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THE SECRETARY OF' AGAICULT,URE 

WASHINGTON, D.C• 

.20.250'0100 

The Honorable John Podesta 

Chief of Staff 

The White House 

Washington, D.C. 20500 


Dear JOml: 

I just WaIlt to let you know that the important Farmland Protection 
Program {FPP) called for in the President's budget submission is going 
unfunded in any of the appropriations measures currently being , 
considered by Congress. 

, . 

, Specifica1\ly, the President requested $65 million for FPP in FY 2001. 
So far, no funds have been provided by Agriculture Appropriators. 
Moreove;r, I understand that the $50 million authorization in the CARA 
bill may be in jeopardy (aild FPP has not been included in CARA ' 
appropriBltions discussions on the "Lands Legacy Trust" Interior 

,Appropriations). While there is a very small swn ($10 million) 
contained mthe Risk Management Bill approved earlier this year, this· 
amount is inadequate for us to move forward in any substantial fashion. 

Any assistance that you can give in an effort to move forward, on what 
you and I both know is an important issue, would be appreciated. 

Secretarv. , 
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THE. SE.CRE.TARY OF' AGRICULTURE. 

WASHINGTON, D.C. 

20250'0100 

The HonHrable John Podesta 

Chief of Staff 

The White House 

Washington, D.C. 20500 


Dear John: 

I just waut to let you know that the important Farmland Protection 
Program (FPP) called for in the President's budget submission is going 
unfunded in any of the appropriations measures cWTently being 

. considered by Congress. 

Specifically, the President requested $65 milliOIi for FPP in FY 2001. 

So far, no funds have been provided by Agriculture Appropriators. 

Moreovf~r,' I understand that tm; $50 million authorization in the CARA 

bill maybe injeopardy (and FPP has. not been included in CARA 

appropriations discussions on the ''Lands Legacy Trust" Interior 

Appropriations). While there is a very small sum ($10 million) 

contained in the Risk Management Bill approved earlier this year, this 

amount is inadequate for us to..nove forward in any substantial fashion. 

Any assistance that you can give in an effort to move forward, on what 
. you arid I both know is an important issue, would be appreciated .. 

. Secretary 
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\' CHIEF OF STAFF TO THE PRESIDENT 

THE WHITE HOUSE[ 
, . 

April II, 2000 

The Honorable Daniel Glickman 
Secretary ofAgriculture 
1400 Independence Avenue, S.W. 
Washington, DC 20250 

Dear Dan: 

I wanted to write and congratulate you on your five-year 
anniversary as Secretary. I was disappointed that I was not able to 
make it to your celebration. The President is fortunate that you 
have, stayedwith him for all of these years. Thank you for your 
service. 

\ S ,e.Jr~. 
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TH E WH ITE HOUSE 

April 11, 2000 

The Honorable Daniel Glickman 
Secretary of Agriculture 
1400 Independence Avenue, S.W. 
Washington, DC 20250 

Dear Dan: 

I wanted to write and congratulate you on your five-year 
anniversary as Secretary. I was disappointed that I was not able to 
make it to your celebration. The President is fortunate that YQu 
have stayed with him for all of these years. Thank you for your 
service. ' 
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United States Department of Agriculture 

Office of the Secretary 

Washington, D.C: 20250 


. July 25, 2000 

TO: 	 THURGOOD MARSHALL, JR. 

Assistant to the President and Cabinet Secretary 


FROM: . DAN GLICKMAN 

Secretary ofAgriculture 


·.RE: 	 PRC>POSAL FOR A PRESIDENTIAL MISSION AFRICA ON 

HUl~GER, FOOD SECURITY, AND AGRICuLTURAL TRADE 


Purpose: 

First, to provide inunediate famine relief and development assistance for countries suffering from 
hunger and malnutrition (via food aid/surplus commodity stocks and other measures) in Africa~' 
Second, to promote long-tenn, corrrrnunity-based school nutrition assistance programs and self
sufficiency, with Ii particular focus on the international school meals program that the President.' 
announced at the G-8 Surrimit. . Third, to address existing and potential future agriculture:and . 
general trade issue:s with each of the host governments. Arid fourth, to highlight the Clinton 

. Ad~inistration's , . .\lork to assist the African countries combat the HIV/AIDS epidemic. Findings 
. from the Mission ·could also be presented to the United Nations and the Food & AgricultUre 
..Organization (F AO) for appropriate additional action. 

Rationale: 
. 	 '. . .' ',' .'.' . '. : 

'. 	Hunger and severe malimtrition in Africa have been the subject of a number ofrecent articles in 
the New York Titnes and Washington Post, as well as by non-governmental organization (NGO) 
agency staff and officials from the World Food Program (WFP) and the F AO. Drought, natural 

. disasters,civil strife, AIDS, and inefficiem agricultural techniques, coupled with explosive· 
population pressltreS in these countries have resulted in severe food shortages, malnutrition,and 
starvation i,n certain regions of Africa.' . 

. . In the United States unprecedented economic growth and soaring levels ofwealth and job 
creation make the time ripe for the U.S. to begin a substantial attack on global hunger and a high 
profile U.S. Presidential Mission, led by the Secretary of Agriculture, would bean effective 
vehicle to aid tMse countries by calling attention to the human tragedy and offering.immediate 
assistance in the fonn of food aid and o~her measures. The WFP has stated, "a wide-spread crisis 
can still be averted, withprompt and appropriate action." The United States, in the spirit of this 
. statement, should take action, especially in the current atmosphere which promises substantial 
Congressional, NGO, and media interest in the vast and compelling issue of hunger and food 
insecurity. .. . . 

'. 

An Equal Opportunity Employer 



·Pagel. 

In addition to short-tenn aid composed of food donation~; the international school meals program 
that the President announced at the G8summit in Okinawa, Japan, could.be presented in Africa 
in conjunction with USDA, the WFP, and various otherNGOs. The pilot project of this 
endeavor, which would combine private sector contributions with donor government support, 

. would include a small number of undernourished/food insecure countries that have the capacity 
and access to resources necessary to sustain the meals program after its initial development. 

We also propose tha.t attention be focused on long-tennsolutions to the problem offood . 
, insecurity, such as technical assistance for fanners, improving infrastructure needs, and 

promoting self-sufficiency This could include developing irrigation systems and improving 
existing wells, building agricultural commodity facilities (including ports) and providing 
technical expertise ,md education. 

With regard to the trade issues component of the trip, the dele·gation will address a wide range of 
country specific aglicultureand trade issues at each location. Such issues will include rural 
development, specifics to the Africa/Caribbean Basin Initiative bill, tariff and other trade barriers 
for U.S. exports, self-sufficiency, the World Trade Organization (WTO) issues, and continued 
cooperation. 

Last, the delegation will highlight the U.S. Administration's work to assist the African countries . 
. combat the HIV / AJDS epi~emic. 

Travel Dates: 

. Saturday, July 29, 2000, through Tuesday, August 8, 2000. 

Locations/Stops: 

Lagos and Abuja, Nigeria . 
: Nairobi & the Northern region (Kakuma), Kenya 
Johannesburg/Pretoria, South Africa . . 

http:could.be
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Description of Deliv4!rables.& Announcements for each of the Stops: 


1) Lagos and Abuja,Nigeria: 
Basic Information:' . 
Undernourishment Statistics: 

. Potential Immediate Food Aid: 

Existing Technical Cooperation: 


Potential Technical Cooperation: 

Existing Scientific Cooperation: 


Population growth has declined due primarily to AIDS. 

20-25%; with Children 23% underweight & stunted. 

School feeding program announcement, Afiicare' 

monetization agreement. .' . 

Leland, PARTS; REDSO; AELGA; Tuskegee & L9uisiana 

State University; EAGERJGHAI; Afiica Rural 

Decentralization; Afiica Private Sector Development; 

Grade/Standards & Transportation; F AO Special Program 

on Food Security. . 

JEPC Agreement announcements. 

Institute ofIntemational Tropical Agricuiture, various 

universities projects. . 


2) Nairobi & the NW region CKakuma),Kenya: 

Basic Information: 

Undernourishment Statistics: 
Food Aid {llready ptovided: 
Potential Immediate Food Aid: 

Existing Techllical Cooperation: 

Potential Technical Cooperation: 
Existing Scientific Cooperation: 

Population growth has slowed due to AIDS, birth control, 

and starvation. 

41%, with Children 23% underweight & 34% stunted. 

1999: 20MT-2.6 million /1998: 20MT-2.6 million . 

Kakuma (85Omt from USDA), school feeding program, $10 


. million in GSM~and additional tonnage ofcom and wheat 

through the WFP - announcements. 


. Leland, PARTS; REDSO; AELGA; Afiica Grades;. 
EAGERJGHAI; Afiica Rural Decentralization; Afiica 
Private Sector Development; Grade/Standards & 
Transportatiori; F AO Special Program on Food Security. 
JEPC.Agreement announcements, and rural development. 
Chick mortality evaluation; agro-forestry effects on soil 
organic matter, 

3) Johannesburg/Pretoria, South Afiica: 

Basic Information: 	 Suffers from the HIV/AIDS epidemic worse than any other 
Afiican country in the region. Hunger and food security 
are persistent problems, but have been overshadowed by 
the AIDS issue/plague . 

. UnrlernourishmentStatistics:' 20-25%, with Children 55% underweight & stunted. 
Potential Immediate Food Aid: School feeding program announcement. 
Existing Technical Cooperation: . F AO Special Program on Food Security . . . 

. Potential Technical Coopera~ion: DC Teachers, rural development, and Village Bank Project. 



THE SECRETARY OF AGRICULTURE. 

WASHINGTON, D.C. 

aoaso-olOO 

May 2; 2000 

MEMORANPUM FOR JOHN PODESTA, C 

.FROM: SECRETARY OLICKMAN 

SUBJECT: International Food Assistance 

I would like to sugges1t that the President send a special mission to Africa and Asia this summer 
to focus on internatioflal food assistance and hunger. 

I think the effort ought to be led by USDA with USAID as the sub-lead, and should focus more 
broadly on the specific: food needs and distribution requirements in the areas of Africa and Asia 
with the greatest need. Currently, there l:!-fe significant stocks of bulk food commodities available 
for distribution, both in the U.S. and throughout the world. However, the World Food Program' 
of the U.N. and various members of the NOO community constantly complain about the lack of 
resources to deal with hunger and famine in the Third World, and quite frankly I don't believe 
that all the resources ()f the U.S. Government have beeqfully mobilized to deal with the 
staggering needs, pa:rt:icular in East Africa and South Asia; as well as other areas of the world. 
I think that a focused mission, perhaps led by me, accompanied by Brady Anderson of USAID, 
would send a clear signal that the Clinton Administration intends to highlight and feature 
international food assistance' in its remaining days and that we will enhance the supply and 
delivery oian infrasti'Ucture of food assistance for the next Administration and future 
Congresses. 

I would suggest that itn addition to USDA and USAID, we include a representative group 
. comprised of Membe:rs of Congressl> the NGO community and American business leaders. I 

intend to submit to you a more detailed proposed draft agenda (Le. locations)shortly. lit me 
know if there's anything I can do to faci,litate this effort. 



THE SECRETARY OF" 'AGRICULTURE 

WASHINGTON, ,D, C, 

20250-0100 

May 2, 2000 

'". " .' . '. . 

MEMORANDUM FOR JOHN PODESTA, CHIEF OF S AFF TO THE PRESIDENT 

FROM: SEClRET ARY GLICKMAN 

SUBJECT: International Food Assistance and Hun 

I would like to sugE;est that the President send a s eci mission to Africa and Asia this summer, 
to focus on international food assistance and hunger. 

I think the effort ou.ght to be jointly led by USDA and SAID, and should focus more broadly on 
the specific food needs and distribution requirements i the areas of Africa and Asia with the 
greatest need. Cun;ently, there are significant stocks of ulk food commodities available for 

, distribution, both it} the U.S. and throughout the world. owever, the World Food Program of 

the U.N. and various members of the NGO comrimnity co standy complain about the lack of 

resources to deal with hunger and famine in the Third Wo d, and quite frankly I don't believe 

that,all the resources of the (J.S. Government have been fu y mobilized to deal with the , 


, 'staggering ne,eds, particular in East Africa and South Asi<; I think that a focused mission, ' 
perhaps led by me, accompanied by Brady Anderson of lfSAID, would send a clear signal that 

, the Clinton Administration intends to highlight and feature international food assistance in its' 
, remaining days and that we will enhance the supply and delivery of an infrastructure of food " 
assistance for the next Administration and~ure Congresses. ", '~ 

I would suggest that in addition to ~ and USAID, we include a rep";'sentative group 
comprised of Members of Congress, NGO community and American business leaders. Let me 
know if there's anyth1ng I can, do to facilitate this effort., 
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. THE SECRETARY OF AGRICULTURE 

WASHINGTON, D.C. 

20250-0100 

May 2,2000 

MEMORANDUM FOR JOHN PODESTA, CHIEF OF S 

FROM: SECRETARY GLICKMAN 

SUBJECT: Intemational Food Assistance and Hun 

I would like to suggest that the President send a s ed mission to Africa and Asia this summer 
to focus on international food assistance and hunger. 

I think the effort ought to' be jointly led by USDA and SAID, and should focus more'broadly on 
the specific food needs and distribution requirements i the areas of Africa and Asia with the 
greatest need. CUlTently, there are significant stocks of ulk food commodities available for 
distribution, both :in the U.S. and throughout the world. owever, the World food Program of 

. the U.N. and' various members of the NGO commuriity co stantly complain about the lack of 
resources to deal ;Nith hunger and famine· in the Third Wo d, and quite frankly I don't believe 
that all the resources of the U.S. Government have been fu y mobilized to deal with the 
staggering needs, particular in East Africa .and South Asi~ I .think that a focused mission, 
perhaps led by me, accompanied by Brady Anderson of lfSAID, would send a clear signal that 
the Clinton Administration intends to highiight and feature international food assistance in its 
remaining days and that we will enhance the supply and delivery of an. infrastructure of food 
.assist~ce for the next Administration and~re Congresses. .' '. .' .. 

