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DISCUSSION PAPER FOR POLICY REWRITE AND UPDATE

NOTE TO NASDA MEMBERS: The document below is current NASDA policy regarding Domestic Marketing and Promotion, Section 11. Language highlighted in yellow and underlined includes questions to consider and added language for your review.  Language with strikethrough is current policy that is proposed for deletion because it may be out of date or does not reflect current agricultural conditions. (If you do not have a document in color, the underlined sections are proposed changes and questions and it may be highlighted in gray when printed on a black and white printer.)

The purpose of the document is to help develop a plan that will take the committee through a process of updating Section 11 between now and the Annual Meeting. This would include NASDA members volunteering to work on those sections important to them.

Document was prepared by staff.

 SEQ CHAPTER \h \r 1September 25, 2007
DOMESTIC MARKETING AND PROMOTION
Questions for Introduction - Do we need to revise Intro since Farm Bill is not phasing out price supports and planting prohibition may be extended?
11.1
Introduction TC \l1 "11.1
Introduction
Domestic marketing and promotion of agricultural products will become increasingly important for agricultural producers in the coming years as global trade increases.  price supports are phased out and farmers gain flexibility in planting. In order to be successful, farmers will need the necessary tools to market and promote their products and will need to learn to use them effectively.  Regulation of marketing and promotional arrangements are only appropriate when they do not hinder commerce.

Questions for Marketing Integrity – All points are still relevant but can this section be consolidated a bit?  Too much background information on the problem so NASDA’s policy on the issue is not always clearly articulated.  


11.2
Marketing Integrity TC \l1 "11.2
Marketing Integrity
Structural Change and Concentration TC \l2 "Structural Change and Concentration — Structural changes in agriculture have led policy makers to look at the issue of concentration.  Their goal is to preserve the market integrity of a changing and integrating global food system in a way that protects farmers and ranchers from becoming mere “price takers” yet maintains the global competitive advantage of the U.S. food and agriculture complex.  Transparency and price discovery are important elements of fair markets; yet so are confidential negotiations between parties.  This is the balancing act that good farm policy must achieve, especially in the area of agribusiness concentration.  Addressing the issue of market power and whether farmers are hurt or helped by certain structural trends in agriculture will continue to be a focus of policy.

The basic federal antitrust statutes are the Sherman Act and the Clayton Act.  The primary goals of the respective acts are to prevent anti-competitive behavior in the marketplace, and to encourage and ensure competition in the marketplace.  NASDA believes the federal government has failed to enforce federal antitrust statutes such as the Sherman Act and the Clayton Act existing federal law to prevent consolidation, and as a result, the vast majority of family farms and ranches are held captive to an agricultural sector in which consolidation is occurring at a rate never experienced before. 

Current antitrust laws, including those applied to packers and stockyards, should be more stringently enforced including the use of There is an indication that more spot checking. would be beneficial to enforce the regulations.  Pursuing violations has become more costly when dealing with large conglomerates.  This complicates the issue due to the added resources of those charged and adds a vast amount of time and expense to each case compared to the past.

A General Accounting Office (GAO) report issued in 2001, details an investigation it performed on anti-trust matters focusing on agriculture.  The report outlines the responsibilities for anti-trust matters, with the major responsibility falling to the Department of Justice’s Antitrust Division (Division), which investigates and prosecutes civil and criminal violations of federal anti-trust laws.  The report found significant deficiencies in the way DOJ handed anti-trust matters relating to agriculture.  During fiscal year 1999, the Division handled over 4,900 matters, of which 4,642 (about 95 percent) were potential mergers filed under the notification provision of the Hart-Scott-Rodino Act (HSR).  GAO reports that the Division estimates 165 complaints and leads related to the agriculture industry were received in fiscal years 1997 through 1999.  However, the five legal sections or task forces, and seven field offices that could potentially have handled such complaints and leads used different systems and captured varying levels of detail in their systems.  The GAO further notes that it found that the Division where most cases are reported, “did not require its staff to document and track all complaints and leads.”  The GAO also found that in matters of public complaints to the agency, “the Division did not know how many complaints it had received, nor did it have complete data on their characteristics.”  

The fact that the Department of Justice does not have a definition of “agriculture industry” underscores the fact that consolidation in agriculture has been severely neglected, as evidenced by the few companies controlling the agricultural sector.  Furthermore, Consolidation among retail grocery stores further exacerbates the situation and for fruit and vegetable growers, this threat is becoming more evident as the market for their product dwindles to a small group of “super” stores.  

The control of the animal and plant genetics pool is also consolidating.  For example, the genetic base for 90 percent of commercially produced domestic turkeys comes from three breeding flocks.  These birds are vulnerable to an avian disease and they lack resistance.  On the plant genetics side, should this trend continue, niche producers of feed and grain may find themselves out of a market because they cannot grow organic grain, or grains that are not a genetically modified product. [Clarify NASDA’s policy position regarding genetic pool diversity. 
Larger companies, especially, are seeking greater efficiencies by consolidating and integrating resulting in Studies estimate that the five top retail chains control an estimated 35 percent of the food market today, and will control over 50 percent within the next five years.  Even within the foodservice industry, a few companies wield a great deal of ‘consumer’ power.  With fewer and fewer companies to sell their product, and the larger buying power of consolidated industries, sellers ultimately having fewer markets for their perishable goods and must increasingly being forced to yield to the demands of corporate buyers.  This consolidation of industries within the United States is having a profound impact on the definitely impacting the way Americans do business.

