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March 13, 2008
Farm Bill Tug of War Continues as Congress Passes One-month Extension of 2002 Act

The House followed the Senate this week in passing a one-month extension to April 18 of the 2002 Farm Bill as conferees continue to try and hammer out an agreement on spending. The unconfirmed word is both sides of the aisle in both chambers have agreed to about $8-10 billion over 10 years in spending that needs to be offset by cuts in other programs, and that the Senate’s $5-6-billion permanent disaster program continues in play while shaved to $4-4.5 billion.  The White House wants to see about $8 billion in offset spending and refuses to consider about $4 billion in tax increases to pay for it.  House Agriculture Committee Chair Collin Peterson (D, MN) says he is confident a bill will be ready by April 15, and said the White House “plan” for paying for the bill isn’t reasonable. The focus is on the House Ways & Means Committee and the Senate Finance Committee to come up with a plan to offset the new spending. Negotiations have been hampered since Ways & Means Chair Charlie Rangel (D, NY) has been in the hospital with the flu.  Finance Chair Max Baucus (D, MT) said his December, 2007, plan remains on the table, and that his big priority is maintaining the permanent disaster program contained in the Senate bill, but without committing to the current $6-billion price tag. Unrelated to the whole money issue is a proposal that surfaced this week to move fish inspection over time from FDA to USDA, a move favored by catfish farmers who want USDA standards imposed on foreign suppliers. 

White House Farm Bill Offsets Raise Some Eyebrows

The White House put on the table last week its list of possible program cuts that could be made to offset $10 billion in Farm Bill spending. While not rejected out of hand, Democrats in both the House and Senate said many of the proposals are non-negotiable. The most bizarre, even though it’s estimated to save $6.8 billion over 10 years, is an Administration proposal to reduce Medicare spending on home medical equipment, including oxygen tanks for the home-bound elderly. Offset proposals include reclaiming overpayments of unemployment benefits ($3.6 billion); changes to federal health care coverage ($3.7 billion); repeal of an oil and gas research/development program for deepwater drilling ($300 million), some Bureau of Land Management (BLM) land sales and termination of the BLM range improvement fund ($400 million).  In conveying these proposals, the White House also insisted conferees lower payment limitations to farmers with $500,000 adjusted gross income (AGI); holding loan rates, target prices and MILC payment rates at current levels; instituting a revenue-based countercyclical payment program, including a revenue guarantee cap; adjustment of federal dairy programs to limit CCC buildups of dairy stocks; elimination of the sugar-to-ethanol program and permission to USDA to offload surplus sugar without having to send it to ethanol production; eliminating restrictions on program acres to allow the planting of fruits and vegetables, and opposition to changing Cuban trade restrictions. 

Food v. Fuel Wars Heating Up

The dull roar of ag and food processing industry frustration over skyrocketing ingredient prices due to competition for corn and bean supplies with the biofuels industry is about to get a lot louder based on the flurry of press releases hitting the street this week, just in time for the two-week congressional spring recess. The American Feed Industry Assn. (AFIA) said March 12 consumers will see a more dramatic run-up in food prices this summer as feed companies push ingredient cost hikes through the food chain. AFIA President Joel Newman laid out the “perfect storm” of factors forcing food prices higher, starting with crude oil prices topping $100 a barrel and increasing demand for alternative fuels.  “Couple that demand surge with the effect of global livestock liquidation, particularly in the swine industry, increasing export demand for U.S. grains and oilseeds to meet stronger global demand for animal protein, an 11% increase in world feed production – which has led to record low U.S. stocks-to-use ratios – combined with a weak U.S. dollar and significant increase in ag commodity speculators, and you have the inevitable pressure on U.S. food prices,” he said.  Another release cited a report for the Coalition for Balanced Food & Fuel, a Washington, DC, a group of ag producers and processor groups.  In this report, presented at the Annual Meat Conference in Nashville, TN, Dr. Tom Elam, president of Farm Econ, an analysis firm, said he estimates the cumulative costs to the food industry of the federal renewable fuel program will be about $100 billion for 2005-2010. Elam said broiler industry input costs this year are up $3.4 billion (53 cents per bird); turkey input costs are up $646 million ($3.40 per turkey); swine input costs are up $2.9 billion ($38 per hog); cattle input costs are up $2.24 billion ($117 per fed beef animal) and dairy input cost are up $2.7 billion. The American Meat Institute (AMI) issued a similar release, and the Grocery Manufacturers Assn. (GMA) is known to be gearing up for a major campaign on food costs for implementation later this spring. The White House also got involved, with President Bush acknowledging corn-for-ethanol price increases and their impact on consumer food prices and calling for a push on cellulosic feedstock development. 