I would suggest that inaddition to ~ and US AID, we include a representative group. . 
compnsed of Mc::mbers of Congress, NGO communIty and Amencan busmess leaders. Let me 
know if there' s ~mything I can do to facilitate this effort. 
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May 5, 1998 

MEMORANDUM FOR THE PRESIDENT 

From: Secretary Dan .Glickman 

Subject: Sta~e of the Agricultural Economy and USDA Actions 

. I. OVERVIEW 

After a generally strong performance during 1996 and much of 1997, the U.S . 

. agricultural economy is weakening. Agricultural prices, net farm income, and 

export sales set records in 1996 but have since fallen, with especially sharp 

declines for some commodities and in some geographic regions, such as' the 


, Northern Ptains .. as reported in a front page article in today's The Wall Street . 

Journ'al, "On the Northern Plains, Free"Market Farming Yields Pain, Upheaval." 


A few key indicators illustrate the magnitude of the adjustment now taking 
place in U.S. agricultural markets. The Asian economic problems combined with 
lower U.S. commodity prices have reduced the value of U.S. agricultural exports . . 

from nearly $60 billion in 'fiscal year 1996 to $56 billion .;. and this, our current 
forecast, is likely to be reduced further in late May. We expect net cash farm 

. income to. fall to $51 billion in 1998, down $4 billion from last year, and down 
15% from 1996's $60 billion. The drop is primarily due to lower crop receipts 
and higher production expenses. . . 

. . . 

, The weakest commodity markets are wheat and hogs. Wheat prices' have hit 
their lowest levei in 5 years, falling over 25 percent during the last 12 montt'ls .. 
U.S. stock!~ compared with consumption are the highest since 1991 and, with, 
the warm winter, a very large winter wheat crop is likely to be harvested 
starting in 'late May, putting further heavy pressure on.prices. The we'ak wheat' 
market, combined with' several years of crop disease, has been especially .. 
punishing jfor farmers in the Northern Plains. Hog prices are down 30 percent 



Memorandurr'1 ~ '~:retary Glickman 
T~~~": Farm, Economy 

,,:2 May 4, 1998 

In other markets, corn and soybean 'prices are below year-a :'~els, although 
they are still near the 5-year average. Cotton prices have ree :lyweakened as 
China b(~gan the unusual step of exporting cotton into a dec/' lmarket. Rice 
farmers" after some initial misgivings following enactment of ··1996 farm bill, 
have aC1tually seen their prices stabilize and remain fairly st: '}. Cattle prices 
have been low, but after 2 years ,of herd reductions, priCe iT! expected to 
strengthen as the year unfolds. Broiler prices have been ave; and producers 
are earning positive returns. Milk prices were record high dur :he first quarter 
of 1998 'but are now rapidly declining, although prices ar::1 expected to 
average a little higher this year and feed costs lower, comp j with 1997. 

Crop conditions around the' world are generally favorabt( ~d longer term 
weather forecasts do not suggest problems for the 1998 gP il9 season here 
or abroad. With limited sales expected to Asia this summer a :nto the fall and 
tough e,><port competition expected from South America, favo !~U.S. growing' 
conditions could further aggravate the current decline in cre Jrices and farm 

" . 
financial conditi'ohs. " ' , 

In response to these developments and the concerns I amin(':3singly hearing 
from farmers and ranchers, particularly during the farmfOFu:nS the Deputy 

" Secretary and I conducted last month, I have initiated several~tions to provide, 
assistanceand am proposing additional measures. While these steps will help, 
the prospects for improvement in the state of the, farm economy this fall will 
depend heavily on the size of this year's crop harvests in the U.S. and abroad 
and the pace of recovery of Asi.an economies. ' 

II. ACTIONS TAKEN TO DATE 

Interna ti.,nal , USDA reacted quickly to the Asian financial crises and since late 
,'1997 has· made available $2 billion worth of export credit guarantees to 

countries throughout the region. On April 24, USDA announced afurther $400 
million allocation to South Korea. . 

LJSDA hels made $4.5 billion in export credit guarantees available worldwide, up 
50% from the $3 billion allocated at this time last year. USDA and the Agency 
for Inten'lational Development have also allocated the full amount of available 
funding, $1 ~ 1 billion, for exports under PL 480. 

USDA h,as aggressively awarded export assistance under the Dairy Export 
IncentiVE! Program (DEIP) to boost dairy exports. In fact, we' expect to reach 
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this year's limit permitted under the Uruguay Round Agreement on Agriculture 
well. before the agreement' year concludes. . 

. . 

USDA and USTR have successfully concluded farm market access initiativE;!s to 
open the Brazilian market to U.S. wheat; Taiwan to meats and rice, and which' 
allow. U.S. pork producers to sell to .the Phillippines. 

Domestic. Thus far this fiscal year, USDA has purchased $442 million worth' 
.of beef, pork, and poultry for domestic food assistance programs. USDA has' 
also purchased about $55 million of nonfat dry milk under the dairy price 
support program, which is being phased out by the 1996 farm bill. 

The emergency supplemental appropriations bill you signed will provide $105 
million in additional farm operating loans and $43 million in additional farm 
ownership loans for this fiscal year, actually slightly above' the amounts the 
Administration. requested. Without these funds, USDA would now be running 
out of money in some of these accounts. Although the Senate version of the 
legislation included the Administration's proposal to fix the 1996 farm bill's· 
provision thalt denies farmers' from receiving additional USDA' loans if they 
receive a write down, the conference report dropped it from the final bill; I will 
-c~:>ntinue working to get Congress to fix this onerous credit provision. 

Last month, I met with several Northern Plains. Senators. and Congressmen and 
announced a package of reforms we will. initiate to revise crop. insurance. 
regulations t!) provide more effective assistance to farmers in the Northern . 
Plains and alther regions where successive disasters have sharply raised 
premiums and reduced coverage. 

III. FURTHER ACTIONS PROPOSED 

International; USDA has developed a series . of recommendations. to simulate. . 

additional exports that are pending final approval before the relevant interagency 

groups. These actions include new export credit initiatives, includin'g direct 

credit for selected countries; limited export' subsidy, activities for . certain 

commodities; and proposed legislation to use unexpended export subsidy 

funding for alternative programs to strengthen exports and prices. 


Domestic. USDA will to continue supporting comrpodity prices through the use 

. purchases for domestic feeding programs and price support purchases, where 

possible and will press Congress to enact its legislative agenda to provide me 
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more authority to respond to emergency situations and to strengthen the farm' 
safety net. . . . 

In addition,l have begun preparing an initiative designed to bring all of USDA's 
resources to bear on helping farmers adjust to and compete in the changed farm 
policy and farm economy environment described in the Journal article. While 
your Administration has madepr,ofound changes in USDA's conservation and 
natural resource policies and has had innumerable farm trade successes, we 
have not been as successful asl would like in advancing an initiative designed 
at traditional' production agriculture. Without undoing the. premises of the 
current farm bill, we can still, nonetheless, playa more active and constructive" 
role in he'r~ing farmers, rancher, and rural communities adjust to the changes 
they face and my initiative will be designed to meet those needs. To do 
something meaningful and to leave, a legacy in this area, we need to develop a 
much bolder proposal to stabilize family farm agriculture. 

IV. CONCLUSION 

In closing, the administrative and legislative items of critical, and immediate, 
interest to U.S. agriculture are: 

- The appropriate interagencies, need to support the USDA 
recommendations for expanding and amending American agricultural 
expor~ programs. 

-Congress must pass the vital agricultural research bill shortly, as it 
resolves a funding insufficiency for crop insurance, strengthens funding 
for agricultural research and rural development, as well as providing food . 
stall1pS for certain legal immigrants. 

In the longer term, we have proposed a series. of legislative items to the 
Congress that would enable me to provide emergency assistance, within the 
confines of the current farm bill. Beyond that, , am developing a longer term 
initiative, perhaps for consideration as part of the fiscal year 2000 budget, 
designed at better helping farmers adjust to the changing farm economy. 

Finally, it is my judgment that most on Capitol Hill believe the Administration 
has been responsive to their concerns. While we continue to respond to· the 
individual and immediate crises in farm country, I remain concerned about the 
political and economic ramifications of further market weakness. 
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THE st~fZlETA."'" 8F" AC,RICUl,.TURE: 

May 5, 1998 

MEMORANDUM f=OR THE PRESIDENT 

From: ' Secretary Dan Glickman 

. Subject: State of the Agricultural Economy and USDA Actions 

L OVERVIEW 

After a generally strong performance during 1996 and much of 1997, the U.S.' 
agriculturai economy is weakening. Agricultural prices, net ,farm income,: and 
export sales set records in 1996 but have since fallen, with especially sharp 
declines for some cO.mmodities and in some geographic regions, such as the 
Northern Plains ,-- as reported in a front page article in today's The Wall Street 
Journal. "'On the Northern Plains, Free-Market Farming Yields Pain, Upheaval. " 

A . few kEIY indicators illustrate the magnitude of the adjustment now taking 
place in U.S. agricultural markets. The Asian economic problems combined with 
lower U.S. commodity prices have reduced the valu.eof U.S. agricultural exports 
from nearly $60 billion in fiscal year 1996 to $56 billion -- and this; our current 
forecast, is likely to be reduced furtherin late May. We expect net cash farm 
income tQ fall to $51 billion in 1998, down $4 billion from last year, andd<?wn 
'15% from 1996's $60 billion. The drop is primarily due to lower crop receipts 

. and higher production expenses. 

The weakest commodity markets are wheat and hogs. Wheat prices have hit 
their lowest level in 5 years, falling over 25 percent during the last 12 months. 
U.S. stocks compared with consumption are the highest 'since 1991 and, with 
the warm winter, a very large winter wheat crop is likely to be harvested 
starting in late May, pUtth1g further heavy pressure on prices. The weak wheat 
market., combined. with several years of crop disease, has been especially.' 
punishing for .farmers in the Northern Plains~ Hog prices are down 30 percent 
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In other markets, corn and soybean 'prices are below year-a, '~"els, although 
they arEI still near the 5-year average. Cotton prices have ree, lyweakened as 

, " China began the unusual step of exporting cotton into a decl' ~market. Rice 
farmers, after some initial misgivings following enactment of ',;1996 farm bill, , 
have actually seen their prices stabilize and remain fairly st, ,}, Cattle prices 
have bf~en low, but after 2 years of herd reductions, pric; ,;re expected to 
strengthen as the year unfolds. Broiler prices have been ave' :; and producers 
are earning positive returns. Milk prices were record high dur ~he first quarter" 
of 1998, bLit are now rapidly declining, although pricesar .::0 expected to 
averagf! a little higher this year and feed costs lower, comp::! with 1 997. 

. 	 ' I ' 

Crop conditions around the world are generally favorablf: ,d longer term 
'weathE!r forecasts do not suggest problems for the 1998 gr' 19 season here ' 
or,abroad. With limited sales expected to Asia this summer a ,mo the fall and 
tough Elxportcqmpetitionexpected from South America, favo :eU.S. growing 
conditions could further aggravate the current decline in crC')rices and farm 
financial conditions. 

In response to ,these developments and the concerns I am inc:3singly hearing 
from farmers and ranchers, particularly during the farmfo;u,Tts the Deputy 

, 	 Secretary and I conducted last month, I have initiated several actions to provide 
assistance and am proposing additional measures. While these steps will help, 
the pmspects for improvement in the state of the farm economy this fall will 
depend heavily on the size of this year's crop harvests in the U.S. and abroad 
and the pace of recovery of Asian, economi~s; " , . 

II. ACTIONS TAKEN TO DATE 

/nternifltiona/; USDA reacted quickly to the Asian financial crises and since late 
1997 has' made available $2 billion worth of export credit guarantees to 
counUies throughout the region. On April 24, USDA announced a further $400 
,milliO/'l allocation to South Korea. 	 ' 

USDA has made $4.5 billion in export credit guarantees available woridwide, up 
50% from the $3 billion allocated at this time, lastyear. USDA and the Agency 
for International Development have 'also allocated the full' amount of available 
funding, $1.1 billion, for exports underPL 480. 

USDJ\ has aggressively 'awarded export assistance' under the Dairy Export 
Incentive Program (DEIP) to boost dairy ,exports. In fact, we expect to reach 
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this year's limit permitted u~der the Uruguay Round Agreement on Ag'riculture 
well before the agreement year. concludes. 

USDA and LlSTR have successfully concluded farm market access initiatives to 
open the Bmzilian market to U.S. wheat, Taiwan to meats'a~drice, and which 
allow U.S. pork producers to sell to the Phillippines. 

,Domestic. Thus far this fiscal year, USDA has purchased $442 million worth 
of beef, pork, and poultry for domestic food assistance programs. USDA has 
also purcha:sed about $55 million of nonfat dry milk under the dairy price 
support pro-gram, which is being phased out by the 1996 farm bill. " 

The emergency supplemental appropriations bill you signed will provide $105 ' 
million in additional farm operating loans and $43 million in additional farm 
ownership loans for this fiscal year, ac'tuallY slightly above the amounts the 
Administration requested. Without these funds, U$DA would now be running 
out of money in some of these accounts. Although the Senate version of the 
legislation included the Administration's proposal to fix the 1996 farm bill's 
provision that denies farmers from receiving additional USDA loans if they 
receive a write down, the conference report dropped it from the final bill; I will 
continue working to get Congress to fix this onerous credit provision. 

'Last month, I met with several Northern Plains Senators and Congressmen and 
announced a package of, reforms we will initiate, to revise crop insurance 
regulations to provide more effective assistance to farmers in the Northern' 
Plains and other regions where successive disasters have sharply raised 
premiums clOd reduced coverage. 

,III. FURTHER ACTIONS PROPOSED 

Internatioital. USDA has developed a series of recommendations to simulate 

additional Elxportsthat are pending final approval before the relevant interagency 


, groups. These actions include new export credit initiatives, including direct 

, credit for selected cou,ntries; limited export subsidy activities for certain 
commoditi:es; ,and proposed legislation to use unexpended export subsidy 

,funding fOl' alternative programs to strengthen exports and prices. 
, , 

Domestic. USDA will to continue supporting commodity prices through the us~ , 
purchases for domestic feeding programs and price support purchases, where" 
possible aild will press Congress to enact its legislative agenda to provide me 
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more authority to respond to emergency situations and to strengthen the farm 
safety net. 

