's no feed out here, and they have to sell their herds, it's felt up and down every Main Street in South Dakota, the ripple effect of that.  And so any steps that we can take that will be helpful in addressing that, what is a very, very serious situation here in South Dakota are most appreciated.  This is certainly another step in the right direction.



I would also add, with respect to your comments about additional assistance, I intend, when Congress returns in September, to continue to pursue additional emergency aid, and I introduced legislation before Congress adjourned that would make available direct payments to producers, your criteria, the criteria that the administration has laid out, and that many members of Congress are concerned about is that we not deficit spend.



My legislation, as you know, directs USDA to assess the need that is out there, calculate the savings attributable to this year's farm bill payments that will not be made, unspent funds, and to apply those to the emergency disaster program.  I believe that is a responsible approach, one that takes advance of existing resources within the agricultural budget for this year, and delivers much needed assistance to people who have been hit hard by drought in South Dakota and other places around the country.



I hope that we will have some success in moving that through the Congress.  I hope that, at the appropriate time, the administration would be able to support that kind of an approach.  I just believe that there is a lot more that we've got to do.



We, again, are appreciative of the steps that have been taken.  Those have been helpful, but we've got people out here who are in a world of hurt, and I want to do everything I can to move something through Congress that will provide the direct assistance that they need to help weather this drought and continue to stay in business.  Frankly, if we don't have assistance out here, a lot of these small towns and our entire rural economy in South Dakota are going to be in great danger.



So we're going to continue to work with you and with the administration, as well as with my colleagues in Congress, to get that done.  I appreciate, again, this step today, and I hope that it will continue to provide help out there to people who have been hit hard this year.



So thanks again for the opportunity to be on the call today and for the steps that your Department is taking, the administration is taking, and I look forward to working with you on additional steps that we can take that will really provide the relief that we need.



Thank you.



SECRETARY VENEMAN: 

Well, thank you, Congressman Thune, for joining us today and being a part of our broadcast.  I know that producers in your state and a number of other states have really been suffering from this drought, and that's why we've tried to take every step available to us to provide some relief, including this innovative program that we have announced today.



“I know, Congressman, that the President is looking forward to visiting your state later this week, and I'm sure that you will be talking with him personally about some of these issues, but thanks again for joining us.



“Before we turn to questions from reporters today, and I know this has been a long introduction to questions and answers, but we did have a very, very significant crop report this morning, and I want to turn this over, just for a few minutes, to our chief economist, Keith Collins, to give you the highlights of that crop report.”



Dr. Collins?



MR. COLLINS: 

Thank you, Madam Secretary.



This morning at 8:30 a.m., USDA released its August crop production and supply and demand estimates reports.  These are pretty important reports for farmers.  It's a great service I think that USDA provides because it helps farmers understand the tone of the marketplace and make better production decisions.



What today's reports show is that this year's hot and dry weather has taken a toll on most of the major field crops.  We're seeing the first substantial below-trend production levels since the mid-1990s, probably five or six years.  For example, our wheat production forecast shows wheat down 4 percent from last month, corn down 9 percent from last month, soybeans down 8 percent from last month.



On the other hand, in the mid-South, where we've seen some timely rains and in Texas, we're seeing cotton production about 5-percent higher than what we were forecasting in July.  Well, in addition to our production cutbacks, what we're seeing is production drops in a number of key countries around the world.



For example, we reduced grain production estimates in Canada.  They're affected by the same drought we are, in Australia today and India as well.  So what this means, lower production in the U.S. and some tighter production numbers around the world, that's going to mean higher market prices in the United States.



Today, for example, we raised our 2002 crop corn price forecast by 50 cents a bushel up to $2.50 a bushel for the 2002-2003 crop year.  We raised soybeans by a dollar to $5.60 a bushel, and we're looking at carryover stocks next year for most of our major field crops being substantially lower.



Well, the upshot of all of this is that we've had very weak crop markets for the last few years, and now, even though these are still forecast and things could turn out different, but for right now things look like we're going to have much tighter markets for the 2002 crop year and into the 2003 crop year as well business of the reduced carry-over levels.  For livestock and poultry, that would be mainly cattle feed lots, hogs, and broilers, feed costs are going to be higher, and that may restrain production growth some in future years.



Crop farmers will see higher cash receipts, and what it will mean is that a much higher proportion of their farm income should come from the marketplace rather than from government payments in the coming year.