While NASDA understands that the economic goal of consolidation is to better serve the ultimate customer and strongly believes American and world consumers.  Indeed, NASDA believes in a free market economy, where agricultural producers and food retailers share a common goal of providing the retail consumer with affordable, safe, and high quality food, we also .  Yet, we believe that intervention is necessary to ensure that today’s rapidly changing marketplace is functioning in an appropriate and effective manner toward a mutually beneficial end.  The USDA, the Department of Justice, and the Federal Trade Commission, directed by Congress, all have an obligation to understand the changing business dynamic in food delivery today — especially concerning fruits and vegetables — and ensure that marketplace trade practices remain fair.  There is no argument that the benefits of consolidation and integration are significant, but if a market is controlled by too few players, the impact of any abuse, however small, can be devastating.

NASDA has grave concerns on the issue of consolidation and its effects on market access, and therefore supports strengthening anti-trust enforcement, including representation of agriculture at the Department of Justice.  NASDA also believes a fair price discovery system is necessary for animals and plant products with restriction of packers ownership and control of marketed livestock.  The Secretary of Agriculture should be given the authority to prevent reprisals or discrimination within the system and should be provided with necessary funding to adequately oversee and enforce the requirements of the new system.  Such a system, with equal reporting responsibility by both parties to the transaction, may ease the distrust between segments of the livestock industry and provide a more level playing field for all parties involved.  It also has potential for providing detailed, accurate market price information to producers, while protecting the confidentiality of individual market arrangements without increasing producers’ operating costs. To the greatest extent possible, all meat products should be clearly labeled as to country of origin. [should the sentence be deleted since there is already a country of origin section?]  Unfair livestock procurement practices should also be restricted by allowing the USDA to issue civil penalties as a sanction for violations.
As producer-owned meat packing cooperatives and businesses are emerging as viable marketing options for livestock producers, restrictions placed on captive supplies should be written to prevent unintended restrictions on producer-owned meat packing cooperatives and businesses which provide livestock marketing options.
NASDA supports the The accurate reporting of all imports and exports of live animals as well as all meat and meat products.  This information would allow producers to make better informed marketing decisions.  In order to be helpful, the reports need to include prices paid, volume information, and destination (for exports), and need to have improved accuracy and timeliness.
Price Discovery TC \l2 "Price Discovery — Markets for almost every commodity are facing increases in the use of marketing and production contracts — which threatens market transparency and results in a greater balance of power to buyers. With consolidation within the agricultural industry leaving only a few integrated buyers, producers are faced with fewer markets for their product.  According to the U.S. Department of Agriculture, the trend is showing that more producers are entering into some type of contractual agreement, with one in ten farm operators reporting income from contractual agreements.  This results in a shift of the balance of power to buyers.  

The use and regulation of contracts within agriculture should reflect the quantity and quality of inputs, such as labor and land, the degree of risk assumed by each party, wages, and other factors.  Unfortunately, today’s contract relationships are often under the cloud of an oligopoly or even a monopoly buyer, and the producer possesses little legal protection to obtain fair returns on his investments.  The traditional open-market transparency in agriculture where farmers find prices through futures trading, terminal markets, or auctions is at risk because oftentimes contracts are executed privately or written with a confidentiality clause.  Thus, producers are often legally restricted from sharing or comparing price information.  It is important to note that not all contracts are negative, however, especially those in markets where prices are easily accessible and that are not dominated by a small number of buyers.

NASDA believes policy is necessary at the state and federal level to protect producers in contract negotiations against issues such as fraud, retribution, and unreasonable confidentiality clauses, as well as providing for plain language review, protecting the right to litigate, and granting a limited time to review a contract.  Moreover, certified farmer cooperatives should have the protected right to negotiate contract terms on behalf of their members.  Such protection for would grant cooperative members an increased ability to leverage a fair price for good and services.  Finally, As a minimum protection for all producers entering into contracts, federal legislation is needed mandating basic contract standards addressing the abuses in the industry. should be is required in the farm bill.  However, any federal legislation should not invalidate any state law dealing with contracts

Slotting Fees TC \l2 "Slotting Fees — The food retail industry practice of “slotting fees,” as it relates to the produce industry, needs further investigation and study by the federal government.  The USDA Economic Research Service and the Arizona state college system have done some initial investigative research, but a systematic in-depth study is needed.  Slotting fees are payments made by food producers and manufacturers to purchase shelf space in retail stores. such fees are a controversial issue in the food sector.  Critics regard slotting fees as unearned store discounts that give a competitive edge to larger manufacturers who can afford them, while depriving consumers of variety, new product innovations, and possibly more competitive retail pricing.  Supporters of the fees contend that they enable stores to make room for the thousands of new products introduced annually protecting grocers from having to shoulder all the risk of stocking items that may not sell.

Slotting-fees are a controversial issue in the food sector and , however, are simply not applicable to the fruit and vegetable industry.  These fees are structured for food and grocery manufacturers that have a fixed list price for their products.  The produce industry, however, is subject to a fluctuating daily market price based on supply and demand for a perishable product.  Since produce sellers cannot store their product in a warehouse waiting for a price increase to recoup losses and discounts, they Therefore, suppliers of fresh produce do not have the capability of predicting long term prices to reliably cover slotting fees.  

The Moreover, under the Robinson-Patman Act requires sellers of any product are required to offer the same terms to all competitive customers.  If a retailer demands a special pre-purchase request from a produce grower/supplier in order to secure business, that supplier is placed in a precarious position.  another retailer — whose retail volumes, customer flow, or other economic factors might not warrant the grower/supplier paying similar slotting fees — may, in fact, take action against that grower/supplier under these antitrust laws if not offered the same ‘deal’ as other retailers.  As evidenced by the aforementioned example.The current system is both is involved and, at times, confusing, and certainly not suited to the retail practice of slotting fees.