·In addition, I have begun preparing an initiative designed to bring all of USDA's 
resources tel bear on helping farmers adjust to and compete in the changed farm 
policy and farm economy environment described in the Journal article ..While 
your Administration has made profound changes in USDA's conservation and 
natural reso,urce policies and has had innumerable farm trade successes, we 
have not been as successful as I would like in advancing an initiative designed' 
at traditionc~1 production agriculture. Without undoing the premises of the 
current ·farm bill, we can s'till, nonetheless, play a more active and constructive 
role in helping farmers, rancher, and rural communities adjust to the changes 
they face. arid my initiative will be designed to meet those needs.. To do 
something meaningful and to leave a legacy in this area, we fleed to develop a 
much bolder proposal to stabilize family farm agriculture. ' 

. IV. CONCLUSION 

.In closing, the administrative and legislative items of critical, and immediate, 
interest to lJ. S. agriculture are: 

'. 	 The appropriate interagencies .need to support the USDA 
recornmendations for expanding and. amending American agricultural . 
export programs. 

• 	 Congress 'must pass the vital agricultural research bill. shortly, as it 

resolves a funding insufficiency for crop ins:urance , strengthens funding 

for a~'Jricultural research and ~ural development, as well as providing food 

stamps for certain legal immigrants. 


In the' longer term, we have proposed a series of legislative items to the 

Congress that would enable me to provide emergency assistance, within the 

confines of the current farm bill. Beyond that, lam developing a longer term 

initiative, perhaps for consideration as part of the' fiscal year 2000 budget, 

designed at better helping farmers adjust to the changing farm economy. 


Finally, it is; my judgment that most on Capitol Hill believe the Administration 

has been rE~sponsive to their concerns. While we continue to respond to the 

individual and immediate crises in farm country, Ireniain concerned aboutthe 


. political and economic ramifications of further market weakness. 
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Room 3702 South Building 


1400 Independence Avenue, SW 

Washington, DC 20250-0524 


FOR IMMEDIATE RELEASE 	 CONTACT: Timothy M. Peters 
Phone (202) 720-4860 
Fax (202) 690-4420 
E-mail tpeters@agcommission.org 

COMMISSION ISSUES STATEMENT ON CURRENT FARM SITUATION 

Washington, DC -July 9,1999- The Commission on 21 st Century Production Agriculture 
met today in Washington, DC to continue their study of public policy options for agriculture in 

.the next century. Some discussion, however, was devo,ed to the more immediate problems 
facing America's farmers and. ranchers. Farm prices have fallen dramatically and farm income 

'. continues to weaken as a result of shrinking export demand and bumper crops worldwide. To 
address these short-term problems, the Commis i d there is an ur 
and the Administration to come toget er an prOVIde su 
armers an ra 

aIrman Barry Flinchbaugh pointed out that the Commission continues to wbrk toward' 
the long-term task it was assigned by Congress. Defining the role of the Federal Government in 
support of production agriculture beyond the 1996 Farm Bill remains the central focus of the 
Commission. The Commission's final report is due January I,. 2001. 

To aid th~:m in this effort the Commission is hosting six public listening sessions around 
the cOllntry to gather ideas from producers and other agricultural interests on future public policy 
for agriculture. Listening Sessions are scheduled for August 12, 1999 in Fresno, California; 
August14, 1999 in Spokane, Washington; August 16, 1999 in Denver, Colorado; September 21, 
1999 in Chicago, Illinois; September 23, 1999 in Montgomery, Alabama; and September 25, 
1999 in Scranton, Pennsylvania. For information·on how to register for the public' listening 
sessions please visit the Commission's web site, hltp..1Lwww.ag~ommi.!.~on&r.g; or contact Tim 
Peters at 202-720-4860. 

END 
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:Ou~l~~~~rarmEconomy Is Darkeqingl; 

. '1-,2- The Fann ProbUem Deepens

As .More Commodity Prices . '.
. k ietF_1nceinu II Falllng~.~ .. 1 Depi....IC. 8ft Uncte ... II Up... 

.Sm ,Speculation Grows In billions .. . Government IlIYI1I!IrI\I: in biIIiGnr, 


.. Of Another U.S. (DY·lQ!lt. 

~v -. . l . 

. \ By SciYIT KIL:'ttA.:'1 
Staff Reporter of THE WALL STltEET JOURNAL 

'. CHICAGO-: The farm economy's prob

lems are spreading, suggesting that rural 

America is heading for a prolonged down· . 


. turn and raising speculation that farmers 
may seek another federal bailout. 

Last year. as the Asian ftnancial cMsis 

doused that region's appetite for U.S. farm 

gOOds, prices of wheat. corn arid hogs col· 

lapsed. reducing incomes for Midwest 

farmers. While pri~es of those commodi

ties are still depressed. now pMces of 

Southern crops such as cotton. soybeans 

and rice are sinking. The reasons range 

from global gluts to the deva.luation of the 

Brazilian real. Even Wisconsin dairy farm~ 

ers. who reaped record high pMces for raw 

milk last year, are seeing their bUSiness 

sour. 


"A lot Is gOing wrong all at once," said 

Steven Elmore, an economist at Pioneer 

HI-Bred International Inc., the biggest 

U.S. seed company. "The whole agricul

turesector is a lot more stressed than last 

year." . 


Robert E. Young, co-director of the trade deficit. controls. a glut·busting tactic it gave up as 

Food & Agricultural Policy Research InSti Mr. Young's institute makes farm-econ part of the 1996 "Freedom to Fann" bill. 

tute at the University of Miiisouri, said he omy forecasts for Congress. which last 'Tm all for the free market but things are 
will likely reduce his foreca!;t of 1999 farm year passed a 15.6 billion bailout package. getting out of control... said Richard A. 

profits by $800 million to $44' billion. which His darkening outlook increases the likeU LoeWY. president of AgResource Co., a 

would be 8% lower than the $48 billlon hood that some farm groups will approach Chicago commodity-research finn. ",Soon 

earned last year and 18% lower than the , Washington for another bailout this year. we're going to be SWimming in grain if the 

record profits generated by farmers just It that happens. it would ignite a debatein government doesn't do something." . 

three years ago. Congress over whether to stick to its plan Without a second bailout. some econo


Although the agricultura,l downturn is for gradually weaning farmers from gov mists ex~t to see a bigger drop in farm 

n't talting much steam OUli:)f the national ernment subsidies by 2002. Opponents of numbers .this year. something for which 

econOmy, iUs depressing ltbe busil:tesses the deregulatory 1996 farm bill would use many in Congress have little stomach. 

that supply farmers With. e,rerything from such a request as evidence that agriculture And as farm income and commodity 

tra,ctors to chemicals. Agriculture is also can't go it alone. . pMces fall. industries that cater to agMcul

one of the. nation's biggest exporters and a Some grain traders think Washington .' ture are feeling the pain. too. Farm-eqUip

drop in farm. shipments W(lrsens the lr.s. might even have to bMng back planting Please Turn to Page A8, Column 1 
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.	ment makers are clltting tractor produc· 
tion again this year. AgcoCorp.. Atlanta. 
is red'ucing its production of tractors and 
harveisting combines an additional 13'7c. 
That [ollows a 13% cut by Agco in 1998. 

· when its annual sales fell 8.80/,. to $2.94 bU· 
lion. IVew Holland NV, a maker of con· 
struction equipment and farm equipment
with h.eadquarters in the Netherlands, ex· 
pects industrywide unit tractor sales. 
across North America to drop as much as 
l5% this year. New Holland's 1998 revenile 
declined 5% to $5.1 billion. . 
! Meanwhile. farm bankers. hoping to 
~void Ule mistakes that saddled them with 
bad debts during the agricultural down· 

1\ I ,urn of the 1980s. are moving to cull weak· 
I V J!ned·filrmers. So may farmers are turning k to the Agriculture Department for loans 

that some government credit programs are
'y
II· 

. being exhausted. . '. . 
Cotton·indUstry officials said hundreds 

.Ail-this is a big change from j~st three 
: years ago. when U.S. farmers were cash. 

ing in on an export boom they thought 
would outlast the decade. Then the Asian 
economic crisis killed the appetite of U.S. 
agriculture's single largest customer. 
catching everybody from Iowa farmers to 
fertilizer companies and grain millers in 
the middle of big expansion plans. . 
. Hog farmers, who geared up to sell 10% 
more pigs in 1998. are now going through 
their biggest shakeout ever. Economists 
expect tens of thousands to quit tbe busi· 
ness this year. 

U.S. grain farmers. who usually sell 
about one:thirdof their crops abroad, saw 
the value of their com exports drop 18% 
luring the first 11 months of 1998. com. 
oared with the siinUar 1991 period. accord· 
.ng to the Agriculture Department. Wheat 
~xports fell 11%. . 

Now the Shrinking value of Brazil's cur' 
of growers in Texas can't get loans for·ency is undermining U.S. soybeans. 
SPring. planting. Cotton pric.es have .fall~n 
to unprofitable levels for growers. despite 

. \.. a drought that slashed production last 
~ year. iI'hanks to a string of big overseas ~ harvests. the globe is awash in cheap cot· 

ton. TIle world has a six-month supply on 
· hand. the biggeSt reserve in 13 years. !U a 

reSUlt. the price of the spot cotton-futures 
contrad at the New York Cotton Exchange 
has dri)pped 21% since October.· 

. Sorile lenders are beginning to foreclose 
on NOl1hem Plains wheat growers,. who 
have ilI!en battered by Ii. string of poor har
vests. {n Minnesota, Kittson Coimty Sher
iff Ray Hunt recently sold off the property 
of three farmers who had lost their mort
gages. ,"I don't like. dQing it but it's the 

· law," said Mr. Hunt. "I suspect I'll being 
dOing more." . . . . . .' 

.About 20 Kittson County farmers have 
· quit vi)luntarily over the past several 

montJui. according to local. officials•. even 
thougb the federaJ government Increased 
farm aid to .the county by 5O'PO last year. 

· 	. Jan~t Olsonawsk! and ber husban~. 

Brazil, a major soybean exporter. is 
preparing for a record harvest next month. 
The currency move makes its crop far 

. cheaper to foreign buyers than U.S.. soy· 

beans. As a result. some grain traders ex

pect the price of U,S. soybeans to sink ~o 

the mid·S4-a.·bushel range by summer If 

Midwest growing' conditions are good. 

That price would be the lowest for U.S. soy. 

beans since the mid-1980s farm crisiS. 


The commodity slump is hard to turit 
around without a big jump in foreign de
mand. which doesn't appear likely any
time soon. 

When demand drOps. most manufactur
ers cut production or make something else. 
But fanning is made up of hundreds of 
thousands of small producers. They all 
know output is too higb. but eacb sees his 
best chance for recouping last year's losses. 
by producirig more this year. . 
, The upshot: Seed company surveys s~g· 
gest that Midwest farmers are makingI	plans to p.lant almost as muCh of their land 
this spring to the same crops they ~w last I 

.
• 
J, 
l 

both 49 years old. plan to auction off thell' ( year. U normal weather matertallZes this 
wheat :Uld sugar-beet fanning machinery I season. the U.S. could easily produce 
in Mari:h. Discouraged by forecasts f~r lOw .. ' bumper com and soybean crops for the 

·crop pitces. their 24-year-old son qwt. the '. fourth year in a row.r family farm to design log bomes in 
Wyoming. The prlce of wheat has dropped

\ 29% over the past two yean to a national 
t averaR'e of 52.86 a bushel in January. 

J 
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"DEPARTMENT OF AGRICULTURE 
OFFICE OF THE SECRETARY 

WASHINGTON, D.C. 20250 

, December 2, ,1998 ' 

MEMORANlmMFOR]O N POrT!\, CHIEF OFSTAFFTO THE PRESIDENT. 


FROM: Greg Frazier, . ofqto ~ckman' , ',,' 


SUBJECT: 	 Justification for Sec tary lickman's Participation in the President's Trip to 
the Middle East ' ' , ' " , 

, , " 	 . 

Because of Secretary Glickman's relationships with the Jewish community and Israeli leaders 

, and USDA's role in Israel and the Middle East, he will be a,valuable addition to the 

President's delegation. 


The Secretary accompanied the President and Vice President to the recent AlP AC meetings 
in Washington, D.C., and and to former Prime Minister Rabin's funeral. He frequently 

, , speaks before national Jewish organizations due to his background, service in the, Congre~s, 
,his membership and chairm.anship of the Permanent Select Committee on Intelligence, and " 
USDA's ties to Israel's agriculture and forestry. programs. ' 

in addition to SeVf!ral trips to the region as' a Member of Congress , while Chairman of the 
intelligence committee, he led a CODEL to Egypt, Israel, Jordan, arid Syria, during which he 

,participated in serious discussions about the role of the U.S.'intelligence community in the, 
Middle East:' ' 

USDA has significanf relationships with Egypt and Jordan. In recent years Egypt has been 

the largest purchaser of U.S. wheat. Jordan has been a major participant in USDA's credit 


, guarantee and recipient of P.L. 480 assistance; the Secretary has been personally involved in 

expediting andac;celerating food sales and assistance to Jordan. ' 
'. 	 '. . . 

USDA also has a major relationship :..vith Israel. The Forest Service and the Jewish National 
Fund, Israel's forleSt service, cooperate in many areas - iIi fact, the USDA's Forest Service will 
provide the tree the President will plant in Bethlehem during his visit. In addition, the 
Binational Agricultural Research Development (BARD), a joint US/Israeli agricultural 
research effort, has provided millions of dollars in agricultural research projects betWeen oUf 
two countries;. especially in arid land research. These efforts are part ofthe ' 
U.S./IsraeIlEgypt peace agreement begun nearly twenty years ago, and have quietly and 
significantly provided transfer of agricUltural technology to other countries in the region as 
well - perhaps something in'which the Palestinians could participate. ' 

, , 	 ' .~>-	 \040 
The Secretary all.dI appreciate your~onsideration. 

b(", AN eQUAL OPPORTUNITY EMPLOVEA 



United States Department of Agriculture . 

Office of the Secretary 

Washington, D.C. 20250 


.July 16, 1999 

c . 