MR. QUINN

Thank you very much, Madam Secretary and gentlemen.  Now it's time for questions from our reporters, and our first question will be coming from Keith Merckx of Texas State Network in Arlington, Texas, and Jim Dugan should be standing by.



Keith, would you go ahead with your question, please.



QUESTION:  

Yes, Larry, thank you very much.  Good morning, everybody.



At the beginning of next year, as per their commitment under NAFTA, Mexico is to eliminate tariffs on a majority of ag products entering Mexico from the U.S.  Now we're hearing that Mexico, probably in reaction to what they see as threatening subsidies under the new farm bill, is going to take steps to "protect" their ag sector.  Now that includes 40 percent anti-dumping duty on U.S. [inaudible].  That's supposed to take effect today.



Is there any concern that this is just the tip of the iceberg and that the future may hold the same for wheat, beef, and other commodities?  And, if so, what can be done?



SECRETARY VENEMAN:

“Well, we are very concerned about some of the news reports out of Mexico indicating that they may take such actions.



“I think it's very important to point out that this date of January 1, 2003, is when all of the tariffs for many of the products will come off, with the exception of about three commodities, including sugar and corn.  All of the tariffs will come off for product going into Mexico.  They are concerned about the impact on their ag sector.



“But in my view, to link it to our farm legislation is incorrect because some of the commodities that they are most concerned about are things like pork and poultry, which are not program commodities under the farm bill.  So I think that that is not a good linkage that they seem to be making, at least in the news reports that I have read.



“So we've had continued very good dialogue with our Mexican counterparts, both Ambassador Zoellick and myself.  We have a work group that's chaired by Under Secretary Penn that's looking at the transition for market access under the NAFTA particularly.  We reached that January 1st, 2003, date, and we are hopeful that we can make this transition in a way that will provide the kind of trade that NAFTA anticipated.



MR. QUINN:

Thank you.



Jim Dugan from AgDay Television will be our next questioner followed by Jim Webster.



Jim Dugan from South Bend, Indiana, go ahead, please.



QUESTION: 

Thanks very much, Larry, and thanks to all of those on the panel today for taking time out to give us a chance to ask some questions.



I'd like to ask a question as it relates to what Secretary Veneman was talking about in terms of emergency assistance.  Certainly, the administration has made it clear, and, Secretary, you reiterated today that any additional money must remain within the budget, I'll say, but also it seems there's a reality that as these conditions and as the crop report indicates, conditions continue to be at least very, very bad for some producers out there, there may be an inordinate amount of political pressure from Congress to do something above and beyond that.



Obviously, this is an important election year, and that will play a factor into it, perhaps not from the USDA standpoint, but certainly for those members of Congress.



How do you see that playing out, Secretary, with likely Congress coming back and putting a lot of pressure on the administration to come up with perhaps even more money?



SECRETARY VENEMAN:

“Well, as I indicated today, we stand ready to work with Congress when they come back in fashioning the kind of assistance package that will help those that are most in need, but I also reiterated that in fashioning such a package, it would be wrong to increase the budget deficit or to utilize Social Security funds or to increase taxes.  I don't think anybody wants that to happen, and so what we want to do is work with the Congress to make sure that we have appropriate offsets, to make sure that the assistance is going to those most in need”.



MR. QUINN:

Thank you.  Jim, Jim Webster from Webster's Agricultural Letter will be next with a question, followed by Laurie Struve.  Jim, would you go ahead, please?



QUESTION: 

Secretary Veneman, last Monday in Connecticut somebody gave you a press release that said when the dairy program sign-up starts, producers can pick the month they want the payments to stop.  J.B. repeated that this morning.



Yet on Friday FSA put out a notice, LD524, that contradicts that, says, no, that doesn't happen in the transition period, that's only beginning in fiscal 2003.  700 cow herd stands to lose about $20,000 in the transition period if he can't pick the month he starts.



Could you tell us which is the correct interpretation, and related to that, maybe for J.B., how much non-fat dry milk do you expect to move in this feed assistance program?



SECRETARY VENEMAN: 

“Okay.  Let me just start out quickly and say that the decision on the dairy program and choosing the month is for the program moving forward in '03.  The Congress made a specific, unique provision with regard to the dairy program in that it made it retroactive.  No program that we administer gives producers to look back retroactively and choose a month.  So we thought the way to fairly implement this provision, as it provides for the retroactive application is to apply it to the same month, which would be December, which is the specific date that Congress indicated within the legislation itself.  So we think that this is the fairest way to implement the program, and while there is some concern, we're looking at the retroactive aspect of this program as something slightly different than that which is going forward.



