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Disaster aid to come from farm bill

Congressional leaders last week
wrapped up negotiations on the $397.4
billion omnibus appropriations bill,
including $3.1 billion for weather
disaster aid to farmers and ranchers.

The negotiators agreed to pay for the
agricultural disaster assistance by cut-
ting funding previously authorized for
the Conservation Security Program
under the 2002 farm bill. The Ameri-
can Farm Bureau Federation and sev-
eral of the congressional negotiators
had opposed using farm bill funds to
offset the cost of the disaster program.

AFBF President Bob Stallman
thanked the House and Senate confer-
ees for approving disaster assistance,
saying the aid was “long overdue.” But
he expressed concern that the aid falls
short of what is needed and about the
source of the funds.

“We continue to believe, however,
that the $3.1 billion allocated for di-
saster aid will fall short of meeting the
needs in farm country,” Stallman said.
“We also have grave concerns that the
disaster package is being funded from
money set aside for future farm bill
spending. It is an unfortunate prece-
dent that could undermine important
programs, such as conservation. The
farm bill was not designed to respond
to weather disasters.”

“The farm bill was a very carefully

negotiated agreement, and once you
reopen it, it essentially becomes a
piggy bank susceptible to the whims of

others,” said Rep. Bob Goodlatte (R-
Va.), House Agriculture Committee
See Disaster aid, page 6

Meeting and greeting

Mindy Larsen Poldberg (left), director of national legislative affairs for the
Iowa Farm Bureau Federation, talks with Rep. Steve King (R-Iowa) at the
American Farm Bureau Federation’s Feb. 5 reception on Capitol Hill for new
members of Congress. King was one of several members first elected to Con-
gress last November.

U.S. outlines hemisphere-wide trade plan

Describing its negotiating objectives as
bold and comprehensive, the Office of
the U.S. Trade Representative on Feb.
11 announced an offer to eliminate its
import duties on the majority of in-
dustrial and agricultural imports from
the Western Hemisphere immediately
upon entry into the Free Trade Area of
the Americas.

In addition, the United States is
offering broad access to its services,
investment and government procure-
ment sectors, and is offering that tex-
tiles and apparel imports from the
region would be duty-free in the
United States five years after the FTAA
takes effect, provided other countries
reciprocate.

“The U.S. is already a very open mar-
ket,” said U.S. Trade Representative
Robert Zoellick. “The FTAA will benefit
American farmers, workers, consumers

and businesses by reducing high tariffs
and trade barriers throughout the rest
of the Western Hemisphere, while pro-
moting regional economic growth and
integration.”

The FTAA covers a $13 trillion mar-
ket of 34 countries and nearly 800 mil-
lion people. The region purchases
about 36 percent of all U.S. exports.

According to USTR, the offer “sets an
important benchmark in the market
access negotiations, and demonstrates
U.S. leadership as negotiations move
into a critical and substantive phase.
To encourage other FTAA countries to
make equally ambitious market access
proposals, [the] U.S. offer only extends
to those FTAA countries that put their
own offers on the table.”

The United States offer covers five
key areas of the negotiations: agricul-
ture; consumer and industrial goods;

services; investment; and government
procurement.

Details of the FTAA remain confiden-
tial at this time, but USTR released its
major objectives for the negotiations.
One objective calls for 56 percent of
agricultural imports from countries in
the hemisphere (not already covered
by the North American Free Trade
Agreement) to be duty-free immedi-
ately after FTAA takes effect, while
other agricultural tariffs would fall into
staging categories of five years, 10
years or longer, and would be indi-
vidualized for each country.

Another objective calls for all tariffs
to be subject to negotiation. USTR said
the United States is “putting all agri-
cultural goods on the table and is
ready to move forward with others
willing to do the same.” The tariffs

See Trade plan, page 8
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Celebrating agriculture, working for the future

We have ample reason to celebrate
agriculture—with agriculture’s people
topping the list—and it’s time to invite
others to join us.

That was the lasting message from
the American Farm Bureau Federa-
tion’s 84th annual meeting last month
in Tampa, Fla. This annual gathering
of our members from across the coun-
try always reaffirms my commitment
to and pride in our organization and
our industry. However, agriculture to
us is more than just an industry; it is
our lives, our livelihoods and our
lifeblood.

This year, Farm Bureau is making a
special effort to celebrate people and
the numerous missions we have. But,
we recognize that it’s also time to get
down to work.