MEMORANDUM FOR THE CHIEF OF STAFF 

Fram: Secretary Glickman 

Subject: Farm Assistance Package 

The farm econamy cantinues to. slump - USDA's most recent monthly supply

demand estimate released last Manday canfirms that and projects a soft farm econamy . 

through the end of next year, the Senate will saan turn again to the agricu1tural 

appropriations bill ahd cansideratian af anather farm aid package,. and the President said· 

he will be proposinf~ recommendatians far assistance, but we seem to. be stuck an dead 

center, natwithstanding the many discussians and meetings we have had the last several 

manths an this subject. 


. I am canvineed Cangress will pass same form af emergency farm package this year,· 
.	thus the langer we wait befare propasing ane, the mare aur palitical vulnerability increases. 
I think the President well be bestpositianed if asserts leadership and stakes out apasitian 
and propasal, especially before the cangressianal majarity begin to criticize him for faili'ng . 
to. carry through on that camment and their request for recammendations. While there 
develop another bidding war akin to what unfalded last year, and we may find aurselves 
playing catch up nonetheless, unless.we advance samething naw, ar very saan, I think we 
lose almost any political advantage we could realize and our silence may relegate us to 
acquiescence, again• 

. While our first task shauld be proposing assistance to mitigate law prices, falling 
incame, and, in all likelihaod, falling land values that if in fact come about,'well setaff a 
spiral of foreclasures and banking problems like we witnessed in the mid-1980s, we must 
also address the supply side,. which we can do buy proposing waysto reduce production 

.and dispose bf the building surpluses. Therefore, I proposethe.fallowing: " 

• INCOME ASSISTANCE: We shauld propose a $2 billion program af direct 

. . .. . . ; . . . . . . . . .. . . . . . .. . • .. . . . . • ;. . . . .. . . . . . . ..... . . . . . . . . . ... . . . . ... . . . . ..• more 

An Equal Opportunity Employer 

http:unless.we


payments to farmers, up to $15,000 per person, based on declining crop 
income from falling crop prices - this is the proposal USDA has put before 
the interagency group for some time. It is counter cyclical, unlike the current 

. farm bill which has been cine of our most effective critiquesof that, and 
addresses the immedfate crisis. . 

• 	 ExPANSION OF THE CRP: Call it what you will, but we need to do something to 
. reduce production and while we may want to consider asking for stand-by 
.set-aside authority, which we advocated in 1996 but which this congress 
will turn down flatly, we should come out for some form of multi-year but 
short,·term land retirement program. Farmers would get an annual payment, 
like eRP, and like CRP too would also have to demonstrate some . 
co'nsE!rvation and environmental benefits, in r~turn for idling farm land for 3 
to 5 years. We ought to propose a program of up to 15 million acres -', 
enough to have some production effect. Also, this is another mechanism to 
transfer income tofarmerS: 

• 	 . DIREC::T PURCHASES: The President should direct me to buy $1-$2 billion of 
surplus commodities off the market, like the wheat purchase and donation 
program announced last summer, for foreign donation and domestic uses, 

. such as ethanol and biodiesel. 	 '. 

. 	 " . ,..' 

• 	 FARM STORAGE: All these, crops have togo somewhere, and we are already 
running at 95% plus utilization rates for storage in many parts of the country, 
even before taking in another record soybean crop and the largest corn stoCks 
since 1993. We should advocate an on"farm storage program whereby 
USDA would guarantee financing for the construction of such facilities. 

We are already on record on crop insurance reform, so we have that base covered, 
and need to worry!ess about it now since it will provide emergency aid and the two 
committees are startingto mark up and we can work through that process. We, l)SDA, 
have also talked about some other items that I think merit consideration to the 4 key points 
I noted above, and they are: extension of the dairy price support program and more cotton 
export subsidy funds for the step 2 program. 

I understand the budget complexities we face, and I certainly know the political 
problems,.but overarching everything right now on this subject is, in.my view, a lack ,of . 
leadership - not just from the Administration, but also in Congress, in both parties. This 
package provides that, as well as offering a meaningful and responsible solution. 



.Daniel R~ Glickman 


Office of the' Secretary 
. Washington, D.,C. 20250-0100 

The Honorable John Podesta 
Chief of Staff 
Executive Office of the President 
The White House - West Wing 
Washington, DC 20500. 



MEMORANDUM FOR JOHN PODESTA AND GENE SPERLING 


FROM: Sally Katzen 

SUBJECT: St3:tus of Agriculture Issues 

DATE: March 26, 1999 

The President V'ery much wants to travel to farm country the week after next, and is 
. looking for a message to deliver on such a trip. To that end, the NEC has conducted interagency 
meetings to review various policy options and the political ~mplications of pursing them. 

I. Background 

Through the 1994 crop insurance reform bill and the 1996 farm bill, the Administration 
and Congress attempted to move away from ad hoc disaster and price-support programs and 
toward market-oriented programs, such as crop insurance. After the 1994 Reform Act, producers 
were required to participate in the crop insurance program in order to remain eligible for other 
USDA program benefits. Under this policy, participation soared (from 35 to 80 percent of 
insurable acres); it has, however, tapered off (to 63 percent) since the 1996 farm, bill eliminated 
this "link.'i The 1996 farm bill replaced ad hoc disaster payments with Agricultural Marketing 
Transition Act (AMTA) payments that declined over a seven year period. The amount of . 
AMTA payments was based on a slight cut from CBO projections in 1996 on what. USDA would 
have spent on income support through "deficiency payments." On signing the 1996 farm bill, the 
President expressed concern that the bill did not provide for an adequate safety net in years with 
low levels of farm income. 

U.S~ agriCUlture experienced strong growth from 1994 through 1997. Net cash farm 
income reached a record $61 billion in 1997 as export demand grew and world commodity 
stocks tightened. In 1998, however, regional weather problems 'and multi-year production losses, . 
as well as nation-wide low prices for many commodities, revealed 'shortcomings in the safety net. . 

In response, the Administration negotiated a $6 billion disaster assistance package in the 
FY 1999 Omnibus Appropriations Bill to enhance fann income, $400 million of which was used 

, to increase 1999 crop insurance subSidies. The disaster assistance payments helped to maintain 
farm income in 1998 near the record level set.in 1997 . Nonetheless, these funds were distributed 
based on past participation in USDA programs (AMTA), with the result that roughly six percent 
???'of the largest. farms received thirty-six ??? percent of the payments. Once again, in the 



course of the discussions' about the omnibus bill, the Pr~sident expressed concern that the bill did 
not adeq'uately protect those at the greatest risk. " . 

II., . ' Recent Deve]opments 
, ' 

This year, in the face of USDA projections of continued low prices that might persist 
through 200 1, the Administration sought to seize the initiative and repair the safety net. The 
President, in his State of the Union Address, and the FY 2000 Budget, emphasized that the 
primary means of fixing the safety net would be through crop insurance reform. Although the 
budget did not includ~ funds for crop insurance reform (because of the absence ofagreement on ' 
how to pay for it), Secretary Glickman issued liThe Administration's Principles and Preliminary .' 
Proposals for Refonning Crop Insurance" on February 1st (the day the Budget was released). 
Secretary Glickman stated that it was important to obtain bipartisan agreement on how to finance . 

, the changes. To that end, he planned a series of regional meetings to listen to farmers, other 
stakeholders and members of Congress. Secretary Glickman tentatively plans to begin these 
meetings in early April in _, _ and _" (Note: On March 10th

, the Administrator of the 
USDA's Risk Management' Agency, which administers the crop insurance program, testified 
before the House Agriculture Committee and on the outline of the Administration's crop 
insurance reform proposal, stating it would cost between $2 and $2.5 billion per year.) . 

'The Chairman's Mark of the Senate Budget Resolution includes a reserve of $6 billion 

for "risk management and income assistance for agricultural producers," meaning that the 

Agriculture Committee can report a bill costing $6 billion without identifying offsets. Because, 

however, the resolution also states the reserve is only available ifcrop insurance and other, 

legislation would not result in an on-budget deficit (budget totals excluding the Social Security 

surplus), it would tlot be available for FY 2000 unless other legislation reduces spending by $12 


. ' I ", 

billion under th~ Administration's forecast, or by $3 billion under the Budget Resolution's ' 

assumptions. This flaw in the Budget Resolutions has not been identified by the stakeholders or 

the press; instead, the Republicans are getting credit for allocating $6 billion for crop insurance. 

The House Budget Resolution reportedly also contains a similar $6 billion reserve for "crop . 

insurance. " 


Se.nators Kerry (NE)and Roberts (KS) have sponsored a bill that Senators Grassley and 
Conrad (and a number of other Senators) have co-sponsored, entitled tbe "Crop Insurance for the 
2pt Century Act," that includes many components of the Administration's package (e.g., 
increasing premium subsidies, livestock coverage, and multi-year coverage). In the House, ' 
Congressman POrllleroy (MD)is circulatinga' draft "Crop Insurance Improvement Act of 1999'; 

. that also is similat to the Administration's proposal, although it includes deeper subsidies. 

Overall, Vthite House Legislative Affairs believes that it is unlikely that crop insurance 

reform wiu pass the House and'the Senate this year. Both bodies are having oversight hearings 

and developing piroposals,but neither has tackled the difficult question of how to pay for any 

reforms. Some Senate Democrats, in particular Senators Harkin, Daschle, Leahy, and Durbin, 

have approached the White House about working together on a strategic plan for reforming crop 
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.. 	insurance; som<? remain committed to promoting uncapping the loan rates,expanding antitrust 
authority and other proposals that we have not been enthusiastic about supporting. As with most· . 
agriculture issues, they believe that they can achieve an important objective by helping America's 
farmers, but they also believe it represents a good political message. In the House,. the effort is 
bipartisan, but it will be slow. 

IiI. . Proposals to Reform the Safety Net 
. .' 	 . 

There is cons,ensus among members of the interagency group that crop insurance refo~ 
is the key to enhancing the safety net. There is somewhat less enthusiasm, but nonetheless . 
general agreement, that some fonn of income protection should also be a part ofany proposal. . 
finally, there is a consensll,S that the AMTA payments that are currently in effect are the least . 
effective means of protection against counter-cyclical downturns and least able to put money in . 
the pockets of those who need it the most. Accordingly, the interage~cy group agreed that if it 
were working on a clean slate (and contrary to fact there were no vested interests at stake)' we 
would recommend shifting funds from AMT A payments to crop insurance and income protection 
programs. However, not only are we faced with disappointing farmers' reasonable expectations 
that the AMTA payments (a fundamental benefit of the farm bill) would continue until the·.· 
expiration of the CUlTent fann bill, but as a practical matter, virtually all AMTA payments for FY 
1999 have already been disbursed. Accordingly, no reallocation of program monies could be 
made effective until FY 2000 at the earliest. 

With this background, we looked at two ends of the spectrum. First we examined. what 

we would do if all proposals had to be paid for out of existing USDA programs. USDA and 

DMB have been able to identify only the AMTA payments as a. source of funds. Because of the. 

vested interests in these payments, and the political fallout from disrupting existing expectations, 

there are relativ~ly limited resources available. (Note: USDA estimates no more than $1 billion 

in FY 2000; possible a little bit more, but not much in the following years. OMB has observed 


. that any AMTA cut could be targeted by farm size or income to those who are in more need of 
income assistance, rather than simply reducing payments to all farmers. For example, targeting 
. AMT A payments to farms with less than $100,000 in gross farm sales would provide payments 
to 85 percent of farms while saving an estimated $2 billion annually.) This would support only a 
relatively modest funding increase for crop insurance and a relatively modest income protection 
program, along with a complement of no-cost items such as mandatory price reporting, extension 
of loan repayment schedules and . We could spend more money by cutting more 
deeply into AMTA; the political hurdle of doing so, however, is likely to be high. 

At the other end of the spectrum, we examined what it would take to fix the safety net 
without regard to whether we could identify offsets, orwhere they might come from. Under this 
.aiternative, we would propO$e substantial funding increases to refonnand enhance crop . 
insurance, substantial income protection, and several other components totaling almost $3 
billion, along with the no cost items identified above .. The two cases are discussed in greater 
detail below. .. . . 	 . 
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A. Base Case: ~o Additional M~ney to Agriculture 

In the absence of new (additional) funding for agriculture programs, USDA would . 
substantially scale back its $2.5 billion crop insurance proposal to roughly $500 million. (Recall, 
that the NEC deputies had generally agreed to a $2.5 billion program consisting of increased 
CAT coverage and "buy-up" premium subsidies ($1.5 billion); multi-year coverage ($0.4 
billion); increased.non-insured assistance (NAP) coverage andextending NAP to livestock ($0.4 
billion); providing incentives to private industry to spur product development ($0.15 billion); 
and, producer risk management education ($0.05 billion)). From this menu, USDA would pick' 
up increased premiurn subsidies only, and limitthem to the "buy-up" portion of the policies at a 
cost of approximately $500 million. . 

In addition, USDA would propose a $500 million income assistance program. The most 
salient criticism Of the 1996 farm bill, is that the bill lacks the counter cyclical protection of past 
programs. In order to address that concern, the Administration considered last year proposing a 
one time only payme;ntto farmers equal to 30 percent of the amount by whichgross income ~as 
less than the average· of the preceCling 5 years; that proposal, which was never formally' 
advanced???, would have cost approximately $1.8 billion. Such a program could be dialed 
down and presented not as a single year plan but as a standing program costing approximately' 
$500 million a year. This program has the advantage of beginning to address the counter 
cyclical flaw discussed above" but would not attract the same criticism as uncapping the rate on 

, marketing loans. . , 

The combined cost of the crop insurance reform and the income assistance program 
would be $1 billion. Because AMT~ is a $5 billion program, it would leave more than 80 , 
percent of AMTAfunding in place. Moreover, some of the funds redirected from AMT A would 
end up in the hands of the same farmers, thereby ~educing the 'adverse reaction. Nonetheless, we 
cannot understate the difficulty of changing the rules midstream. Also, we should be clear that 
the proposals would not address the real problems and will likely be viewed as a wholly 
inadequate response .. If would, however, relieve the Administration of the need to identify larg~r 
offsets or spending the surplus. 

B. The Responsible Wish List: Assuming Additional Moniesfor Agriculture 

If USDA did not have to rely exclusively on reductions to other USDA programs in 'order 
to enhance the safety'net, USDA would substantially enhance the 'crop insurance and income . 
assistance programs. In addition, USDA advocates a short term conservation program, 
continuation ofdairy price supports and financing for on-farm storage. This package would also, 
include the no-cost items identified above. 