House GOP Wants Vote on Immigration Enforcement; Senate Sets up Enforcement Caucus

House Republicans this week circulated a discharge petition to bring immigration enforcement legislation to the floor following the two-week spring break that begins this weekend, while several Senators announced formation of the “Border Security and Enforcement First Caucus.”  The House bill, authored by Rep. Heath Shuler (D, NC) with141 cosponsors, would authorize hiring of 8,000 new border agents over five years and enhance technical assistance at border crossings. It would also create a new mandatory employer check system for new hires to replace the current voluntary system, and would deny tax deductions for companies hiring illegal aliens.  Also in play is reform of the H2B visa system, currently capped at 66,000 alien workers annually and which seasonal industries say is far too low to meet their labor needs.  Annual exemptions have been granted allowing up to an additional 50,000 workers into the country, but proponents say the system needs to be reinvented. On the Senate side, a group of southern tier Republicans announced formation of their enforcement caucus, saying the immigrant worker issue is not just amnesty or deportation.  “The mission…of the caucus is to promote…attrition though enforcement and border security. Living illegally in the U.S. will be come more difficult…when the government at all levels enforces all of the laws already on the books,” the group said. 

Fate of FDA Feed Rule Unknown

When it appeared in January FDA was moving to publish its long-awaited final rule expanding restrictions on ruminant feeding practices as part of the Administration’s anti-BSE efforts, 12 national organizations, ranging from feed through cattle production to meat processing, opposed the move as unnecessary given the lack of BSE cases in this country and continuing near-100% compliance with the existing feed rule by feed and rendering companies.  At that time, the Department of Health & Human Services (HHS) requested another 30 days to review enforcement issues related to the rule. It’s been learned a request for yet more time has been received by the Office of Management & Budget (OMB), which must clear the rule for publication in the Federal Register, and word is the delay is “indefinite.”   

Chemical Security Bill Approved by House Panel

A draft chemical security bill was approved by the House Homeland Security Committee this week, but promises to set up a possible major floor fight when considered by the full chamber. At issue for Republicans is a provision of the bill that requires all chemical companies to assess inventories and switch to less dangerous materials and practices. The assessment would be submitted to the Department of Homeland Security (DHS), and DHS would make the determination on shifting materials.  The committee rejected an amendment that would have limited the assessment/switch provision to high-risk facilities only.  The committee accepted an amendment to require companies to submit employee lists for comparison against criminal records, the federal terrorist watch list and immigration data bases. No similar bill has been introduced in the Senate. 

Mexican Truck Experiment Slammed by DOT Report

The Department of Transportation’s (DOT) Inspector General this week released a report saying DOT is not routinely safety checking Mexican trucks and drivers when they cross into the U.S.  The IG’s report said without the routine safety checks, the Federal Motor Carrier Safety Administration (FMCSA) does not have the assurances it’s checked every Mexican truck participating in an Administration experiment that would allow increased access to Mexican trucking as long as all U.S. truck safety standards and driver licensing rules are met.  The report, an interim document, was released just as DOT Secretary Mary Peters was testifying at a Senate transportation committee hearing on the program.  The IG said fewer Mexican companies are participating in the pilot program than expected, making statistical analysis of the safety aspects of the program problematic.  Congressional Democrats, which tried to stop the pilot program, remain outraged that the Bush Administration moved forward despite their opposition.  The program is also being challenged in federal court. 

EPA Proposes CAFO Changes

EPA modified a June, 2006, proposed rule on concentrated animal feeding operations (CAFO) and is seeking public comment on a proposal that only CAFOs which discharge or propose to discharge need to seek a National Pollutant Discharge Elimination System (NPDES) permit.  This would provide a voluntary option for CAFOs to certify they don’t/won’t discharge and provides a system for identifying nutrient management plans, along with alternative rates for the application of manure, litter, and process wastewater when identifying terms of the NMP under the permit.  Details can be found at EPA’s website www.epa.gov/npdes/afo/revisedrule, and a fact sheet on the proposed rulemaking can be found a www.epa.gov/npdes/regulations/cafo_supp_fact_sheet.pdf. 

Calendar of Events:

April 16-19, 2008 – CGFA Annual Convention – Palm Springs Hilton Hotel

May 21-22, 2008 – California Animal Nutrition Conference –Fresno State University Campus

