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“It is a pleasure to address the ninth annual Sparks Companies food and agriculture policy conference.  At USDA we read the Sparks Policy Report everyday, and soon that won’t be our only connection.  The President has named your very own J. B. Penn to be Under Secretary for Farm and Foreign Agricultural Services.  He will be a great addition to our team, and we look forward to his coming aboard.

“I was asked to discuss the future directions of farm policy, and I will.  But focusing on the long-term picture has been a little difficult lately.  Since I arrived at USDA in late January, we have been confronted with one difficult situation after another.  One veteran employee told me that in his 27 years at USDA, he had never seen so many crises in such a short time.

“Foot and Mouth Disease has gathered the most headlines since its outbreak, first in the United Kingdom, and later on the European continent.  I don’t have to tell any of you what would happen if Foot and Mouth were to return to the U.S. after a 72 year absence.  But I will tell you that we are working hard to keep it out.  Among other measures, we’ve stepped up our border controls, reviewing and strengthening the already tight protections that USDA has had in place for more than a decade, and we’ve sent dozens of veterinarians to Europe to help contain the disease, and also to learn as much as we can about it.

“As if Foot and Mouth weren’t enough—and it is, believe me—we’ve also had to contend with BSE, Starlink, food safety, and trade issues.  That’s not to mention sharply rising energy prices, which have affected farmers no less than the rest of the country.  Some farmers have seen their net returns squeezed, while others are rethinking their planting decisions for 2001 in light of energy costs.  In addition, the blackouts projected in California this summer will not only increase costs, but also interrupt irrigation, cold storage and processing.

“To formulate a much-needed national policy, the President has formed the Energy Policy Development Group, chaired by Vice President Cheney.  I am a member of that group, and we expect to present our recommendations some time in May.
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“So much for the crises—and I’ve left out more than a few.

“This is a critical time for farm policy and programs.  The problems of the farm economy are structural and ongoing.  Policymakers and industry leaders alike are struggling to find a new approach to farm policy that addresses short-term problems and long-term issues.

“For any new policy to be successful, it must be developed with an understanding that the farm economy has fundamentally changed.  For instance, when commodity programs were first enacted in the 1930s, export markets were shrinking, and farmers increasingly looked to the domestic market. Back then, there were nearly 7 million farms, and farm incomes were extraordinarily low compared to non-farm incomes.

“Seventy years later, it no longer makes sense to speak of the “farm economy” as if it exists in some kind of vacuum.  Today we must look at the entire food chain.  The various sectors of the food economy are more interconnected than they’ve ever been, and they grow more interconnected every day.

“U.S. agriculture operates in a global, high-tech, consumer-driven environment.  Capital and information flow instantly between buyer and seller.  And changing consumer demands are challenging existing marketing institutions and traditional ways of doing business.

“Today, multinational companies are processing and sourcing products from all over the world, which they in turn sell throughout the world, in a marketplace that is driven by consumers who demand quality, safety, health, and convenience, and who grow ever-more affluent.  To compete, companies and retailers require specific and consistent product characteristics, assured supplies, and timely deliveries.  Most of all, they need to create and maintain flexible relationships, strategic partnerships, and other alliances across the old boundaries that used to separate producers from processors from retailers, and so forth.

“Technology is also constantly transforming world markets.  Improvements in transportation, storage and food technology mean more fresh food can be moved further and faster at lower costs.  Information technology is vastly improving efficiency in all links of the food chain.  Biotechnology is generating new products that make farmers more productive and consumers healthier.

“So it’s clear that many links of the food chain have changed, and continue to change. But policy has yet to catch up.

“President Bush has made clear what he thinks are the core elements of a sound agricultural policy.  Our mission at USDA is to fulfill the President’s key objectives, which include:


Pursuing an aggressive trade policy, that includes new trade negotiating authority, a new trade round in the WTO, a Free Trade Area of the Americas (FTAA), resolving trade conflicts, and aggressively monitoring policies that distort trade;


Reducing the tax and regulatory burden on farmers and ranchers while continuing to protect America’s natural resources,


Conducting research addressing food safety, the environment, biotechnology, energy, and new uses for agricultural products;

Providing a safety net for farmers and ranchers that is consistent with the free market, and --
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that gives them the opportunity to prosper in an evolving and dynamic global marketplace.