Crop Insurance Reform: As noted above, crop insurance reform would be the 
cehterpieceof any Administration plan to restore the farm safety net. Even so, USDA is 
prepared to scale bal:k the $2.5 billion proposal to approximately $1.5 billion. These fund would 
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·be used to increase the buy-up subsidy, increase NAP coverage, develop livestock pilot program 
and fund farmer education programs .. (The objective to whichall members of the interagency' 
group subscribe is to increase premium support in a manner that encourages farmers to purchase 
higher levels. of insurance; while additional analysis need to bedone, we believe that placing the 
emphasis on supporting the buy-up levels achieves this objective.) USDA would offset, in part, 
the increased expense of the program by reducing the CAT subsidy, increasing CAT fees or a 
comQination of both. . ' 

. . 

Farm Incom~~ Protection: As noted above, farm income protection presents an 
. opportunity to addressthe concern that current farm programs lack the counter cyclical 
protection of past programs. Accordingly, even with a much scaled up venison of crop 
insurance, USDA is strongly advocating a significant farm income protection program such as 
that described above (which pays a certain percentage of the farm income in a given year if farm 
income drops below a five year average income hy a specified amount). USDA would dial up . 
the level pf support from he base case to an amount that would cost approximately $1.1 billion a 
year. 

Short Term Conservation Reserve: Last year, the Administration developed a proposal 
that ultimately was not included in the omnibus legislation to pay farmers to idle farm land for 3 
to 5 years if they agreed to implement conservation practices on the land during that period. The 
proposal grew largely out of our desire to help farmers (including many in the Upper Plains 
states) whose land was submerged temporarily or unproductive because of disease. The idea still 
resonates for those re:asons, and because of the increasing concern about growing surpluses. In 
additi()n idling more .}and serves as a supply-control mechanism (thereby constraining' 
production) similar to those used durIng the pre-1996 Farm Bill regime. If USDA were to 
establish a program, modeled on the current Conservation Reserve Program, but only requiring 
farrilers to idle. their Hand for 3 to 5 years, it would cost approximately $200 million per year. 

Dairy Price Supports: Very recently, USDA has raised the prospect of continuing price 
. supports beyond Dec:ember 31, 1999, atwhich time they were scheduled to end. USDA is 

reacting to recent plUIruneting prices (after having hit record highs in December, in February, 
. dairy prices registere:d their sharpest one-month drop ever). USDA estimates that if it were to 
extend the program for two years at $10 per hundredweight, a slight increase over the current 
level of $9.80 per hundredweight would cost approximately $100 million a year. Announcing 
such a proposal is particularly timely because USDA recently announced a new milk marketing 
reform plan, that is now pending before Congress. . . 

On-Farm Storage: In the early' 1980's"USDA had authority to finance on-farm st~rage. 
USDA could seek to reinstate the program atan approximate cost of$50 million a year. This. . 
would represent sufficient funding to finance the construction of approximately $1 billion of 
farm storage facilities. 

Taken together, these proposals would cert~nly be. viewed as a serious statement an.d a 
real attempt to fix the safety net. At the same time they are very costly. USDA believes that it 
cannot fund them solely form their own programs, but is willing to donate about $1 billion· from. 
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AMT A payments. This means that the Administration would either have to'spend a portion of, 

the surplus or look fHr offsets in non-agriculture programs (a challenging task, to say the least) .. 


IV. Recommendittion 

'". , . 

If the President were to speak to farm corruriunities in the next several weeks, his first 

emphasis should be on the failure of Congress to pass the supplemental.' He could also -- indeed 

should also-- layout the kinds of things tha{we think need to be done -- the broad parameters of 

crop insurance refonn, income assistance programs, the short tenn conservation reserve, dairy , 

price supports, and on-farm storage. But he has to be clear that we need bipartisan bicameral 

agreement on how to finance the improved safety net. Where is the money to come from in the 


, short tenn and over the longer tenn? He can then say that he has directed Secretary Glickman to 
conduct the listening and learning sessions and challenges the Congress to roll up its sleeves and, " 
think realistically about these problems. He can appeal'to bipartisanship, demanding that . 
Congress put the financial security of the farmers. ahead of politics. ' 
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THE.SECRETARY OF AGRICULTURe:: 

WASHI.NGTON, D.C. 

ZOZ 50,0 I 00 . 

September 4, 1998 

MEMORANDUM FOR THE HONORABLE ERSKINE BOWLES, 

'From:' Secr~etary Glickman 

Subject: Farm Assistance Proposals 

I. 	 . SUPPLEMENTAL CROP INSURANCE BENEFITS 

INDIVIDUAL VS. COUNTY TRIGGER 


We premisjed this proposal on providing assistance to individuals --, not 'counties -- who 
have sufferE!d repeated losses from natural disasters. The proposal measures losses and 
delivers benefits through the crop insurance program which as a result of reforms this 
Administration has advocated and implemented, has likewise become grounded on 
individual, not cO!Jnty experience .. 

A county tl'igger would contravene' both principles. reversing the reforms we have 
made; be IElss effective and less targeted causing enormous inequities, and dramatically 

· increase the workload on the already stressed USDA county office workforce.. 

One of thE: most persistent. and valid, complaints about the old crop insurance 
program was that farmers were not insured based' on their own experience; premiums 
were based not an i"dividual's farm, but the average performance of all farms in a . 
county, thus coverage was limited for d1e most efficient farmers and capped for the 

· ones who suffered larger than. county-average losses. In the years since,we successfully 
pushed thf! 1994·crop insurance reform bill. we now tailor coverage, and thus provide 
indemnities, on aspecific farm's,experience. Why, especially when losses are so severe. 
do we Wcmt to re~erse this policy and stipulate that farmers can benefit only if they farm 
in a county that has been declared a disaster, irrespective of their own losses? 

· Triggering supplemental crop insurance' benefits based on whether a county is declared 

a disaster and not one the individual's losses will be less targeted, not more, and less 


. 'effective in providing assistance to the farmers the proposal is designed to help.' It will 

deny assi!';tanceto many farmers who have. ~uffered very real, and substantial losses, just 

. 	 . . . ' 
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MEMORANDUM FOR ERSKINE BOWLES 
. From Secretary' Glickman' 

. September~! 1998 

because we:lther conditions in the rest of their county were not as severe. 

NC;;t only w6ulda country trigger be inequitable and undercut our goal.of providing aid 
to every farmer who has been hit by successive natural disaster. the appeals that will 
result will swamp USDA field. offices. afthe very time they are under pressure to deliver 
the assistance in the package, provide farm credit, operate the CRP. and cope with the 
enormous· increase in loan activity we are seeing. . , 

In the end. we will payout the same, or nearly the same. amount ofbenefits, but will . 
have creatE!d an administrative and bureaucratic nightmare for farmers, and ourselves. 
Finally, proposing a county trigger will subject us to critic:ism and in the elld, Congress 
will not endorse it; why propose i1;l· 

2. 1 ', INCOME LOSS ASSISTANCE PROGRAM 

Having for weeks and weeks described the crisis in the farm economy as twofold 
. natural disaster losses ~nd weak prices - I remain concerned that the proposal address' :'J 
income 10!iSes, both on the merits. and for political reasons. 

I describet~ the priCes we are now experiencing; we do not beljeve they will improve ' 
over the next several months. In tact, next week, just when we may be releasing this 
proposal, USDA will also be releasing on Friday, September II its next regularly 
scheduled forecast of farm prices. Those projections will show prices going down, 
~ubstantially.lf we do not offer a proposal to address this, I believe we are vulnerable' 
for not addressing a problem we have correctly acknowledged. 

~ 
, ~'. 

One of olJr biggest critiq~es of the 1996 farm bill has been,and remains that it does not· 4,' 
provide counter-cyclical assistance, which is primary function of increasing the cap on' . 
marketinl~ loans. Not only would the income loss assistance proposal we developed 
address that concern, it is consistent with our continual statements about our intent to, 
fix the fa,m bill's flawed safety net. 

Finally; 1 expect the majority in Congress to propose a package addressing farm income . 
losses that may look very much like what USDA has suggested, 'and that I expect we will ; ,'.' 
ultimately embrace. As I said earlier. 1 believe this is an opportunity to lead, and that 'we 
ought to seize it. 

I am, of course, ready to discuss this with you further. 

http:ubstantially.lf
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ota Congressional Delegation 

. '*.' 

. DEPARTMENT OF A6RICULTURE . 
OFFICE OF THE SECRETARV 

.. WASHINGTON. D.C. 20250 

MEMORANDUM FOR WHITE HOUSE CHI 

FROM: 	 .Dan Glickman 

Secretary 


SUBJECT: 	 Your May 21 Meeting with the No 

ISSUE: 

. Senators Kent Conrad, Byron Dorgan, and Representative Earl Pomeroy have requested a 
meeting with you to convey their strong concern about low farm commodity prices, declining 
farm income, and the need, in their. vi~w, for more assertive trade actions on th~ part of the 

. Administration to reverse the decline in farm exports. Their meeting comes at a time when 

farmers in North Dakota and elsewhere in the Northern Great Plains are growing increasingly· 

vocal about the falling prices and their dissatisfactionwith some features of the 1996 Farm Bill. 


DISCUSSION: 

Commodity prices have fallen significantly over the past 18 months. Wheat prices~ for 
example, have·d(~lined by more than $1.00 from year-ago levels, to. aroundS3 per bushel. U.S. 
agricultural expolrts will likely fall below the current official estimate of$56 billion for FY98, . 
which is already down from last year's $57.3 billion and the.FY96 record of$59.8 billion. 
Although total U.S. fann exports declined 4.3 percent for the first six months ofFY98, the fall 
off has been more dramatic in a nu.ri1ber ofour key Asian markets: Korea (-40 percent), Japan 
(-8 percent), Indonesia (-31 percent), and so on. Compounding the problems is record . 
agricultural production worldwide, ~ially among key exporting countries like Argentina, 
Brazil, and Australia, which means that commodity prices are likely to fall still more and remain· 
low at least thrCIUgh the remainder ofthis year. . . 

while there are early warning signals throughout U.S. agriculture, the problem seems to 
, be much worse in North Dakota, where there are few alternatives to wheat production and where 
disease and natural disasters have seriously reduced production and farm income for the past 
three seasonS.. Neighboring states in the Northern Great Plains share this fate to a slightly lesser 
degree (see May 5 ~Str«t Journal artiCle, attached). Continued large inflows of CanacJj~ 
wheat has hei~~tened the sensitivities ofNorthern Plains farmers, and recent reports that the 
European Unkm is sending a shipload (30,OOOtons).ofheavily subsidized ($60/ton) barley to 
California has fueled a public outcry among farmers in the. Northern Plains, and their .. 
Congressional delegations, that the Administration is not doing enough to ensure fair trade for 

.agricultUre. . 

AN EOUAL OPPORTUNiTY EMPLOYER 
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The North Dakota Delegation's Request for EEP, Recognizing that the markets offer the 
only hope for a significant upturn in demand. the Delegation has focused its attention on the 
Export Enhancemerlt Program (EEP). The EEP is our export subsidy program for agricultural ' 
commodities. Und(~ it we calculate and award to the exporter a "bonus payment" that buys 
down the price of~f.S. commodities to world price levels. making us price competitive. The 
EEP has become a mantra for farmers and their representatives in this part ofthe countrY. 
rel!lembering as they do our use of the program to move millions of tons of wheat and lesser 
quantities ofbarley as recently as three years ago.' In your meeting with them, the Delegation ' 
will again request that the program be activated for wheat and probably barley. 

," .' 

EEP's EtIe<;tiveness, My D~partment has iooked carefully at the ~onomic ,and political 
, case for EEP in recent weeks. Our analysis shows that reactivating the program for bulk grains 

would at best have a modest, temporary effect on farmgate prices under currenf world market 

conditions. This is largely because the EU has been measured in the quantity ofsubsidized 


, wheat they have put into world markets -~ their wheat exports this year are down about 
20 percent from a year ago. Als9, reactivating the program for bulk grains ~ould weaken our' 
credibility in the nc~w trade round: In the just-concluded WTO Ministerial, we took a strong 
position in favor of further trade liberalization, and we want to negotiate awayexport subsidies, 

. not increase them. . 

'i The case is djfferent for a processed grain productlikt:? floUr where the EU has 
aggressively subsidized its' way to dominance of the world market and basically removed us asa 
player. Here every tOn sold under EEP would result in additional exports. This led to my 
proposal to the Tnlde Policy Review Group three weeks ago that ,we itlltiate use of EEP for flour. 
This was opposed by economic agencies, largely I believe on philosophical grounds, and in the 
interest ofa timely decision on related proposals I temporarily withdrew the request. ' 

Reconimended Response. In my view we must show a more aggressive response to the 

combination of falling farm income and trade policy provocations. TheAdministration is being 

viewed as passive and reactive and we need to turn this around.. I recommend three specific . 

actions: 


1) We should reactivate'the EEP for wheat flour. 

2) We should immediately constitute a task force comprised ofrepresentatives of 
U.S.Trad~! Representative (USTR), U.S. Department ofAgriculture (USDA) and ' 
U.S. Depiutinent of Commerce (USDOC) to explore all options available to us to 
respond to any further sale ofsubsidized EU barley into this cOuntry.. The task force 
should bring its report with options to the Trade Policy Review Group within 30 days. 

3) The Pre.sident should Write a letterto Prime Minister Chretien endorsing USTR' 
. Barshefsky's and my request to the Canadian Wheat Board for a full audit orall their 
. wheat andbarley sales to.the U.S. and thUd countries (The Canadian·U.S, Free Trade 
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Agreement (~mmits them to an audit of durum sales only, but we have requested a 
full audit). .. . 

Ifyou-would convey to the North Dakota Delegation that we will be taking these 
three actiom~, I believe this would go a long way toward addressing their concerns. I will 
. undertake during the meeting to explain our decision not to proceed with using EEP for 
wheat at thhi time. 