In order to protect growers, packers and shippers, suppliers, and retailers in their goal to serve the consumer, NASDA recommends that the necessary resources be dedicated to investigate and report on the status of the retail industry as it relates to the sale of fruits and vegetables.  Specifically, NASDA requests Congress further pursue an investigation of slotting-fees and other “off-invoice” fees in light of the  an inconclusive September 2000, GAO report on the issue.  The inability of GAO to collect sufficient data from retailers to respond to the a congressional request indicates that this matter needs further federal attention.

Question – The following section is somewhat dated.  Should it be deleted or at least significantly revised?  

E-Commerce TC \l2 "E-Commerce — Internet technology and electronic retail business-to-customer or business-to-business (e-commerce) is still developing.  As the technology and business models for commerce on the internet become more sophisticated, the internet is evolving into a viable marketing and sales opportunity for agricultural products, despite some early retrenchment.  

While the long term outlook for the future of e-commerce in agriculture remains positive, there is still uncertainty about the ability of the internet to consistently boost farm profits.  Also, there is some reluctance among farmers and farm businesses to forsake tested methods of doing business, and embrace new technology that has yet to withstand the test of time.  Specific concerns are internet security (privacy and financial), sharing price information, and investment of time and resources into the technology and training of employees.  If these obstacles can be overcome, there is a tremendous opportunity for e-commerce to help small- and medium-sized agricultural businesses develop new products and markets, interact more quickly and efficiently with suppliers and customers, and improve productivity by increasing efficiency and reducing transaction costs and paperwork.  These businesses can also take advantage of the technology by interacting with customers, suppliers, and the public, and for external support functions such as personnel services and employee training.

Internet technology and e-commerce has revolutionized the way business is conducted.  

NASDA believes there needs to be structural and ‘social’ integrity for consumers and businesses to use the internet and wireless communication as a business tool.  To this end, NASDA supports legislation that will protect the privacy of consumers who use the internet and wireless communication.  The Federal Trade Commission should prescribe regulations to protect the privacy of personal information collected from and about individuals on the internet and to give individuals more control over their personal information.  

NASDA suggests that Congress make it unlawful for a commercial website operator to collect personal information online from a website user unless the operator provides certain assurances, including notification of the information’s use and opportunity to limit the use of the information for marketing purposes or disclosure to third parties.  To assist businesses, NASDA also recommends that the National Institute of Standards and Technology (NIST) focus on assisting agriculture to successfully integrate and utilize electronic commerce technologies and business practices.  Further, NIST should be authorized to identify and assess critical enterprise integration standards and implementation activities for these businesses.

11.3
Federal Milk Marketing Orders
11.3
Federal Milk Marketing Orders

Federal milk marketing orders provide stability to the dairy industry by administering terms of trade, accurate accounting, and giving milk producers reasonable assurance that they will receive proper payment for the milk they market.  The order program also responds to changes in milk production patterns, marketing systems, and consumer preferences and permits the United States dairy industry to become one of the largest and most efficient in the world.  The USDA has administered the federal orders, as required by the Agricultural Marketing Agreement Act, and has balanced the interests of dairy farmers with those of processors and consumers.  

NASDA believes that while changes may be appropriate, they should be undertaken only after careful consideration of their long-term impact.  Continuation and reform of the federal milk marketing order system should be considered with continued interest in the benefit of producers, processors, and consumers, as well as meeting the objective of maintaining an orderly supply of milk. 

Question – 

Dairy states may need to review this section and 11.4 for updating given what is in the Farm Bill and make recommendations.

Milk Pricing TC \l2 "Milk Pricing — Milk price fluctuations cause considerable concern and hardship within the dairy industry. Appropriate measures of market supply and demand may be more reliable indicators for products and may be able to provide more stability in milk pricing.  NASDA believes that consideration and possible adoption of alternative pricing mechanisms should continue throughout the pursuit of market order consolidation and reform.

An alternative pricing mechanism should eliminate milk price volatility and promote stability.  Consideration should also be given to creating a market development mechanism as a risk management tool and to promote dairy exports.

Further, NASDA should be a forum for discussing dairy policy issues among the states with an aim toward developing a consensus within the dairy industry. 

11.4
Regional Marketing  Agreements TC \l1 "11.4
Regional Marketing  Agreements
The Northeast Interstate Dairy Compact Commission was established and has the authority to raise the price paid to dairy farmers by milk processors to levels above the federal minimum level. Any producer selling milk into a pool which markets in the Compact region, is eligible for an increase in price for fluid milk resulting from actions taken by the Compact commission. 

NASDA believes that states should have the flexibility to create multi-state marketing agreements in order to enhance farm prices within their borders.  Such authority would not be intended to permit states to erect trade barriers nor distort market conditions in any other geographical area.

11.5
Perishable Agricultural Commodities Act TC \l1 "11.5
Perishable Agricultural Commodities Act
The Perishable Agricultural Commodities Act (PACA) promotes and enforces fair trading practices in the fresh and frozen fruit and vegetable industry.  PACA is important to producers because it allows them to sell produce across the nation with confidence that the terms of their contracts will be met and that they will be promptly paid.  Prompt payment is extremely important to producers of perishable fruits and vegetables, and without PACA, producers would have little bargaining power.