Call to action

Farm Bureau’s grassroots members
are the driving force behind our mis-
sion of establishing public policies to
strengthen America’s farm and ranch
families and their businesses. As a
result, we look forward to working
with the 108th Congress. Based on
policy positions determined by our
farmer and rancher delegates at our
recent annual meeting, the AFBF board
of directors has set an aggressive agen-
da for our priority issues in 2003.

THE
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Our delegates reiterated their desire
to protect the integrity of the 2002
farm bill. Farm policy is a prime ex-
ample of how our grassroots members,
agriculture’s people, make an impact.
Delegates at the county, state and
national levels dedicated countless
hours to discussing this issue and
establishing a foundation that will
help producers. Farm Bureau also is
actively encouraging Congress to
improve and complete action on emez-
gency weather disaster assistance for
farmers and ranchers in the nearly
90 percent of all U.S. counties that
received disaster designations in 2001
and 2002.

Another issue on Farm Bureau’s
radar is continuing to build support for
alternative energy. Renewable fuels
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such as ethanol and biodiesel are good
for agriculture and all of America.
Especially in today’s volatile world,
America’s farmers and ranchers are
proud to bolster our nation’s energy
security.

International trade issues continue
to take shape in 2003. Farm Bureau
is committed to improving foreign
market access for U.S. producers and
making sure America serves as a leader
in the continuing World Trade Organi-
zation negotiations. America’s farm
families provide the most abundant
and affordable food supply in the
world. Our producers need fair and
open trade to get their products on
the world market and grow their
businesses.

Another priority this year will be to

seek changes to the tax code that will
benefit producers. Permanently elimi-
nating the death tax, authorizing the
use of Farm and Ranch Risk Manage-
ment Accounts and implementing a
capital gains tax cut remain atop our
list.

Environmental issues, regulatory
reform and transportation issues also
are important priorities in 2003.

Members respond

Our Farm Bureau members, with
their varied challenges, commodities
and situations, worked hard to carve
out a consensus on these issues. I will
never cease to be amazed at that. We
are good at closing ranks for the best
of the whole.

Now is the time to work together to
achieve our common goals for 2003
and beyond. We believe there is great
potential to make substantial progress
on all our priority issues. This is essen-
tial in order to keep agriculture on its
path as a true growth industry.

People, our grassroots members in all
50 states and Puerto Rico, are the foun-
dation on which our organization is
built. You are agriculture’s people.

Our priorities are now before us.
Let’s get to work. Let’s celebrate our
progress, our industry and our people
along the way.

EU’s biotech policies should be challenged soon

By Ron Gaskill

U.S. farmers have lost substantial mar-
kets as a result of the European
Union’s moratorium on approvals of
products enhanced through biotech-
nology. The EU’s moratorium is incon-
sistent with world trade rules that both
the United States and the EU voluntar-
ily agreed to obey.

Farm Bureau believes the only way
to remedy this is to pursue a decision
in the World Trade Organization
that directs the EU to drop its morato-
rium, as well as its equally non-compli-
ant labeling and traceability “solu-
tion.” If the EU fails to abide by the
expected WTO rulings, the United
States should seek retaliatory measures,
if necessary.

U.S. farmers have been given no rea-
son to believe that the EU can reform
its biotech rules without intervention
from the WTO. Failure to abide by a
previous WTO decision against the
EU’s non-compliant ban on hormone-
treated beef is one reason for this lack
of faith in the EU’s leadership and abil-
ity to keep its trade promises.

There is no question that the United
States should challenge the EU’s pro-
tectionism in the WTO, the only ques-
tion is when. In Farm Bureau’s opin-
ion, the answer is “the sooner, the bet-
ter.” With each growing season, U.S.

farmers lose hundreds of millions of
dollars more to the EU’s biotech mora-
torium—they have already lost a bil-
lion dollars in lost corn sales alone. Ev-
ery day we wait only hurts U.S. farmers
more.

Opponents of a WTO proceeding,
including EU leaders, suggest that this
is not the time to initiate a WTO case
because it would create a consumer
backlash and reverse the “progress” the
EU has made on lifting the morato-
rium. While there may be a temporary
backlash against some U.S. foods in
the EU marketplace, consumers who
buy U.S. foods now because they offer
benefits those consumers want have
already made the choice to continue
purchasing those products. Likewise,
those who are anti-biotech have most
likely already switched to alternative
products. Any backlash brought about
by a WTO proceeding is not likely to
be sustained.

Consumer choice is a marketplace
issue, not a political issue. U.S. farmers
are adept at producing what consum-
ers want if the marketplace fairly
rewards them for their effort. If con-
sumers want to choose between bio-
tech and non-biotech foods and they
are willing to pay for the probable
price difference between the two, then
the solution is rightly found in the fair
and open marketplace. The United

States is not interested in forcing con-
sumers in the EU or anywhere to con-
sume foods they do not want.