. Attachment 



:. 6EP ' I Farming sliII has liS perKs, Atl'"iUI,
O,"i the Land 01 ' 1.4 million growers are receiving f('d~rai 

, '. . , '"..! ~! chptks 10 pase thpir transition to a lr('\' 


vI market - in fixed amounts, decilnlnl{ t>;:ch

On the ~orthern Plaills. H'ar Ilnlll.the payments end in :!lll)~ T~~ 

payments will total SS.5 billion this ye<:~, , 
, But the federal dollars now comln~ .'Free- )larket Falrrning to Kittson County's 350 farm opprJtlons 

amount to far less than .in bad times past. 
They are to get $6.4 million this year. 1.).--;;Yields Pain. Cpheaval 
less than in 1996, when wheat prices were 
3J~ higher and harvests were bigger. . 

rl'M! bollom line: :'dan;.- of Kitt50n 
County's farmen are sufferin~ IliPlr blf 

After Derei;Ulation. Drup 
itSt rinanciallosses eVtr, '·D(ln!~III.l!ion I) 
turnin, Into a disaster for us. sa}'s Duant 

In Wheat Prices Compels· 
A. Lyberc. preside-nt or the ~orthllo'estem 
State Bank in HaJlock. lhe county seat.

)Iany £!rowers to Quit 
tV.5J --:-5ilS"f'!(f . So much land and used farm equiptnenl 

arenoodin, 1)010 Ihe local markel that 
prll:es are SlOklnlt'. TI'M! numbl'f uf acres 

The Effect Spreads South· 
Kiuson County farmers plantlhlS month to 

By Snm' KIL~WI
.11/ 

. wheat. \ol)( the staple of the local econ· 
Slaf! Rlpo,If" 01 TMC W .• LL ST"£tr.T J" .... ,.~" omy. could fall 10 the lowest level slOce 

KE."'INEDY. ~finn, - Cheap wheal and World War II. Some fields mlrht go fallow 
. bad weather are doing 10 Na than .Johnson for lhe·first time in generations,

what they couldn·t do to th;ree pre(:l.'diri~ For latle of wheal. ont grain elevator 
g-eneralions or 1115 farmmg f:lmily. was sold. For want of cash. groW\!rs are far 

They are defeating him. behind on payinc their bills Ironl Mam . 
Last year. a d; .... ~"'ecalh!d scab wiped Street merchants. Tile merchar.iS worry

out half Ihe wheat he.plililted on the that the to or so rarmers who are quitting 
land around 'his family's 1~81 oomesttad might be Joined next faJl by s('orl'S more. 
near lheCanadian border. And nuw. iI glut I! is a crushing lOSS for a county alrudy SQ 
o( forei~ wheat is pushing down thl" . sparsely populated - mostly wilh dpsttn·
gram's price at tile local elevator lo an dants orScandinaVian immigrants - :h3t 
unprofilable SJ a bushel. These days. ~tr. the counly alias makes room lor (am:l),
Johnson is (r~'lOg 10 rent OUI his lana "n(l pictures, . 
looking for work in the city. ASpreadIng Maluse

IgnOring the plale of homl~made cookies [n~orth Dakota. so many are thl'l.)winl(
on the dmmlt lable'. Ihe lan:ky lJ·year·uld In the towetlhat stale officials got a (t"dHal
blond IiS!enSlo the spring rain pel! Ihe ~nt lasl month co retrain hundreds ~r. kitchen windows and contemplales moving growen for other jobS.. 'I've never Sf.en It
his wife and two daug!lters flul of the tidy as ba.d as this:' says Roger Johnson. ~orthfarmhouse where he grew up. "We can't Dakota CommiSSioner of Agricullure.arrord to Ios~ any 1 more money. and In tile early stages of deregulation.Wft know farming is only goine to get 'the Northern Plains wert the hole in theriskIer:' ~Ir. Johnson says. "Ifs a heck or doughnut Most everywhere else. !hI!'. a deal." changes wert' a boon Cor growers. nw 
An IU Wind Blows , ' RepUblican.con. tro.1It'd. Congress repealed 
. . Across the ~orthem Plains. Ihe long .crop sub$idles - along with controls on 
migration away from agriC1.murt is tum· / what and IIow much fannen could plant.

Jing inlo a stampede. FroITd Monlana to . at a lime when soa.ring exports 10 tbe 
jMinnesot3. thousands who made fheir (t'Owing economie~ of A.s!a had Iilledcrop 
Jiying growing wheat are quilling thf bald prices above Washington s old tattelS•• 
prairie. A blitzard of barnyard iuctions is . With prices higher and the freedom 
sendinr chills down the Main Streets or 1M' 10 plant without restrictions. growers In 
towns that Iive off farmers. the Midwest an<! the Missis~lppi [)rIta 

"We're doing a sale every day," says have been furiOUSly switchinr ilt'DOOI' 
Brad Olstad of Stem~s Auc:tiilneen Inc. in . crops. chasine the hot commodities. Com 
Fa1¥O. N.D. ,"Wheat is a dylilg crop." . has stormed the South. Soybean acreaae 

Bad years are nOlhin, new around .. has swelled by an area equal to aU 1M' 
here. Whftat pricts ,ere krwtr in 1990, tanns in Michiean. Flush wilhcasb. thfSf!. 
when a Similar coineidencie' of bumper farmers have 'been On a' 9hopping sprel'. 
barvesls around the gtobe iiWamped the Sales of row-croP. tractors jumped 12.!r. 
market. The crought or 1988 ~esn'oyt'd last year. The awrage price or Midwd( 
whfat fields. But none of Ihat was as, farm land climbed fl.. : 
deadly 10 (armers as whaf is happeninlt \ But now. the inevitable is happerung. 
flUW; dert'gulation. . . U.S. stockpiles of grain are baUooninll j~t 

Two years aKO. Uncle Sam befan as the cumnq crisis in Asia is..stranrhnlC 
withdrawing from the detades'OId busi' demand for American roods. I,;rop prlct'S 
ness or· protectinlt farmers against the are sinking back [0. eanh. The prlet' uf 
vaprieso( weather and miukets. Grain SQybeanS is 27"\ lower thana year ago. 
and cotton farmers no. lon~errect'lvt' corn is down IS"'. And on lop oflhis.• the , 
"deficiency" payments wh(~n' prices are. transition checkS are beginninr to shrink; 
belOw larget levels. Shelvt'd" 100. was the AgrlcultUft' Department KOnomisI;' are 
dlsuter·ald program Ihat. pumped S1:. slicinr thfirforecast of thIS year ,~.. ntt ..... .. ..... .. ...million into Kennedy and: the mt .of· 
KiUson Coonty after Ihe 1988 drouCftt. 

6o" '"'. ......,.. 

faITl incom~ by $2.6 billion to 5-13 billion. 
dt1wn Ii .sr, from the 1996 record. . 

I.'I..'regulation is facing its firsl bql" 
p<!I:::cal lest. Across the PlainS. whed: 
KTt·\\t'N are crowding into lown halls. 
('0'\';' meeting rooms and high·school gym· . 
naS:I;ms to listen to sympathetic legisla
tON. Agriculture Secretary Dan Glickman. 
stur::;>ing in Aberdee-n. S,D.. in :\pril ror a 
farr.!t'r "safety nef." -·.;·c';~i:.l a stand' , 
'ing'r,'lQm crowd or 1.600 growers. twict' 
what organizers had expecled. 
No Fight Left 

Sen. RIchard Lugar. Chairman or the 
St>nate AgTlculture Committee and an 
architect of dertgulation. is busy swallin~ 
down proposals to roll back the "Freedom 
to Farm" law, But food executives. whoSl' 
companies benefit (rom unreslricted plant· 
jng, are nervous, "We're really ....·orrit"d 
about a political backlash.... says ~rike ' 
Anderson. president of il Maumee. Ohio. 
!{Tam·processing company (hat bears his 
ramily name. . 

The situation in l(jttson County sug· 

gesl.$ thaI dereg\Jlalron is staYing'. and 

for a crim reason: Farmers are giving up. 

Xobody is orgallizing the type of protests 

lhat altracted national allenllon Ine last 

lime so many farmers here were in 


. trouble. That was the mid·l980s debt crisis. 

when Randy Swenson would travel from 


his KHtson County farm to FargO and 

81Smarck to JOin dtmonstralors demand' 

ing a rederalballoul. ~()W. [he IO'YI!~-()ld 


. grOw!!r is just quillinr· . J 
:'Inhard to male it here WIthout 

government help." Mr. Swenson says, 
'But I'm tired of farminr the government. 


I'm washing my hands of it." he says DC 

what was a I. 1011· aCre wheat firm. 


Indeed. (anners aren't as attache1i 

10 their land as they were a decade ago. 


. They I~arned ahud lesson [rom neighbors 
who' hung on to their farms too Jong. losing 
thm financial security CM the trouble. The 
su/,,\;vors oJ thei!l8OS are Quicker to cut 
ttletr losses and prolectthdamlJy balaocr 
sheet 

Altt'r all. rarminr is becoming' more 

a bUSiness and less.a way of life. To ke-ep· 

up. growen today ha~t' 10 understand 

eye,."thinr from genellcally en(1neered 

crops and satellite mapping of solllypes 10 

tledlf/ng on the futures exchances. The 

typiCal grain rarm has Issets of roughly 

SSOO.OOO. . . . I Th 

)Ie. SWl'nson's maUl IS simp e. e 

rovt'fllmenl subsidy that gene.ratts about 

a quarter of his whe~' Income IS e~apol'I.t· 

in,. Growing somelhlDC more profItable IS 

diffKLI.Il this far norUl. So he has laken a 

job in a neighboring county at a. bus·manu· 

faetWinl' plant wilen the starung wage IS 

SIUO an hOur. . .. , 


'I'm &tad we got tile chao(l! to raIse 

our Uds in the counlry." Mr. Swell$On says 

as IUs teenage sons chatter in the livinR 

room. "Bul they're almost crown up.. : .. 

Now rve gol to protect what we have. 


http:diffKLI.Il
http:merchar.iS
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On the Plains, Deregulation·· 

= 


. LoUl~ ~lo(et.'lnOIOn company that ;1" 
slg'nl'd the c-op as a heaHhler subs[JIVt.>Yields Pain and Upheaval for cOCoa buter. 

Lucal bankers say they havl' ne"er 
s€'en so many. farmers QUit on thell' own, 
While that ::0 bad news for lhe local 
economy generally, It is Iimll1l1g the 
fallout. With former filrmers [inding olher 
ways to make a Ilvlrir. bad debts aren't 
snowballing as they did adecade ago: most 
farm banks on the ~orthern Plains are SIIII 
healthy. 
So Little TIme 

'\.:nless Ihe bankers get worril?d, noth· 
Ing will get changed in Congress." says 
Bob Bergland, AKTicullure Secrelary duro 
ing' {he Carter administration. who lives in 
nl'arby Rosea'l. whei'e his ramily gTOwS 
wheat. "The hourglass is running Oul for a 
lot of farmers around here~" . 

Wheat prices W'illsurely rise again, 
But thelong·term otillook is gloomy for 
placl's .such as Kiltsoil County. which was 
built on wheat ind now seems handcuffPd 
to it The short summers stunt most oiher 
crops so farmers here can'! navigate lile 
markets as well as ,",wers in 1I1e Midwest 

\ and the Velta. 
And wheat pliceli are only going to 

get more volatile· under deregulallon. II 
gTOws here because irs so hardy, That also 
makes it a popular crop in a Jot of olher 
counlries. so U.S. wheat faces the most. 
foreign competition of any major crop
competilion thaI many farmers can no 

. longer meet. .. 
.. Up Iheroad in trennedy. population 
3J~. so many farmei'S are qUitting thoU 
power·boal dealer. t.:irm·cheinical dealer 
and City Councilman Jay E. Larson has 
Slopped posting faml·auctlon notices.· on 
the walls orhis bU$jnf~ss. "It got too damn 
depressing." Mr. Lai'SOn says, seated at 
his desk beneath brig-bUy colored (ismn, 
lures Ihat dangle fronl tile cellinr. 

Farmers have yet to pay him S380.000 
for .Ihe field chemica]s lbey applied last 
year, So Ihis sprinr.tae is cloinr business 
on a cash·only basis. "U's never been this 
rough." says Mr. Lar.;on. 38, 

With farmland coming fast onl.o tbe 
markel, real·eslat, plices in the county· 
are slipping for the fil'Sl time in a decade,. 

. Good·quality farmland Ihat last year 
. fetched SI.ooo an aerie now goes for S850. 

And while many fam1ers are quitting on 

their own, some are being turned away by 
theJr banker. 
Dlfftcult Refusals· 

T\'e had 10 cui off a handful of 
I:UYS. guys I've known forever. gu}'.s who 
are my fmnds." says Wayne GjerVold. 
manager of the Hallock branchomce of. 
local lender Farm CrPdit Services; '·11 
hurts·, " 

In tile courthouse basemenl, ihe federal 
Farm Service Agency oHice IS so swamped 
with requests for emergency loans that a 
copy·machine room and junk rOOm were . 
cleared oul ror space to take applIcations. 

"A 101 of Ihese (annen were your. blue:. 


. chippers," says Kelly Turgeon. county 

director, 

Jim Tunheim. the slate legislator here, . 
SItS al his dining' room . table. pointing 
all round him. In the direction of farmers 
he knows who are quilting. "Arnold. 
Lamar, Troy,': he says. He slOPS al eilfht. 
"they 5llould have caJled it 'Freet1om 10 go 
broke.· We're going 10 disappear at this 
rale." 

While most merchants are luming 
against deregulation. one exception is 
Steve Holmgren, manager or the Harvest 
States elevator. Which buys farmers' grain 

. and also sells farming supplies such as 
fertilizer, Mr. Holmgren expects halt his. 
customers to quit over Ihe nex, several 
years. Blil he aJso riguresthat the farmers 
who pick up that land will be so big they 
probably .willwanl help throurhout the 
season. applying seed and (ertilizer ancf 
pesticides, And they W'iJI need lots of· 
advice. " 

. "Farming used to. be a n~bralner. 

You grew wheal, and if you couldn't sell it, 
...the govemmentboughl it:.' Mr. Holmgren 

says, puffing on his pipe as wheat:futures 
.prices nicker on Ihe· compuler scrHn on 

his desk. "Deregulation,is going to swallow 

lhe (armers who won't c~ange." . 