NASDA believes that PACA provides an important mechanism for resolving disputes.  In dealing with perishable products such as fruits and vegetables, an arbitration system, rather than resorting to the courts, is a beneficial and reliable mechanism for producers.

NASDA’s Tobacco Task Force will take a look at this section.  
11.6
Tobacco TC \l1 "11.6
Tobacco
Payment of Costs of Tobacco Programs from Tobacco Tax  TC \l2 "Payment of Costs of Tobacco Programs from Tobacco Tax — Opponents of tobacco have made efforts to eliminate all funding related to the USDA’s costs of administering programs available to tobacco producers. Included are such programs as extension education, crop insurance administration, and crop insurance disbursements above the premiums paid. 

Tobacco sales produce billion of dollars in federal tax revenues that go directly to the general fund of the United States. Additionally, tobacco producers pay fees to insure that taxpayer funds are not used to support the price of tobacco.

NASDA encourages Congress to earmark revenues from the federal tobacco tax to pay the administrative costs of USDA programs related to tobacco that are not paid by current grower fees and assessments.

Regulation and Classification of Tobacco TC \l2 "Regulation and Classification of Tobacco — Tobacco is vital to the economy and social fabric of all tobacco growing states by providing jobs and income for over 150,000 families and generating fifteen billion dollars annually in federal, state, and local tax revenues.  Cigarettes, cigars, and smokeless tobacco products (chewing tobacco and snuff) remain legal products.  There is unanimous agreement that children should not use tobacco products and every state in the Union already has laws that prohibit the sale of tobacco products to minors.

Tobacco Settlement TC \l2 "Tobacco Settlement — The tobacco settlement between the state Attorneys General and the tobacco companies have resulted in various proposals.  While the tobacco states understand that there may be differences of opinion as it relates to the different types of tobacco grown and how the respective states may be affected by the settlement agreement, it is important to recognize that income from tobacco is a major economic factor of the agricultural industry in many states and makes a large contribution to the economies of those states.  Tobacco not only provides for the economic well being of farm families, but also provides numerous jobs in other sectors of the agricultural industry, producing in excess of $16 billion dollars in federal and state excise taxes.

Due to the importance of tobacco as an agricultural commodity, NASDA believes that tobacco farmers must be represented in any settlement negotiations before the settlement is accepted by the Congress and the White House.  We believe that the current tobacco producer program, including the tobacco quota and price support system, should be maintained and protected.  Tobacco growers, quota owners, and growers’ organizations should receive the same immunity or limitation of legal liability afforded to tobacco companies.  NASDA supports a fair and equitable tobacco buyout program for producers and quota owners.

NASDA further believes that a portion of the settlement funds should be returned to the tobacco producing states as agricultural grants to tobacco farmers and farm communities, including, but not limited to, grants for diversification, marketing of agricultural products, and necessary infrastructure.  Any funds sent to the tobacco states as a result of the settlement should be distributed, disbursed and accounted for through the respective state departments of agriculture.  Some states, however, may elect to allow producer or quota owner payments to be made through the USDA’s Farm Service Agency.

11.7
Uniformity/Consistency Between Official Grain Inspection Labs
11.7
Uniformity/Consistency Between Official Grain Inspection Labs

All official state and private grain inspection laboratories authorized to grade and inspect grain under the U.S. Grain Standards Act (USGSA) are monitored by the USDA-Grain Inspection, Packers, and Stockyards Administration-Federal Grain Inspection Service (GIPSA/FGIS).  A primary responsibility of GIPSA/FGIS is to ensure that the grading and inspection results of official laboratories are uniform, and consistent with standards adopted under the USGSA.  However, there has been an historical and continuing problem of analytical inconsistency between official grain inspection laboratories, particularly between the analytical results of inland origin grain inspection laboratories and coastal destination laboratories.  This has hindered the efficient marketing of the nation's grain crops and caused undue financial hardship on grain exporters, the grain trade, and grain producers.  Unfortunately, GIPSA/FGIS has not reacted in a flexible, adequate, and timely manner to address and remedy the analytical consistency problems, and thereby has failed to meet the grain marketing and inspection needs of the nation's grain producers and grain trade.

NASDA encourages the adoption of procedures to take advantage of the latest analytical and networking technology.  Such procedures would ensure that grain grading and inspection results of all official grain inspection laboratory services are uniform, consistent, and provide the grain grading and inspection services required to efficiently market the nation's grain crops.

On occasion, USDA review teams have a tendency to treat cooperators differently than their own inspection office.  The reviews by USDA compliance officers or review teams are not always consistent at all grain inspection offices.  It is absolutely essential that USDA treat FGIS (official) and private (cooperator) grain inspection offices in exactly the same manner.

11.8
Federal-State Marketing Programs TC \l1 "11.8
Federal-State Marketing Programs
Federal-state marketing programs should be continued and expanded where feasible.  The Secretary should take a strong position in defining the concept and use of federal marketing orders based on the original concept of marketing orders as designated in the 1937 Act.  The Secretary should enforce these uses and if they are being abused take aggressive action to correct any abuses.  The Federal State Market Improvement Program (FSMIP) should be continued and market oriented demonstration projects prioritized. 

Further, the Secretary should review all state/federal marketing programs to determine their cost effectiveness in relation to the cost imposed on producers.  Research should focus on the use of new technologies for sampling and testing, which should be used when proven cost effective.  Programs should be reviewed to determine who, state or federal, does which part of the program best, and delegate that work to the appropriate party.  Cooperative programs should be reviewed to determine the most effective and affordable delivery systems with programs structured, accordingly.