I will let Dr. Penn talk briefly about the utilization of our non-fat dry stocks in this new program.



DR. PENN:

Well, Jim, as you know, try as we might, I don't think we've ever seen a year in which we've exceeded 100,000 tons for all purposes, international, domestic, food donations.  We've looked at this pretty carefully and it depends on specific feed formulations and all of that, but I don't think we're going to use anywhere near 100,000 tons as we've done in the past.



MR. QUINN:

Thank you, Jim.  Laurie Struve from Brownfield Network, Jefferson City, Missouri is next with her question, followed by Max Armstrong.  Laurie, go ahead, please.



QUESTION: 

Thank you, and thank you for your time today.



My question, the latest on the Russian poultry situation?



SECRETARY VENEMAN:

“I'll let Dr. Penn answer that question.”



DR. PENN: 

Well, the Russian poultry situation has been one of those long-running dramas, and on several occasions we thought that we had been very close to having that resolved, but unfortunately, that's not the case.



Last week we had a couple of lengthy sessions with our Russian counterparts, and we have tried to narrow the differences, and in fact, contrary to some press reports, we have agreed on the language in a veterinary certificate.



The issues that we have now are those that relate to how do you implement the various provisions of that certificate.  And what we're trying to do is to make sure that we have full understanding before we start that new program, so that we don't have trade disruptions as we move forward, as have happened with the Russians several times in the past.



It's very difficult to say.  We are hoping to have one additional communication with our Russian counterparts early this week, and after that it's just very difficult to say how this may unfold.



MR. QUINN: 

Max Armstrong, WGN Tribune Radio Networks and U.S. Farm Report in Chicago is next, followed by Jim Weisemeyer.  Max, go ahead, please.



QUESTION:  

Yes, good morning all.  Appreciate your availability.  And I'd like to come back to the crop report for just a moment, especially in light of that extraordinary open that we saw this morning on soybeans, a sense that it's been tempered a little bit.



But Under Secretary Penn, having looked over scores of these in your career, these reports, and also I'd like to bring into the discussion Keith Collins here, looking over these numbers because of the high regard in which he is held in the economic community out there, what's the tendency now of the USDA to go a little too far, too fast, as some traders perhaps were saying this morning, or conversely, that enough reduction has been made here, that given the weather since the beginning of August and weather forecasts that are out there yet, what do you see as the likelihood these numbers could come on down then?



MR. COLLINS:  I'm Keith, I'll start with that.



Max, I can't second guess a number we just put out this morning, which is basically what you're asking, how do I see this number changing as we look out for the rest of the season, and I really don't know.  It's going to depend on what happens with the weather.



As you know, this set of numbers we put together today is done from a survey, in-the-field survey, the first week of August, and it's conditions as of August 1.  So it's not even conditions as of August 12. So thing could change as we move forward.



Now, we know that corn pollination has already occurred.  It went through a very difficult pollination period.  So, you know, I don't really expect corn production to snap back.  Soybeans, on the other hand, is a crop that develops later, often during the month of August.  If we have good weather during August, timely rains and friendly weather for the rest of the year, we could have a higher soybean number, but those are just guesses at this point.  The best number on the table today is what came out this morning.  That's our survey estimate.  It's never going to be right.  We're going to end up with a final production number that's going to be higher or it's going to be lower, but at this point I can't tell you whether it's going to be higher or whether it's going to be lower.



MR. QUINN: 

Jim Weisemeyer, the Sparks Policy Report and Washington editor for Pro Farmer and Agweb.com will be next, followed by Gary Wergin..  Jim, go ahead, please.



QUESTION: 

Okay. This one might be for Hunt Shipman there, but anyone else, regarding Farm Bill implementation on crop insurance.  Hunt, I know you've said before that you will look at crop insurance information relative to both acreage and program yield information.  Is that still correct, because I'm hearing very different opinions from some county and state FSA officials.  That's my part one.



My part two for the Secretary is am I seeing a nuance here with Congressman Thune saying that he wants to utilize a portion of the tremendous savings that we're going to see, and countercyclical payments here, as perhaps an offset for some of these emergency payments to come down the pike of Congress, because they wouldn't increase the budget deficit, they wouldn't tap into Social Security funds, and they would not increase taxes, so would that fit your definition?