He·is sendinr employees to marketinr 
workshops. sellinI' up a Web sill'. for 
customers and experimenting with crops 
such as canola. an oilseed poPliJar north 0( 
Ille border. He IS arranging for lS farmers 
to grow a genetically enginHred version 
under contract wilh Monsanto Co.. Ihe SI. 

. ----' 

Among ttose farms is one ownt'd bv 
the R~nnlOg brothers. Robert and Tlmo 
th)·. fourth'leneration wht'll growers. 
AbOul one·thrd of their 3,OOO'acre farm 
no...· grows calola. 

·'If we phnted everything to wheat 
lite we used t>. we'd surely have losl mt' 
farm by now: says Robert Rynntng, 3~: 
.A Signature icent 

Changin{ :rop5 ,has been hard, . ft 
requires dlfrel"nt gear andknowlt'dge ,;,1' . 

. different disea:es and bugs, The first tIm!.' 
Roberl planted:anola, he left bare sporS!:1 
the field; he hain't properly adjusted the 
~qutpment lor lie hny seed. Olher sur· 
prises·: The yelow flower slneHs like a 
wet diaper. andtne bees attract bears. 

.The Rynnin~ made money on canola 
lasl year .. But they can't plant much 
more; fields musl be rotated 10 prevent' 
disease. ··We·re still pretty much stuCK 
with wheat," says Timothy Rynning. ·'ao<1 
thaI makes us vulnerable." 

A . w.arm spring is letting farmers 

get into their fields earlier'rhan normal. 

raising hopes (or a. gOOd growing season. 

Standing in Iheir barnyard. the Rynnings 

spot sandhill cranes fl)ing toward tM 

fading sun, They laugh as their black 

Labrador ·'eaps at fro~ croaking fr(om 

inSide a pothole, 


Evenlually the conversaOon turns to 
buddies and neighbors who are lea\'iOl~ 
farming. Timothy Rynning womes about 
his wife. a leacher. School atlt'ndance is 
certain 10 shrink. "Even if we make It.·' . 
rimothy Rynninr says in Ille gathering 
darkness. "it's probably never going (0 be 
as much fun," 



u. S. It:IPORrS OF AGRIClJLroIW.., FISK , FORtSTU PRODUCTS TO ·ALL COUImtIts* 
rr 1993 - 1991 AND JtAI\-TO-OATt C(l(PARISONS 

(I» THOUSJ\NDS OF OOu.M.s) 
Ei:PORr MiMJ(E1': . * ALL COUN'IJU ts· 

FISCAL \TAliS (OCT-SEPT) OCTOBER - K.\RCH ,ctt(PAlU SOlI'S 
PIIOOUCf 1993 1994 1995 1996 1991 1997 1998 'CHANGE 

BlILIt IG1UCUL'lVRAL TOTAL. • • • . . . • . • . • • . • •• 18,913,731. 11,966,741 
'WHF.ll' •••••••.••..•••••••••••... .' ••.••• 4,739,535 4,025,116 
COAI.S1l GJIAIlfS... • . • • • • . • • • • '.' . . • • . ••.• 5,093,583 .,568,545 
RICE •.••••.•••••••.••...•.....•.•.•••. 768,082 890,875 
so'iBlAJS •••••. : .•••. ~ ... : ..•••.••••••• 4,606,097 '.4,160,933 
~.......... : ....................... 1,531,660' 2,306,374 
TOBACCO •••••••••••••••....•.••••.••••.. 1,(42,763 1,.260,181.. 
M.SIS ...•.................••.• ; ....... 206,322 255,306 
PEAIIUrI •••••••..••••••••••••.•.•.•.••• 219,891 170,365 
0THEl BOLl COMMODITIES ................ 299,798 328,445 

II'tEiilU)IA!'E AGRICI1L'I'URAL TOUt••.. ~ .••• . 9,141,156 9,569,222 
WHlAr 11.OUIl. •.•••••••••••..••. '.•..••••• 214,663 201,921 
SO!BEAlf MEAL .••....•.••...'.........•.• 1,146,291 1,013,243 
SO!BEAlf on............................ 327,381 432,830 
VEGEtABLE ons (ElCL SOYBEAlf OIL) ••••• 495~900 607,929 

'FEEDS 'FODDERS (EICL PET FOODS) .•...• 1,124,045 1,718,881 
LIVE AHIHi\.LS. • • . : . . . . . • • • • • • . ' ••.. ~ ...• 482,171 588,413 
HIlliS , sms................ : ......... 1,271,308 1,422,854 

· AlillAL . FArS •• '.' •.••••••••••••••..••••• 509,809 536,195 
PIJUrrDJG SEEDS .• , ••••.••••.•..••..•.••• 664,124 615,223 
SUGUS, SWEETENERS, " BEVERAGE BASts •• 561,513 638,366 
OTHER. Dl'I.'ERHEDIMEPROOUCTS., .......... 1,744,485 . 1,792,107 

<X1fStJCEa.-oRIEMTED AGRICUL'.1'11RAL .TOTAL. • •• 14,741,283 16,320,585 
~·rooos (ElCL NUTS) •••••••••.••••• 952,801 1,q99,166 
BRF.UJ'ASt ctRF.ALS , PAHeAD KII~ ...... 256,343 284,999 
IUD lCFAfS, FRESH/CHILLFD/FROU:I •.••••• 3,100,335 3,193,569. 
RED lCFAfS, PREPA.I\F.D/PRESERVED •.•. : •••• 191,102 248,698 
POULtIlr MEA1' ••• '.' •••••••••••••...••••• 1,030,129 . 1 ;420 ,335 
DAIIIJ' PROOUCTS •••••••••••••• '•••....••• 810,313 183,811 
EGGS , PIIOOUCTS ....................... 141,590 151,451 
FRESH nunt .............. .............. 1,651,383 1,901,064 

· FIlESI VEGE'rABLES •••••.••••.••.•.••• '••• 991,305 968,665 
PROCESSED FRUIT ,~ ....••••.• ~,619,414 1,665,801 
nwtr , VEGEtABLE JUICES •.•••••••.•••• ' . 460,611 516,096 
TlUZ IUrS ...... ; •••• ; ................... 919,150 1,124,031 
WIll' BEER........................... 386,193 481,142 
IlURSEKf PRODUCTS -, CUT FLOiiERS .•.••••• 210,363 191,861 

·PBT rooDS {DOG' CA1' FOOD, .... : ....... 411,191 558,552 
OTHER CQlfSUMER-oRIEMTED PRODUCTS .••••• 1,412,995 1,124,121 

FORESt l'ROOOCTS (ElCL PULP ,'PAPi:lIJ ••••• 1,291,211 1,054 ,119 
LOGS &lID,CHIPS'......................... 2,962,115* 2,683,610 
KARDHOOO LUMBER.•..•...•••••..•..•.•.. 1,061,100 1,101,869 
SOi"llI:)OO AHD TREA1'ED LOMBD. •••••••••• 1,431,S.2* 1,333,108 
PAHEL PROOUCTS (DCL' PL!ROOD, ••••••••• 895,836 940,886 
OTHER VALUE-ADDED WOOD. PROOOC'lS ••••••• 946,019 . 994,046 

FlSB " SWOOD PIIOOUCTS, EDIBLI~ ..•••••• 2,921,684 2,912,246 
SAUDI, WHOLE OB. msCERATED .••..•••••• 592,280 526,982 

· SAUDI, CANHiD••••• : ................... 169,296 . 131,825 
. CRAB ,~••••••••••••••••••••••• 423,719 313,113 

SU'IUHI (FISH pun' ...... , ... :." ..... 230,516 309,369 
ROE " URCHII(FlSH EGGS, ••••••• , .•.•.. 400,584 .408,600 
OTHER EDIBLE FISH' SEAFOOD ••••.•• : ••• 1,111,229 1,156,299 

24,452,852 
4,956,250 
7,411,379 
1,050,286 
5,214,426 
3,496,438* 
1,329,050 

216,600 
214,136 

. 384 ,284 

11 ,458,781 

244,508 


'1,079,083 
808,532* 
917,500· 

1,891,211 . 
511,995 

1,719,435 
810,164* 
619,.331 
661,480 

2,123,539 

18,117 ,630 

1,063,196 


210,322 

4,012,862 


216,595 

1,892,010 

808,064 
165,595 . 

1,960,860 
1,136,564* 
1,902,240 

631,135 
1,108,236 . 

623,246 
196,162 
619,112 

2,050,113 

1,419,152 
2,816,933 
1,196,201 
1,311,923 
1,014,050 
1,020,039 

3,112,280 
538,337 
190,939* 
241,581 
371,893* 
501,060* 

1,328,463 

28,792,24,4 24,143,573 114,490,061 13,1S.,611 
6,886,695 4,123,679 1 1,881,512 2,023,806 
9,337,941 6,920,673 I .,190,115 2,786,615 
1,003,899 961,755 I 517 ,637 641 ,244 
6,312,093 6,950,019*1 4,961,477 4,912,366 
3,028,083 2,737,264 , 1,546,799 1,516,387 
1,392,105 1,611,617*' 892,516 . 156,011 

264,333 261,913 , 142,524 160,510 
215,011 232,986 I 111,536 UO,358 

.351,485 343,667) 179,823 177,252 

10,9S.,889 12,323,946*, 6,552,215 6,864,396 
144,823 138,846 I 11 ,989 64,614 

1,304,653 1,746,494*1 1,113,063 1,373,128 
. 271,185 .'. 515,575 1 340,171 .546,141 

836,388 155,811 1 393,050 513,718 
1,949,734* 1,928,166 , 989,971 .871,138 

541,865. 622,082 , 331,155 410',427. 
1,649;306 . 1,672,653 I 851,164 715,905 

637,366 513,126 1 242,343 298,646· 
126,674 923,988*1' 595,610 512,018 
659,740 720,290 1 345,599 , 321,090 

2,226,556 2,686,301*, 1,271,497 1,165,511 

20,041,654 20,193,043*'10,199,055 10,456,182 
1,142,910 '1,251,186*, 621,241 668,199 

311,618 341,993*1 166,596 180,561 
4,306,998* 3,944,105 , 1,123,009 2,014,586 

338,369 396,594*' 196,958 214,232 
2,384,234 2,516,101*1 1,310,849 1,192,618 . 

131,616 . 813,542*' 378,810 493,908 
208,610 . 215,385*' 116,254 121,316 

1,982,133 .2,083,166*, 935,061 881,210 
919,614 . 1,068,169' 524,219 510,401 

1,918,293 2,054,184*, 1,008,818 1,040,481 
665,145 684,695*, . 320,314 311,102 

1,374,151* 1,282,111 , 115,815 105,698 
613,569 111;613*' 330,320 356,015 
201,142 221,346*, 115,918 136,488 
616,922 144,120*' 312,500 384,545 

2,140,211 2,396,261*, 1,196,192 1,118,036 

1,091,640 1,484,831*, 3,811,603 . 3,163,698 
2,654,301 2,433,708 , 1,281,436 ·881,560 
l,i85,382 1,418,001*, 666,508 641,685 
1,144,150 1,208,155 , 666,935 . 419,651 

996,928 ,1,121,S.I*, 562,657 515,513 
1,116,814 1,303,420*' 628,061 633,222 

2,861,110 ,2,686,990 , 1,393,231 1,142,410 
470,207 312,033 1 . 58,413 42,188 
158,897 135,380 I . 12,461 14,628 
151,012 141,111 I 122,011 95,425 
239,331 322,810 , 191,321 193,016 

.412,250 . 395,343 , 269,853 114,501 
1,369,408 1,)13,653 , 619,046 561,991 

-9.22 
1.22 

-33.50 
11.01 
0.22 

-1.91 
. -15.29 

12.66 
1.91 

. -1.43 

4.16 
-10.24 
23.36 
60.26 
30.70 

-11.40 
23.94 

-15.89 
23.23 
-3.. 95 
-5.36 
-8.17 

2.52 
6.63 
8.38 

10.51 
8.11 

':9.01 
30 .3~ . 
4.35 

-5.11 
8.80 
3.14 

-2.88 
-9.04 
1.80 

11.68 
'3.23 
~1.52 

-11.00 
·31.06 
·2.82 

·31.08 
2.30 
0.82 

-18.00 

-26:82 


2.99 

-21.83 


0.92 
-35.33 
.-11.24 

. AGlUt:m..nIlW. PRODUCT TOTAL 42,802,110 43,856,548 S.,629,263 59,194,187* 51,260,562 131,241,330 30,475,249 -2.45 
AGllIt:m..nIlW., FISH' FORESTRY ~ 53,021,125 53,822,913 65,220,695 69,759,597* 61,432,383 136,446,164 34,181,356 -4.51 

JDLtsIJ BY: CCHIlDM AID HARB'rING PiUlGlWCS/FAS/UStll roB. K)g INFORHMIOJI OR QUESTIONS, ClLL ARlIE PLA.YEIl 
SOUD: U.S. BUREAU or TIlE CENSUS TMD! DM1 . AT (202, 120-9146 TO DISCOSS '8ICO' REPORr 
HOTB:* DENOTES HIGHEST EIPOKr LEVELS SIliCE AT LFASt FY 1910 
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To: . The Honorable Erskine Bowles 

Fu#: (202)456-1907 

.From: U.S. Rep. David Minge (MN) 

Subject: Minnes.Jta CREP Proposal 

Mr. Bowles, 

Date: February 11. 1998 


Pages: ·2, including this cover sheet. 


I am writing as a follow-up to our conversation ofTuesday, Feb. 10, regarding the . 
./ possibility that the President or the Vice President might be interested in participating ill 

the aIUlouncemeht of Minnesota's Conservation Reserve Enhancement Pr~gram (CREP). 

I understand that USDA has tentatively selected Feb. 19 as the likely date for the 
event, which will take place at the Minnesota Valley Natioruil Wildlife Refuge in 
Bloomingtop., Minnesota. Deputy USDA Secretary Richard Rominger-is expected to 
attend, as are Minnesota Governor Arne Carlson, U.S. Sen. Paul Wellstone and myself. It 
would be a great honor ifPresident Clinton or Vice President Gore could attend this . 
monumental event " . . ---------'.. . . , . 

f 

. CREP is a USDA program, administrated through the state's Reinvest In' 
Minnesota (RlM) program., that will set aside up to 190,000 a~res of agricultilralland in 
easments in the Mlinnesota River Basin. These easements wouldconsist ofbuffer strips 
along the river as well as acreage in flood prone and wetland areas in an effort to reduce 
both soil erosion lmd seepage oftoxins into tberiver. . 