State/Federal Memorandums of Understandings TC \l1 "State/Federal Memorandums of Understandings — State/Federal Memorandums of Understanding's (MOU) for certifying fresh and processed products for "quality and condition" in both domestic and export markets should be incorporated into current MOU's with APHIS to inspect and issue federal phytosanitary certificates.  Certification for quality and condition is the responsibility of the Agricultural Marketing Service (AMS).  All domestic marketing initiatives should address the feasibility of moving into international markets.

Question –Should this section be updated?
Federal and State Inspection of Peanuts TC \l1 "Federal and State Inspection of Peanuts — As peanuts move from a quota system to a market-oriented program, there is a key regulatory area that could be greatly enhanced by state departments of agriculture--federal and state inspection.  Growers need standardized third party inspection to assure fairness between areas and production practices, for example, irrigated versus non-irrigated.  The current support level for peanuts is based on a standard grade and should be maintained in evaluating farmers stock.  Without mandatory inspection, different buyers could establish different standards, which could vary between regions and practices.  In addition, without independent mandatory inspection, quality standards can not be assured.  

NASDA believes the inspection of peanuts is a major service provided by Federal-State Inspection Services, and recommends all peanuts be officially inspected and graded by federal and state inspectors.

Federal State Shipping Point Inspection Program TC \l2 "Federal State Shipping Point Inspection Program — NASDA recognizes the need for funding the standardization and development of programs that respond to produce industry needs within the Federal State Shipping Point Inspection Program.  The Agricultural Marketing Service’s (AMS) Fresh Products Branch provides the services of standardization and oversight of the cooperating states.  The Fresh Products Branch and cooperating states are implementing automated systems to standardize the inspection program nationally and programs such as Good Handling Practices, Good Agricultural Practices and Identity Preservation are being developed to address national food security concerns.  Many of the cooperating states have experienced significant reduction in agricultural revenues resulting in a reduction in revenues to the Fresh Product Branch to administer and develop programs that respond to changing industry requirements.  Any additional assessments of overhead charges to the state cooperators will be passed on through fee increases to the produce industry because of to new shipping and handling requirements that address national food security concerns.

NASDA is committed to working with AMS’s Fresh Products Branch to secure funding from Congress to support the services of standardization and program development and implementation.

11.9
Check Off Programs For Generic Advertising TC \l1 "11.9
Check Off Programs For Generic Advertising
Check-off programs for generic advertising promote farm products in an equitable manner.  Rather than promoting a product brand, these programs assist America’s farmers by helping to bring agricultural products to the consumer.  Federal support for farm programs will soon end and These types of programs make good sense by providing farmers with a forum to promote agricultural products to consumers.  NASDA supports this important and equitable tool for promoting American agriculture.

Dairy Promotion TC \l2 "Dairy Promotion — Through the National Dairy and Tobacco Stabilization Act, dairy farmers in the 48 contiguous states invest $.15/hundred pounds of milk marketed, yielding in excess of $200 million per year, in a non-brand milk and milk product promotion.  Five cents of the assessment must go to the National Dairy Board, which is comprised of 36 dairy farmers appointed by the U.S. Secretary of Agriculture.  The remaining ten cents may be designated to state and regional USDA qualified programs.  Producers are allowed to designate in which markets these funds may be expended.

When producer promotional dollars are expended where target audiences are located, all producers nationwide stand to benefit economically.

NASDA supports the concept of producers’ dairy promotion dollars being expended equitably on a per capita basis in support of a national plan to maximize consumer impact.

The following section is under consideration by the Rural Development and Financial Security Committee, except for the Hemp policy section which remains in Section 11.10 .
11.10
New Uses Of Agricultural Products TC \l1 "11.10
New Uses Of Agricultural Products
Comprehensive Agricultural Energy Initiative TC \l2 "Comprehensive Agricultural Energy Initiative — There is a tremendous opportunity to formulate and propose agriculture-based energy initiatives that could be used as a “new opportunity” to promote ethanol and its economic contribution to agriculture. Oxydiesel alternatives and others also provide an opportunity to share clean energy biomass electricity alternatives to a nation looking for more energy.

Potential biomass production by using advanced gasification technology (not burning), biomass from switch grass crop residues and solid waste could produce a significant amount of clean, sustainable power. The economic benefits for biomass electricity and biofuels would create jobs and provide an additional source of income for producers, rural communities, and businesses. Biomass energy will keep energy dollars in the U.S. and provide the positive environmental impacts that are called for.

NASDA supports the development of a “comprehensive agricultural energy initiative” by the Administration that considers the renewable resources of this nation’s agriculture industry. [this has kind of already been done, first with the energy bill and now with the farm bill.  I would consider deleting this whole section and just put the Farm Bill energy recommendations, after revising to bring up to date.] 

Energy Costs TC \l2 "Energy Costs — Historically changes in cost of production have been due primarily to changes in the cost of land. More recently farmers have been especially hard hit by sharp increases in fuel prices because of their extensive use of oil and gas products in agricultural production.  Agriculture already has a low return on investment and equity when compared to many sectors of the American economy, so volatile swings in energy and other input costs can drastically alter farmers’ net revenue.  USDA’s projection for farmers’ expenditures for fuels and oils, electricity, fertilizer, and pesticides in 2001 is $30.0 billion, up $700 million from 2000.  That equals a decrease in net cash income of about 10 percent. 