MR. SHIPMAN:

Jim, I'll answer your first question about the crop insurance information.  It is a information source which FSA will allow to be submitted for the updating of bases and yields, but just like in the crop insurance program, those producers that are audited or spot checked, may be asked to provide the supporting documentation to go along with that, just like they do in the crop insurance program, so they can utilize it, but they need to have the backup sources to go along with it.



SECRETARY VENEMAN:

“As to your second question, Jim, let me just say that I think we've made clear that we want to make sure that we do have offsets that are counted as offsets for any assistance package that Congress might pass.  As I understand the scoring mechanisms, you could not necessarily count savings against such an offset without some direct action by Congress.  So it is one of those very complicated and difficult scoring issues, but I think it would need action by Congress in a way that could not just simply count the offset as you are suggesting.



MR. QUINN: 

Gary Wergin, WHO, Des Moines is next with his question, followed by Jeff Nalley.  Gary, go ahead please.



QUESTION:

“Well, good morning from the Iowa State Fair, where we've got a pretty good rainfall this morning, and Madam Secretary, the pork chops on a stick are still being prepared in your honor.



A question for Mr. Collins.  Give us some perspective here.  When have we seen world-ending stocks on corn projected at these levels, and when's the last time the USDA moved its average price 50 cents on corn and a dollar on beans?  I can't remember that one ever happening before.



MR. COLLINS:

Well, it's a good question.  I haven't gone back and looked at the actual numbers, but your sense is right.  Certainly we haven't seen anything like this since we were in the '94-95 year when we saw the Australian wheat crop get cut in half, and that was the prelude to the huge run-up in prices that we saw, which led to $5 wheat prices and $4 corn prices, and I think we even had dollars cotton prices there for a while.  And I'm not saying that's going to happen again now, but your sense is right, we're looking at stock levels that are moving us back down toward where we were in the mid 1990s.



Of course people today don't get so alarmed with low stock levels as they got in the '80s or the early '90s because we seem to have many more countries around the world producing and exporting, countries like Kazakhstan and Uzbekistan and Russia even, and India and Pakistan, all these countries now are exporters of grains, and of course we have the huge crops coming out of South America for soybeans.  For example, we raised our forecast of the Brazilian soybean crop this morning, so that we're now talking about 78 million tons of soybeans coming out of Argentina and Brazil this year, that those countries are now surpassing us in terms of production, something that hasn't happened before.



So we've got a lot of production around the world.  It comes at different times, both in the northern hemisphere and southern hemisphere, so it comes on the market at different times, and that's been a factor in why a little bit lower stock levels don't trigger the price increases we've seen in the past.  Nevertheless, the stage is set for some pretty high prices.



I think the tenor of the marketplace has changed with today's report.  And again, this is a forecast.  The season's not over.  We're not into the harvest period yet, but if this were to continue, it's going to mean a different kind of marketplace for farmers in the 2002 and I think even in the 2003 crop as well.`



SECRETARY VENEMAN

“If I might just follow up on the Iowa State Fair, thank you for saving the pork chops on a stick, as I continue to talk about that as one of my best experiences of last summer, and we are looking forward to coming back this week with the President, and I hope to be able to introduce the President to that delicacy of the Iowa State Fair.



MR. QUINN:

Jeff Nalley from WBKR, Owensboro, Kentucky will be next, followed by Colleen Callahan. Jeff, go ahead, please.



QUESTION

Thanks.  And Madam Secretary, thank you so much for your time to speak with us this morning.



I'll come back to the issue.  At the Department of Agriculture you have so much to do in such little time.  One announcement last week on the dairy sign-up, some of the county offices were calling and asking is there other information you can provide for us?  We don't have forms even to be able to sign up producers when Tuesday does arrive.  What other information has been provided to county offices from that announcement last week until today?



And, Madam Secretary, do you honestly have enough manpower to implement all of the things that are on your plate right now?



SECRETARY VENEMAN:

“Well, we are doing everything we can with existing staff, and adding to the staff to implement this Farm Bill.  It is not an easy task, but I think under the circumstances our people are doing extraordinarily well and we are doing everything we can in Washington to get the programs into shape so that we can get them to the county offices.  We are trying to communicate through forums like this to make sure that farmers have as much information as they can.  We've got the website up and running that has a lot of questions and answers.