“I’m going to touch on taxes, regulation and research briefly, and then talk in more detail about trade, the safety net, and conservation.

“The President is committed to reducing taxes for every American tax payer, in every tax bracket.  He is also committed to eliminating the death tax, which as you know unfairly burdens the family farmers and small business owners who make up such a large part of the food chain.

“He is committed to ensuring that all regulation be based on sound science and common sense, and that all sectors of the food chain are heard in the policy making process—from producers to processors to retailers to consumers.

“And he is committed to forwarding our progress in employing research that increases food safety, improves the efficiency of the food chain, and devises new uses for agricultural products.

“That said, expanding trade is the President’s top priority for U. S. Agriculture.  With 96 percent of the world’s population living outside the United States, the world market is essential to the future of the American food chain.  Already, U.S. agriculture is highly dependent on export markets, yet trade barriers around the world are inhibiting our ability to sell our products overseas.

“Nearly one-half of our annual production of wheat and rice, one-third of our soybeans, one-fifth of our corn and two-fifths of our cotton are sold overseas.  In addition, we are exporting growing quantities of grains and oilseeds through meat exports, and an increasing volume of other high-value products.

“Agricultural trade barriers and production-distorting subsidies continue to inflict heavy costs on consumers, producers, and exporters around the world.  Recent analysis by USDA’s Economic Research Service shows the average global tariff on agricultural products is over 60 percent, compared to about 12 percent for products coming into the United States.  Clearly, the U.S. has much to gain from further reform.

“A necessary first step is working with Congress to secure Trade Promotion Authority.  Agriculture has been a strong supporter of that authority in the past, and I hope we can continue to count on widespread support from the agriculture community.

“The benefits of free trade are clear, as are the benefits of trade agreements, both bilateral and multilateral.  For instance, most of our meat exports go to countries where we already have trade agreements or preferential arrangements—Canada, Mexico, Japan and South Korea.  And while it’s true that the value of U.S. agricultural exports are down sharply from five years ago, the gains from NAFTA and the WTO should not be overlooked.

“As trade barriers continue to fall, exports to our NAFTA partners are growing faster than those to other regions of the world.  That’s why we will continue to work toward regional trade agreements, such as the FTAA.
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“Furthermore, despite ongoing differences with the European Union and some other countries, the Uruguay Round put in place a solid foundation for trade reform, and the WTO provides the best forum for resolving disputes, as well as for reducing the high costs of global protectionism.  We will continue to vigorously use the WTO dispute settlement process to attack trade policies that we believe violate the terms of the Uruguay Round agreement.  And we are also committed to working with USTR to pursue the resolution of trade issues through diplomatic and other avenues.

“Expanding trade opportunities present clear implications for domestic farm policy.  Domestic policies that artificially boost prices also reduce domestic consumption, reduce our competitiveness in world markets, and make our own domestic markets more attractive to foreign producers.  A sound agricultural policy for a country that is extremely efficient and very competitive in world markets is one that expands export opportunities, rather than reducing our ability to compete.

“That’s not to say we shouldn’t help farmers and ranchers when prices and income plummet unexpectedly.  But when we do, we should help in ways that aren’t counterproductive.

“Any successful new policy will have to walk a very fine line between providing an adequate safety net without encouraging dependence on government.  Government payments should not obscure the adjustment in production and markets that inevitably must occur, if prices and incomes are to rebound.

“Boosting incomes beyond what is sustainable through the marketplace also prevents land values from adjusting, raising farmers’ production costs and reducing their ability to compete with overseas producers.

“As to the more near-term challenges: The $25 billion provided in ad hoc assistance over the past three years has helped to stabilize farm income and keep land values from falling, despite the sharp downturn in market returns for many crops.  The value of U.S. agricultural exports is increasing, but the high value of the dollar and increasing global supplies still mean that U.S. agricultural exports will be well below the record $60 billion of 1996.  As a result, many expect Congress will authorize a fourth consecutive ad hoc assistance package later this year.