Increased energy prices, especially fuel prices, immediately impact farmers’ costs of production.  Even though farmers are more energy efficient than ever before, spikes in energy costs hit particularly hard their already tight profit margins.  But when considering the impact of higher energy prices on agriculture, it is also important to remember that the amount of energy used in agriculture is significant beyond the traditional gas and diesel for vehicle and machinery use.  They use heating oil, natural gas, propane, kerosene and/or electricity to heat or regulate temperature in their hog or chicken facilities and dry their crops.  Even pesticide costs are directly related to petroleum. As a general rule, it takes the equivalent of one gallon of diesel fuel to make one pound of active ingredient of pesticides.  

Farmers are limited in what they can do to mitigate the effects of higher energy prices.  When and where possible, producers are limited to employing different production strategies, such as reducing field operations by switching from conventional tillage practices to reduced till, adjusting fertilizer application rates, changing the timing of fertilizer applications and using animal manure and green fertilizer.  

Unfortunately, however, for the foreseeable future the costs of energy will remain relatively high and it is in the nation’s best interest to deal with how to adjust to the increased prices.

NASDA recommends that government support for alternative fuel sources to fossil fuels continue, focusing on the use of ethanol, biodiesel and biomass production.  In the interim period, there should be a renewable fuels content standard in energy legislation, and preferential tax treatment for ethanol, such as in the small ethanol producer tax credit.  Congress should also provide funds to continue the USDA Commodity Credit Corporation Bioenergy Program.  Renewable fuels such as ethanol and biodiesel are the cornerstones in assisting American agriculture in terms of the use of its product and energy requirements.
Industrial Hemp TC \l2 "Industrial Hemp — NASDA supports revisions to the federal rules and regulations authorizing commercial production of industrial hemp.

NASDA urges the U.S. Department of Agriculture (USDA), the Drug Enforcement Administration (DEA) and the Office of National Drug Control Policy (ONDCP) to collaboratively develop and adopt an official definition of industrial hemp that comports with definitions currently used by countries producing hemp.  NASDA also urges Congress to statutorily distinguish between industrial hemp and marijuana and to direct the DEA to revise its policies to allow USDA to establish a regulatory program that allows the development of domestic industrial hemp production by American farmers and manufacturers.

11.11
Federal Seed Act Enforcement TC \l1 "11.11
Federal Seed Act Enforcement
The Federal Seed Act (FSA) (7 U.S.C.  1551 - 1611) is a truth-in-labeling law that regulates the labeling of seed in interstate commerce.  The label must contain information on origin, purity, germination, chemical treatment and noxious weeds as well as the lot identity number, the date of test, and the labeler’s name and address or AMS number.

Interstate seed shippers are required to keep receiving and shipping records that include documentation for each seed lot they ship in interstate commerce (7 CFR 201.7).  Currently, the records are not being routinely examined for origin verification, allowing violations to go undetected.  Origin violations are usually uncovered only during a record examination pertaining to other labeling violations such as purity, germination and noxious weed seed content.  Inaccurate origin labeling can result in seed dealers and farmers purchasing seed that is not adapted for the area of intended use, or purchasing seed that is of inferior quality than represented on the label.

NASDA encourages the increased investigation of origin labeling of seed shipped in interstate commerce.  Investigation needs to be supported by both state seed inspectors, state directors of agriculture, and federal Agricultural Marketing Service (AMS) officials.  Vigorous enforcement of the origin labeling provisions of the Federal Seed Act will help to ensure that farmers have the ability to purchase seed that is adapted for the area of intended use and have the assurance that the seed they are purchasing is of represented quality.

Question – The organic section of NASDA’s Farm Bill recommendations was succinct.  Should we substitute that for this?
11.12
Organic Agriculture TC \l1 "11.12
Organic Agriculture
Introduction TC \l2 "Introduction — The term “organic” was coined in the late 1930s or early 1940s by J.I. Rodale, who envisioned a farming system that uses natural and whole-system approaches to soil-building, fertility, and pest management without the use of synthetic inputs.  The organic food and agriculture industry in the United States began to gain recognition in the early 1970s.  Rodale Press’s Organic Gardening magazine encouraged readers to form organic organizations to promote standards and create links between farmer and consumers.  Soon there were more than 70 active certification groups in the U.S.  Many provided third-party verification services to assure consumers that the food had been grown and handled according to a set of standards.  Across the certification groups, standards for production and labeling were similar, though not identical.

Organic farming continued to grow in popularity and was one of the fastest growing segments of U.S. agriculture during the 1990s.  In Fall 2002, the USDA Economic Research Service (ERS) released comprehensive 2000 and 2001 data detailing organic production in all 50 states and in the nation as a whole.  Between 1997 and 2001, U.S. certified acreage grew by 74.1 percent, from 1,346,558 acres to 2,344,857 acres.  The largest cropland gains were seen for corn, soybeans, dry beans, corn, flax, spelt, and rice, which each grew by more than 100 percent.  The largest livestock gains were seen in dairy, broiler, and layer hen production, which each added more than a million animals after USDA lifted restrictions on organic meat labeling in the late 1990s.

Farmer motivation for growing organically varies with the individual operator, and can include: lowering input costs, decreasing reliance upon non-renewable resources, receiving premium prices, accessing high-value markets, acting upon a life philosophy or stewardship ethic and operator and farm family health concerns, and improving relations with urban or suburban neighbors.  Obstacles to adoption by farmers include: higher managerial costs, the increased risk that accompanies shifting to new management methods, 

limited awareness of organic farming systems, lack of marketing infrastructure, and an inability to capture marketing economies.