“As to the dairy program specifically, the announcement made last week was that sign-up would begin tomorrow on Tuesday, so we will have the information to the county offices so that they can begin that sign-up.  We know that this has been one of the more difficult programs to implement because it is a new program, it is one which has--we have to begin from scratch, so to speak, to get this program implemented, but again, under the circumstances, in this very short amount of time, I think our people have done tremendous work, and so we would encourage people that beginning tomorrow they may visit their county offices, and at that time they can begin to explain how the sign-up will work.”



MR. QUINN: 

And our final question today comes from the President of National Association of Farm Broadcasters, Colleen Callahan, from WMBD, Peoria, Illinois.  Colleen?



QUESTION:

Thank you very much, and thank all of you individually for giving your time today to join us so that we can share your remarks with our listeners and readers throughout the United States.



And, Madam Secretary, we are disappointed here at the Illinois State Fair, where I'm originating today, because we also have the pork chop on a stick and had some reserved in your name too, so hopefully you'll be able to make it here next year.  But that's just a comment, certainly not a question.



The question really goes to Keith Collins, because Keith last week, just prior to this crop report, I did an interview with one of the analysts from Advanced Trading, and it was his opinion that we needed to watch the economies in South America almost as closely as we need to watch their crop production.  And so now that we have this report that came out today, you've talked about the South American production, what is your evaluation of the economy in South America as it may relate to our markets here in the United States potentially?



MR. COLLINS: 

Because we have seen, as we look back over the last few years, that when we've had disruptions in the world economy, it's had a big impact on U.S. agriculture.  You only have to go back to 1997 and '98 when we had the currency crisis in Asia, which was followed by problems in South America as well, a recession there, and you saw the value of the dollar soared, our demands sell off.  That fed into the problems that we've suffered in crop markets over the last couple of years.



As things stand right now, South America, in particular countries like Argentina and Brazil, have been having problems.  Everyone knows about the problems in Argentina.  Their economic problems are very substantial.  Their GDP is down quite a bit.  Brazil, on the other hand, has been facing problems, but there has also been a very substantial assistance package that's just been delivered for Brazil, and generally the thought is that that should help Brazil be able to hold down the fort, so I don't think we're expecting any kind of a collapse.



One of the important things we saw with the collapse of the Argentine economy, is that there wasn't very substantial contagion to the other South American countries.  There's been some, but it certainly didn't turn out as large as it could have been, and that's been very important I think as well.



South America is a market for us.  It's one of our important markets now.  It's going to be a more important market in the future, just like Western Europe is an important market in Asia.  Those three areas are our important growth markets in American agriculture, and so we want to see a strong economy in South America.  We're not seeing a strong economy in 2002.  The global economy is only expected to grow about 1.9 percent in 2002.  It grew about 1.6 percent in 2001.  We really would like to see it grow 3 percent a year, and we think it can grow 3 percent, but not till 2003.



So we're more optimistic as we go ahead, but we're struggling now and probably going to continue to struggle in 2002.



MR. QUINN:

Thank you reporters for your questions and your participation today.



Any closing thoughts, Secretary Veneman?



SECRETARY VENEMAN

Well, first I'd like to follow up on Colleen's comments about the Illinois State Fair.  I know that's going on now as well, and we had hoped to visit there tomorrow, but as you know, the President asked me to participate in the Economic Forum and to talk about agriculture and particularly the importance of trade in agriculture.  So unfortunately, we were not able to participate in the Ag Day at the Illinois State Fair, but I hope you will pass along our regrets that we couldn't participate this year, and hopefully next year we will be able to do that.



	“I think we've had a very full discussion today, everything from the President's economic forum, which will be held tomorrow, to the Farm Bill implementation, to the drought issues, to the very significant crop report that we've had today.



	“I know that it's been a difficult time for many farmers and ranchers who have dealt with the drought situation, and I want to assure you that we at USDA are looking at every program available to provide assistance, and we will continue to work with all of you, with your representatives in Congress to make sure that we're doing everything that we can.



	“So I want to thank all of you out there for joining us today.  I want to thank all of our folks that are here with us in the studio today, and I want to thank Congressman Thune for joining us by telephone today to participate in this conference.  Thank you all very much”.



MR. QUINN:

	Thank you, Secretary of Agriculture, Ann M. Veneman. J.B. Penn, Under Secretary of Agriculture; Hunt Shipman, Deputy Under Secretary of Agriculture; Keith Collins, USDA Chief Economist; and Congressman John Thune.

I'm Larry Quinn reporting from the U.S. Department of Agriculture in Washington.
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