The EU has the immediate ability to
craft a win-win solution by ending the
moratorium and replacing the current
labeling and traceability proposal with
truthful, not misleading, internation-
ally accepted labeling standards that
would be applicable to those who wish
to have their biotech products labeled.
The result would be true consumer
choice without mandating costly, non-
WTO-compliant and essentially useless
requirements on U.S. farmers and food
producers.

Because the issue of biotechnology
has been made a political rather than a
marketplace issue, U.S. farmers are
inclined to believe that consumer

choice is really a smokescreen for the
true purpose of the moratorium and
proposed labeling and traceability
rules, which is trade protectionism.

The only forum to remedy illegal
trade protectionism is in the WTO.
Waiting to proceed with a case in the
WTO on the EU’s anti-biotech mea-
sures will not make the situation any
better.

The bottom line for U.S. farmers is
that they will not tolerate lost mar-
kets as a result of non-WTO-compliant
government intervention into the
marketplace, either in the EU or
elsewhere.

Ron Gaskill is director of regulatory rela-
tions for the American Farm Bureau Fed-
eration in Washington, D.C.
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Meaty problems in U.S.-Russia trade

The Russian government appears
intent on protecting its domestic meat
and poultry producers from U.S. com-
petition, according to the American
Farm Bureau Federation and several
other U.S. agricultural groups. They
wrote President Bush and urged him to
begin action that could lead to U.S.
sanctions on imports from Russia.

Russia continues to impose inspec-
tion criteria on poultry that the U.S.
industry considers unreasonable. And,
on Jan. 31, Russia revoked all meat
and poultry import licenses and an-
nounced new quotas limiting the
amount of poultry imports, and limit-
ing the amount of beef and pork that
can enter the country at lower tariffs.

“The import quotas on poultry will
cut the exports of chicken leg quarters
to our largest market in half and sig-
nificantly limit pork and beef exports
to Russia,” the groups said. “These
severe restrictions will affect much of
our agricultural sector by depressing
the domestic market for all meats and
decreasing demand for feed grains and
soybeans.”

Despite the administration’s best
efforts to resolve the long-running dis-
pute, said AFBF and the other groups,
the outlook for poultry, pork and beef
trade with Russia continues to deterio-

Egypt courts

An Egyptian official this month pre-
sented his case for an Egypt-U.S. free
trade agreement (FTA) before Washing-
ton-based agriculture and trade groups.

Egyptian Trade Minister Youssef
Boutros-Ghali spoke to a large group
of agriculture and trade associations
Feb. 5 at the American Farm Bureau
Federation'’s office in Washington. He
said the reason for Egypt’s interest in an
FTA with the United States is simple:
“You are the largest market in the
world,” he explained.

He said Egypt’s largest trading part-
ner today is the European Union, but
that bloc includes 15 countries. “Take
it country by country and you are our
largest trading partner,” he added.

Egypt and the EU signed a trade
agreement in 2001, but Boutros-Ghali
said that Egypt does not want to put
all its eggs in one basket.

“Our imports are going to shift more
and more to Europe” as a result of the
Egypt-EU agreement, he said. “That,
for us, is not good.”

Egypt is a net importer of grains,
pulses and possibly meats, and a net
exporter of some fruits and vegetables.

Boutros-Ghali explained the poten-
tial benefits to the United States of an
FTA with Egypt. Although it is a small
country with a population of about 70
million people, the minister described
his country as a gateway to much
larger markets.

“Unless Russia
begins to act as a
reliable trade partner,
a significant United
States response,
including trade
retaliation must be
pursued.”

rate. They asked the president to ini-
tiate an investigation under Section
301 of the Trade Act of 1974. That law
gives the United States authority to
impose sanctions or import duties if
turther consultations fail to resolve the
problem.

The value of U.S. poultry exports to
Russia last year was down 40 percent
from the year before because of a ban
Russia placed on U.S. poultry from
March through August of last year.
U.S. poultry exports to Russia are nor-
mally valued at about $600 million per
year.

Youssef Boutros-Ghali, Egypt’s for-
eign trade minister, visited the
American Farm Bureau Federation to
outline the potential benefits of a
U.S.-Egypt free trade agreement.

“We are a blip on your radar,” he
said. “But we present an entry point to
very large markets. Egypt has FTAs that
link it with 350 million people in
other Mediterranean countries.”