Organic agriculture produces identity-preserved products that appeal to consumers in domestic and export markets.  It is the preferred practice of a growing number of U.S. producers and has the potential to increase the competitiveness of small, and medium-sized farms, in addition to large operations.

National Standards and the National Organic Program TC \l2 "National Standards and the National Organic Program — The U.S. Organic Food Production Act of 1990 established a national organic production program.  After nearly a decade of rulemaking and input from more than 316,000 public comments, a Final Rule published in the Federal Register on October 21, 2000 established the National Organic Program (NOP) under the direction of USDA’s Agricultural Marketing Service.  The NOP is responsible for establishing consistent national standards governing organic agricultural products, facilitating interstate commerce of organic food, assuring that organic food meets a consistent standard, and protecting consumers from fraudulent organic claims.  The NOP Final Rule went into effect October 21, 2002.  

Under the rules of the NOP, organic products must be grown and handled without synthetic pesticides and fertilizers, human biosolid wastes, irradiation, or genetically modified organisms, although certain fertilizers and pesticides from natural sources are allowed.  Crop production standards include a three-year transition period from conventional farming practices to an organic system that builds healthy soils, prevents erosion, and protects water resources.  Livestock standards specify that animals must not receive antibiotics or artificial hormones for growth promotion, and that they must be raised humanely.  Organic handling standards require measures to prevent contamination of organic products from prohibited materials and commingling with non-organic products. 

The national standards also include a National List of Allowed and Prohibited Substances (Subpart G of the Final Rule), which establishes approved synthetic substances and prohibited nonsynthetic substances, including pesticides, fertilizers, and processing aids, for use in organic production and handling.

Certification is required to sell, label or otherwise claim that products are organic, allowing producers and handlers to access premium markets for organic products.  By establishing uniform certification criteria, the national standards provide all growers an equal opportunity to receive premium organic prices.  The standards also promote consumer confidence in the organic label.  

To protect organic growers, consumers, and markets, NASDA supports the following:  

� 
Full and consistent implementation and enforcement of the National Organic Program Final Rule and its organic production and handling standards.

� 
Cooperation between the NOP and experienced public and private certifying agencies when addressing the practical aspects of organic production and certification issues. 

� 
Increased federal funding to support adequate NOP staffing levels and activities that will accomplish legislative intent of the Final Rule.

� 
Cooperative relationships between the NOP and state departments of agriculture.

� 
Federal funding to states that will allow them to assist with implementation of the NOP, including consumer protection and local enforcement of standards.  Permanent funding for Organic Certification Cost-Share Assistance should be included in assistance to the states.

Organic Markets & Marketing  TC \l2 "Organic Markets & Marketing — Organic is one of the fastest growing food and agriculture sectors.  The USDA Economic Research Service (ERS) and industry groups that monitor market and consumer trends in the organic industry report that organic product sales have grown by 20 percent or more each year since 1990.  The market research firm Packaged Facts estimated U.S. sales of fresh and processed organic foods at $6.5 billion in 1999 and $7.8 billion in 2000.  The International Trade Centre estimated 2001 U.S. retail sales at $9.5 billion.  Industry watchers predict continuing  growth of 15 to 25 percent per year in the U.S., with domestic sales reaching $20 billion by 2005. 

In addition to traditional purchase points such as natural and health food stores, market channels for organic foods include conventional grocery stores, natural supermarket chains, and direct-to-consumer markets, including farmers markets and internet sales.  In 1999, conventional food stores began outselling natural product supermarkets in a number of organic foods categories.  By 2003, nearly three out of four conventional supermarkets in the U.S. were selling organic products, indicating growing mass-market appeal of organic foods. 

Organic is a unique type of identity-preserved, value-added agriculture, and organic products typically command higher prices both at the farmgate and at retail points of sale. In the 1990’s the ERS observed that U.S. farmgate prices for some organic fruits and vegetables reportedly exceeded conventional prices by 100 percent.  Premiums for organic corn, soybeans, wheat, and oats regularly exceeded 60 percent.  Additionally, the market share of organic products sold directly to consumers is substantially higher than that of conventional products, a strategy that allows organic farmers to capture retail prices for themselves. 

As with other types of agriculture, the U.S. organic farmers and businesses compete with international peers, many of whose governments encourage organic production by providing payments linked to environmental benefits they perceive from organic agriculture. In the U.S., where there is little direct government support for organic farming, organic growers need public marketing, information, and support programs.  For example, as the ERS and others have noted, organic industry patterns are difficult to track because there are no public programs for collection of data on organic acreage, prices, or sales. 

NASDA supports a number of efforts to increase economic growth of the organic industry:

� 
Targeted marketing assistance through USDA grant initiatives and USDA program delivery in order to enable small and medium sized organic growers to capitalize on the value of their production.

� 
Inclusion of organic as a defined commodity in USDA market promotion programs, permitting U.S. organic farmers and food companies to be more aggressive in production, expansion and marketing activities, and to increase their competitiveness in the global organic market.

� 
Funding for collection and distribution of domestic organic market price data by the USDA Agricultural Marketing Service (AMS), or through non-governmental organizations funded by cooperative agreement with AMS.

� 
Cooperation among agencies and entities such as the Department of Commerce, Department of Customs, Department of Homeland Security, and U.S. International Trade Commission to code and track organic import and export sales. 

Research TC \l2 "Research — Organic farmers are underserved by public and private research efforts.  In periodic national organic farmer surveys by organizations like the Organic Farming Research Foundation, organic farmers consistently identify unmet research needs on production issues such as weed and pest control, crop rotation, soil fertility and conservation management, composting, crop variety development, livestock nutrition, and livestock health management.