“But, annual ad hoc assistance has problems.  It does not provide farmers and ranchers, or their lenders, assurance about the role of the Federal government in the future.  It can also turn into a political bidding war, which attempts to relieve the patient’s symptoms without addressing the disease.  Furthermore, given the wide variety of issues facing farmers and ranchers, and the now unknown challenges that are sure to emerge, agricultural policy must be broader than simply writing checks when farm prices and incomes are weak.

“Contemporary agricultural policy extends well beyond simply price and income support programs.  It includes trade, conservation, agricultural research, animal and plant health, food safety and human health and other programs.  All of these programs must work to a achieve an efficient and productive U.S. food chain that provides safe, high-quality products.

“That means, above all, that programs which have often worked against one another, rather than working toward a common goal, must be reassessed 
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It doesn’t make any sense to have trade policies designed to promote farm exports operating at the same time as domestic support programs try to boost farm prices by curtailing supply.

“One way to reduce the prospect that the Federal government will intervene too heavily in down years is to introduce new programs that will better enable farmers and ranchers to protect themselves.  That’s why the Administration supports the creation of Farm and Ranch Risk Management Accounts, known as FARRM accounts.  These accounts can provide a mechanism for producers to protect themselves from low prices and incomes, reducing the reliance on the Federal government and the distortions that may arise.

“Obviously, there is much concern about the amount of aid farmers and ranchers will receive this year, and in the future.  The size and form of this aid raises some fundamental questions.  For instance, what’s interesting about the near-term aid is that we have only just begun to plant the 2001 crops and we don’t know how the weather will affect production during the coming months.  How can we determine the needs of producers without first getting a handle on the weather and the supply, as well as demand and price prospects for the 2001 crops?

“Before we provide for a large increase for farm program spending above current baseline projections, we need to at least ask the question: What is a sustainable level for spending on farm programs—is it $20 billion per year?  $15 billion?

“Should the next farm bill continue with a one-size-fits-all policy?  Currently, about 18 percent of farms report gross sales over $100,000.  That 18 percent represents 344,000 farms which produce over 87 percent of total U.S. agricultural production.  The needs of these farms may be very different than the needs of the 82 percent of farms which earn less than $100,000 and produce less than 13 percent of total production.

“Part of the spending increase being proposed is for commodities that traditionally have not been eligible for government payments.  Is this a prudent step to take?  Producers need to think long and hard about that.  To the extent that new government programs reduce risk and insulate producers, more producers will likely begin producing those commodities, thus reducing prices and offsetting the benefits of the new programs.  Another factor to consider is that our total production-distorting payments are not only capped under our WTO obligations--but the United States is taking the lead in calling for further reductions.  Thus, expanding payments to more commodities could mean difficulty in meeting WTO obligations in the future.  Do we really want to go down this road?

“Another component of farm policy is conservation.  From farmers to environmental groups to elected officials, the demand for new types of conservation programs is strong.  Unfortunately, there doesn’t seem to be any kind of consensus about how they should look.

“In 1985, this country spent 97 cents out of every conservation assistance dollar to enhance the management of lands producing crops and livestock.  Today, only 15 cents out of every dollar are spent for that purpose.  The remaining 85 cents are spent on idling environmentally-sensitive cropland.  A key question is: have our priorities reversed or should we be doing a better job of addressing the adverse environmental effects of production agriculture?
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“With the public demanding that we do more to protect the environment, from reducing farm runoff into our lakes and rivers to restrictions on the burning of wheat and rice straw, we must strive to strike a better balance between our investment in retiring land and our investment in managing producing land.  We must do a better job of targeting the limited funds we have for cost-share programs.  We have to do a better job of working with local and state governments, and our partners to ensure funds are spent effectively and leveraged to the maximum extent possible.  We must work with Congress and other government agencies so that when regulation becomes the last resort, those regulations are based on sound science and allow for the utmost flexibility in addressing environmental problems.  And, we must invest in agricultural research.

“An agricultural policy for the 21st century should be one that can respond to the rapidly changing structure of global markets.  It should be one that recognizes the interdependencies of the food chain.  The success of input suppliers, farmers, processors, distributors, retailers, and consumers all depend on one another.  The best path to an agricultural policy under which each of these segments of the food industry can prosper is to have each segment come to the table and work together to design the next generation of agricultural policies.

“Thank you.”
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