The CREP initiativefust became a reality last fall with ~e approvalofMaryland's 
proposal in a ceremony attended by Vice President Gore. Both Minnesota and Illinois are 
awaiting fmal apl,roval of their ·proposals; Minnesota is expecting to receive final 
confirmation this week. . ' 

. ; 

====•. u .... 
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nus excellent program reflects the true dedication of this White House ._"'!..';, 

administration tow:ard achieving much-needed environmental improvements through .~: 
economic incentiv~~s that benefitcommunities in a wide range of ways. I applaud . 
President'Clintona:nd Vice President Gore, as well as officials at CEQ and USDA. for' 
their work on behalfof this important project .. Their participation in this event would 
make this event even more spectacular. . . 

. ,. 

Ifyou have any queStions regarding the program or the event in Minnesota, please 
feel free to contact me or my Legislative Assistant Ross Bennett at 225..2331. 

Again, my thanks for your interest in the MiIUlesota CREP proposal. 

, . 
, 



.. ../;. 
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~. . CHIEF OF STAFF TO THE PRESIDENT . '-~ 
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From: U.S. Rc:p. David Minge (MN) 

Subject: Minnesota CREP Proposal 

Mr. Bowles. 

I am writing as a follow-up to our conversation ofTuesday, Feb~ 10, regarding the ' 
possibility that thc: President or the Vice President might be interested in participating in 
the announcement ofMinnesota's Conservation Reserve Enhancement Program (CREP). 

I understand that USDA has tentatively selected Feb.' 19 as the likely date for the ' 
event, which will take place at the Minnesota Valley National Wildlife Refuge in 
Bloomington, MiJOnesota. Deputy USDA Secretary Richard Rominger·is expected to 
attend, as are Mirim.esota Governor Arne Carlson, U.S. Sen~ Paul Wellstone and myself. It 
would be a great honor ifPtesident Clinton or Vice President' Gore could attend this 
monumental everlt. .,. \ " . , ~ " ' 

CREP is a USDA program, administrated through the state's Reinvest In 
, ,Minnesota (lUM) program, that will set aside up to 190,000 acres of agricultural land in 

easments in the l\fumesota River Basin. These easements would consist ofbuffer strips' 
along the river as well as acreage in flood prone and wetland areas in an effort to reduce 

, both soil erosion and seepage oftoxins into the river. 

TheCREJ> initiative first became a reality last fall with ~e approval ofMaryland's 
proposal in a ceriemony attended by Vice President Gore. Both Minnesota and Illinois are 
awaiting (mal'approval of their proposals; MilUlesota is expecting to receive fini!! 
confinnation this week. ' 

; 
i' 
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This excellent program reflects the true dedication of this White House' ._~. 
administration tow't'trd achieving much-needed environmental.improvements through-~ 
economic incentive:s that benefit communities in a wide range ofways. I applaud . 
PresidenfClintonand Vice President Gore, as well as officials at CEQ and USDA. for' 
their work on behaBfofJhis important project. Their participation in this eventwould 

. make this event evcm more spectacular. 

If you have any questions regarding the program or the event in Minnesota, please 
feel free to contact me or my Legislative Assistant Ross Bennett at 22S..2331. 

Again. my thanks for your interest.in the Minnesota CREP·proposal.· 

http:interest.in
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Notes for AMI Remarks 
, 	 , 

In general, AMI's members tend to be the larger companies; the smallest companies belong to 

another trade group,. Also, this group has a reputation for being fairly conservative. In ' 


,addition to the USDA-specific topics noted below, they will 'also be interested in 
your observatic)ns on Washington in general. ' , 

FOOD SAFETY 

New meat arid poultry inspection system - HACCP, for Hazard Analysis and Critical 
Control Points - is entering its 2nd year of operation. The large and mediumsiz'ed 
plants are operating under it; the small plants come under it next year. Initial reports 
are very prornis,ing: salmonella rates are way down, for example, and consumer groups 
are extremely supportive. 

/ ' 

. 	 " .' . 

While very wary before implementation" and even hostile - AMI referred to it as the 
mega-reg - this group is coming around and beginning to be, supportive. They know and 
are beginning to take to heart a simple message: 'Safe food sells~ USDA's latest quarterly, 
report: on enforcement shows that, notwithstanding the high-profile recalls and plant 
closures, compliance is running at 92%. 

What is coming up? 

I 	 ' 

• 	 USDA Budget: Again this year, USDA has proposed user fees for meatand , 
poult'ry inspection service. The industry hates it, an~ will, like it has for the last 
20 years, kill it.in Congress. ' 

We have proposed a $35 million dollar increase in USDA spending as part of the' 
President's Food Safety Initiative - mostly research and help for stqte inspection " 
programs; AMI will be supportive, in general. 

• 	 Single Food Agency: 'last year's budget include~ $300,000 for the National 
Academy of Sciences study on whether there should a single food agency
combining USDA's Food Safety Inspection Service, FDA, and parts of 
COrrlimerCe, who has seafood, EPA,and others - and Durbin has re-introduced, 
his. bill ~o create one. The next step for the Administration is to respond to the' 
initial phase of the report and to date, the Administration line is that its highest 
priority is implementing HACCP and other regulatory improvements before ' 

, considering organizational changes. 	 ' 
" .'. . . " 	 . 

• 	 Enhanced Recall Authority: In the wake of the AuguSt, 1997 Hudson Food recall, 
I ask.~d Congress to give me mandatory recall authority and the authority to, 
impose cMI penalties. AMI fought it, bitterly; Harkin re-introduced the bill and I 
expect this group to fight it again. 



CONCENTRATIO!'! 

. '.While a continuing concern, the recent drop in hog prices in Nqvember and December 
greatly heightened the attention that the concentration of the meat packing industry has 
received considerable more attention from farm groups and Congress in r~cent weeks . 

. The industry will argue that while it is indeed concentrated, it is not anticompetitiye and 
that theconc:entration is not adversely affecting farmers and 

. 
ranchers. 

. 

... 	 . 

MANDATORY PRIC:E REPORTING 

Several Democratic Senators' and' Members h'ave for the last couple of years introduced 
bills to requit-e the livestock packers to report to USDA the prices they pay for all 
transactions. The argument being that with the growing concentration of the industry 
and the dramatic drop in the number of .transactions that occur on the spot market 
more and more they involve private contracts - the market ought to be more 
transparent to farmers and ranchers. 

AMI fought getting a provision added to the FY99 budget bill to reqUire this -- on 
paperwork glrounds as well as business confidentiality - an'd got Congress to adopt, 
. instead, a very limited pilot program~ . 

• Senatior Daschle re-introduced his bill, which has begun to attract some limited 
. Republican support, and the Administration indicated it will send its own 
legisla,tion to Congress this spring. 

• 	 Meanwhile, I announced last week that I am looking into wheth~r I can .set up my 
own !.ystem using existing authorities.,... I made it at the cattlemen's association' 
annua.l convention last week, and they support it.. AMI will, , expect, continue to 

. fight the concept. 	 . 

TRADE 

• 	 EU Hormone Ban: The EU has until May '3 to lift the ban o'n imports of beef 
from the US grown with hormones, but has indicated it is not likely' to do so and 
is readying another study. Meanwhile, we are drawing upa retaliatory list. - if 
this is: not resolved, it has the potential of a major trade war between us; . 

• 	 . Koreil: The industry is growing concerned about Korea's failure to abide by its 
. Uruguay Round commitment on beef imports, specifically from the US; I have 
. raised the issue, but it remains a sore point. . 
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· Honorable Franklin D. Raines. 
Director 
Office of Managem.ent and Budget 
252 Old Executive Office Building 
Washington, D.C. 20503 

Dear Frank.: 

I am writing to ask for yourr,rsQpa1 jptervention to facilitate settlements· 
of discrimination complaints relate to the Department of Agriculture's (USDA) . 

·	programs, one of the most difficult civil rights problems at USDA. I am . 
committed to settliing these complaints in a fair and timely way, so it is crucially 
important that USDA have a reliable source of funding that can be used when 
needed and without detriment to USDA's ongoing programs. Let me repeat and 
emphasize that last point: If the financing mechanism we are forced to use 
cannibalizes our c)"edit programs, the settlements we are making may, ironically, 
· undennine our broader civil rights initiatives and the progress we are making .. 

. . 

.hi April 1997, USPA proposed to OMB to use the financing and liquidating 
accounts establish,ed under the Credit Reform Act of 1990 to pay these 
settlements. We believed this to be a pruden~ and reasonable approach to this 
problem and still do .. In June 1997, your staff requested that we draft a letter to 
the Attorney General to request the use of the judgment fund because OMB 
intended that the judgment fund would be used to cover these settlements. After 
fUrther discussion" USDA staff submitted a draft letter to your staff for review in 
September~ 	 . 

. We have noW been advised that your staff proposes to use a combination of 
the judgment fund and liquidating accounts for settlements of complaints 
regarding loans obligated or guarantees coInIilitted prior to the October 1,1991 
effective date of the Credit Reform Act, but that all settlements related to loans 
made subsequent to credit reform must be paid from program or salaries and 

.' expenses accounts. This proposal is not acceptable.' 

Many of the settlements are likely to apply to actions which have occurred' 
. since 1991. Every dollar of new program budget authority used for this purpose 

will, result in a reduction of $15 in ne\V direct farm operating loans or $85 in new 
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guaranteed loans. Thus, every $500,000 settlement which is charged to new 
program budget authority WQufd have the effect of reducing our direct farm 
operating loan program by almost $8 million or our guaranteed farm operating 
loan program by over $42 million .. These loans are significantly targeted to the 
same audiences we are trying to help with the settlements; thus,accounting for 
them in this way will reduce, dramatically, the positive work we are beginning to 
.do assisting these borrowers. 

Every dollar of the settlements applied to our salaries and expenses. 
accounts will aggravate the already serious problem we are having with 
reductions-in-force and buyouts as wellve within the amounts appropriated by the. 
Congress for these expenses. . 

I am also concerned that we have been working on this issue for many 
months and still have not reached an acceptable solution. Several of these 
settlements .are no,w due~ so I aminstructing that they be paid out of program 
accounts with the caveat that these accounts will be repaid as quickly as possible· 
after better sources: of funding are identified~ As I said, we continue to assert that 
our initial position, that we proposed to OMB seven months ago, to. use the· 
liquidating and fin:mcing accounts is the most appropriate,: and preferred, method 
to settle these claims. 

Frank, I really need yO'!-U' help on this issue. At a very fundamental level, 
our credibility, spedflcally the credibility we are earning by improving USDA's 
civil rights performance, depends on solving this problem. 

Sincerely, 

DAN GLICKMAN 
. Secretary 
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. Honorable Frankln} D. Raines 
Director 
Office of Management and Budget 
252 Old Executive Office Building 
Washington, D.C. 20503 

Dear Frank: 

.' I.a~ ~ting' to as~ for your rersQvaJ intervention to.fa~ilitate settlements 
of discnnnnation complamts relate to the Department of Agnculture's (USDA) 
prograIns, one of the most difficUlt civil rights problems at USDA. I am 
committed to settling these complaints in a fair and timely way, so It is crucially 
important that US~DA have a reliable source of funding that can be \lsed when 
needed and without detriment to USDA's ongoing programs. Let me repeat and 
emphasize that last point: Ifthe financing mechanism we are forced to use . 
cannibalizes our credit programs, the settlements we are making may; ironically, 
undennine our broader civil rights initiatives aDd the progress we are making ... 

In April 199'7, USDA proposed to OMB to use·the financing and liquidating 
accounts estab1ishE~d under the Credit Reform Act of 1990 to pay these 
settlements.. We believed this to be a prudent and reasonable approach to this 
problem and still do. In June 1997, your staff requested that we draft a. letter to 
the Attorney General to request the use of the judgment fund because OMB 
intended that the judgment fund would be used to cover these settlements. After 
further discussion, USDA staff submitted a draft letter to your staff for review in 
Sept~mber.. . 

. . . 
·We .have now been advised that your staff propo.ses to use a combination of 

the judgment fund and liquidating accounts for settlements of complaints 
regarding loans obligated or guarantees committed prior to the October 1, 1991 
effective date of the Credit Reform Act, but that all settlements related to loans 
made subsequent to credit refonnmust be paid from program or salaries and 
expenses accounts. . This proposal is not acceptable: . 

Many of the settlements are likely to apply to actions ~hich have occurred 
since 199L Every dollar of new program budget authority.used for this purpose 

. will result in a reduction of $15 in new direct farm operating loanS or $85 in new 
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guaranteed loans. Thus, every $500,000 settlement which is charged to new 
program budget authority would have the effect of reducing our direct fami 
operating loan program by almost $8 million or our guaranteed farm operating 
loan program by over $42 million. These loans are significantly targeted to the 
same audiences WE! are trying to help with the settlements, thus, accounting for 
them in this way will reduce, dramatically, the positive work we' are beginning to 
do assisting these borrowers. 

Every dollar of the s~ttlements' applied to our salaries and, expenses 
accounts will aggravate the already serious problem we are having with , 

, reductions-in-force and buyouts as we live within the amounts appropriated bythe 
Congress for these expenses. ' 

I am also concerned that we have been working on this issue for many' 
months and still have not reached an acceptable solution. Several of these, 
settlements are now due, so I ani instructing that they be paid out of program 
accoUnts with the ,caveat that these accounts will be repaid as quickly as possible 
after better sources of funding are identified. As I said, We continue to assert that 

, our initial position, that we proposed to OMB .seven months ago, to use the 
,liquidating and financing accounts is the most appropriate, and preferred, method 
to settle these claims. ' , ' 

Frank, I really need your help on this issue. At a very fundamental level, 
our credibility, spedfically the credibility we are earning by improving USDA's -. 

,civil rights perfOrDlanCe, depends' on solving this problem. ' 

Sincerely, 

DAN GLICKJ.\1AN 
Secretary 

. cc:· Erskine BO.Wles, Chief of s~ to the President/ ~ . 
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