Growers and others are frustrated that organic agricultural practices are reputed to be low-yielding, arguing that if proportionally as much agronomic and plant breeding research were focused on organic systems as on conventional methods, organic agriculture would prove its own feasibility. They further argue that while organic-focused research into areas such as biological and physical soil characteristics and plant-pest interactions can be transferred to and benefit conventional agricultural methods, the converse is not true -- conventional agricultural research typically does not benefit organic growers.

Private industry has little interest in sponsoring research efforts in organic systems because organic research is less likely than conventional research to benefit them.  Public support for organic research has been minimal and uncertain, so public dollars are a crucial source of research funding.  In 1995, USDA dedicated only 0.11 percent of its research and education budget to organic research and education programs.  For fiscal year 2003, Congress did not appropriate funds for the USDA’s Initiative for Future Agriculture and Food Systems (IFAFS) program, which had previously been an important source of funding for systems-oriented research like organic.  The Organic Transitions Program has been a small part of the USDA Cooperative State Research, Education, and Extension Service (CSREES) Integrated Pest Management Portfolio and has been limited to pest management issues in organic production.  

NASDA supports increasing organic research and education through the following:

� 
Continued appropriations for competitive grants programs like IFAFS and USDA’s Organic Research Initiative, part of the 2002 Farm Bill, are vital to the continued growth and development of U.S. farmer capacity to remain competitive in organic production.  

� 
Increased funding for the Organic Transitions Program at CSREES and implementation of a stand-alone Request for Proposals to encourage broader agro-ecological research in organic systems. 

� 
Continued funding for the national Sustainable Agriculture Research and Education (SARE) program, important to funding relevant, farmer-initiated, farmer-directed research and information transfer.

� 
Creation of a National Program Leader for Organic Agriculture within CSREES to coordinate and manage programs related to organic research.

� 
The support and encouragement by leaders of public agencies (e.g., Extension, USDA agencies, and state departments of agriculture) for staff participation in organic professional development, service delivery, and outreach efforts. 

Organic Statistics TC \l2 "Organic Statistics — Agricultural statistics are used by farmers, ranchers, legislators, agricultural and food businesses, and risk management professionals.  The ERS publication U.S. Organic Farming in 2000-2001 summarized data provided by organic certifying agents and offers one of the only tools for assessing the organic industry nationwide.  Additional tools such as detailed statistical data available to all involved in the organic industry would level the playing field and allow organic agriculture to become a more viable alternative for farmers, ranchers and processors.  

To provide reliable information about the industry that informs decisionmaking by farmers, agricultural advisors, marketers, and consumers, NASDA supports the following:

� 
Continued funding for the organic production and market data collection and tracking authorized in Section 7407 of the 2002 Farm Bill by economists and researchers at the Economic Research Service.

� 
Continuation of National Agricultural Statistics Service and state agricultural surveys, with expansion of questions related to organic and transitional production, acreage, and producer characteristics.

� 
Collection and dissemination of organic price data for sale of commodity crops, specialty crops, and retail organic sales.

11.13
Specialty Crops TC \l1 "11.13
Specialty Crops
The specialty crop industry annually accounts for more than $53 billion in cash receipts – close to 54% of the total cash receipts for crops – yet specialty crop producers experienced lower than average income in 2003 due to higher energy and labor costs.   In addition to lower than average income, imports of specialty crops have outstripped the small gain in exports.  When comparing U.S. specialty crop import and export values over the period 1997-2002: imports - increased 39% to a total of $14.7 billion in 2002; while, exports - increased 6.5% to a total of $11.7 billion in 2002.  

The specialty crop industry is more likely to be impacted by pests, disease, low prices, labor shortages and lack of funding for research, promotion, and inspection than other commodities.  In addition, increased consumption of specialty crops is an important component in the national efforts to reduce obesity, increase the nutritional value of the school lunch program, promote 5-A-Day, More Matters and strengthen Farmers’ Market Nutrition Programs.

The following paragraphs will need to be updated after final passage of the Farm Bill but are left as is for right now. 

NASDA supports full funding of the specialty crops block grant program as authorized.  While we recognize that federal funding is limited, we believe funding for the specialty crop block grant program should not negatively impact current funding for other commodity programs.

The 2001 specialty crops block grant program that provided $159.4 million in grants to state departments of agriculture was very successful.  States took advice from local constituency groups and ultimately made investments in more than 1,400 projects in significant issue areas including marketing, education, research, pest and disease programs, and food safety.  The program also leveraged approximately $45.2 million in matching funds from states and individual grant recipients.

An additional $1 billion should be provided annually to accelerate development of cost of production insurance policies for fruit and vegetables, nursery, vineyard, seed, citrus, tree crops, livestock and milk. Additional premiums subsidies (above the 50% level) would be provided since no counter cyclical assistance program currently exists for these crops.

Producers of specialty crops should be eligible to participate in the Agricultural Stewardship Program (conservation block grant) based on state-determined priorities.

NASDA recognizes that vast amounts of American Agricultural products are categorized as Specialty Crops, when in fact they are mainstream agricultural production in most areas of the nation.  The Specialty Crop Competitiveness Act needs to reflect the regional differences in what constitutes a specialty crop.  The base amounts of grants to states should be increased from $100,000 to at least $500,000 annually.  State block grants should be directed toward state departments of agriculture and used (1) to strengthen state-led efforts to promote the marketing and purchase of local agricultural products; and (2) to strengthen state-led efforts to promote innovation in agriculture.