The State Department’s Middle East
Partnership Initiative has focused on
improving economic ties with the
region and increasing economic op-
portunities for Middle Easterners. The
United States already has an FTA with
Egypt’s neighbor, Jordan.

Boutros-Ghali acknowledged that
Egypt has some outdated technical

Under a new veterinary certification
agreement between the United States
and Russia designed to resolve the
poultry dispute, Russian inspectors
visited U.S. poultry plants in Novem-
ber. However, the inspectors did not
approve the plants.

“Unless Russia begins to act as a reli-
able trade partner, a significant United
States response, including trade retalia-
tion must be pursued,” the groups
said.

Russia’s actions on meat and poultry
are especially troublesome in light of
that country’s desire to join the World
Trade Organization and the adminis-
tration’s desire to grant Russia perma-
nent normal trade relations (PNTR)
status, the groups added. Congress
held hearings on PNTR for Russia last
year, but Russia’s ban on U.S. poultry
prevented any significant progress on
the issue.

A handful of senators in January pro-
posed lifting one hurdle to granting
Russia PNTR status, but that was be-
fore Russia imposed new quotas on
meat and poultry imports. The Jack-
son-Vanik amendment passed by Con-
gress in 1974 requires annual reviews
of Russia’s normal trade relations sta-
tus, based on whether Russia allows its
citizens to emigrate freely.

free trade deal with U.S.

barriers to imports that need to be
addressed. They include difficulties in
obtaining import certificates for
imports of U.S. turkey, short shelf-life
requirements that virtually ban im-
ports of many processed agricultural
products, costly labeling requirements
and a ban on imports of beef cuts
with a fat content greater than 7
percent.

In addition, Egypt’s average tariff of
16 percent peaks at 40 percent on
some agricultural imports, a level that
Boutros-Ghali admitted was high.
These issues would presumably be dis-
cussed as part of any FTA negotiations.

Despite these problems, Boutros-
Ghali made a good case for a U.S.-
Egypt FTA, said Teresa Howes, AFBF
trade specialist.

“He was very convincing. A trade
agreement with Egypt would probably
be productive for the United States
both economically and politically. It
could create more market access for
U.S. exports than an agreement with
Australia, given the trade barriers that
country has.”

The administration announced last
November its intentions to pursue an
FTA with Australia, and the U.S. Inter-
national Trade Commission is investi-
gating the benefits of doing so.

The Office of the U.S. Trade Repre-
sentative has not indicated whether it
will pursue an FTA with Egypt.

TRADE UPDATE

Central America

trade talks launched

U.S. Trade Representative Rob-
ert Zoellick last month joined
trade officials from Costa Rica,
El Salvador, Guatemala, Hondu-
ras and Nicaragua to initiate
negotiations on a U.S.-Central
America Free Trade Agreement
(CAFTA), with the goal of elimi-
nating tariffs and other barriers
to trade.

The first round of CAFTA nego-
tiations officially began on Jan.
27 in San José, Costa Rica, and
the second round will be held in
Cincinnati, Ohio, at the end of
this month. Negotiators hope
to complete the agreement by
December 2003.

“CAFTA will give Americans
better access to affordable goods
and promote U.S. exports and
jobs, even as it advances Central
America’s prospects for develop-
ment,” Zoellick said. “This FTA
will reinforce free-market reforms
in the region.”

The agreement will further re-
gional integration in Central
America and complement work
on the Free Trade Area of the
Americas, Zoellick added.

Agriculture is expected to be a
key issue in the talks. According
to USTR, Zoellick and the other
trade ministers agreed on a “spe-
cial framework” to address sani-
tary and phytosanitary issues
regarding agricultural trade. The
framework would focus on re-
solving such problems as import
bans on U.S. pork, poultry and
dairy products.

USTR reported that the United
States exported $9 billion worth
of products to Central American
countries in 2001, a 42 percent
increase since 1996. U.S. imports
totaled $11 billion in 2001, and
74 percent of those products
entered duty-free under the Car-
ibbean Basin Initiative and Gen-
eralized System of Preferences
programs, USTR said.

The ministers agreed on a struc-
ture for the negotiations, consist-
ing of nine rounds of talks
throughout this year.

Zoellick and the ministers also
announced programs to help the
Central American countries com-
pete in the global economy, in-
cluding one to strengthen sci-
ence-based food safety inspection
systems and another to promote
cleaner production.

CAFTA is one facet of a hemi-
sphere-wide vision of a Free
Trade Area of the Americas,
which would eliminate tariffs
among 34 countries in the West-
ern Hemisphere.
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FB to remain diligent on environmental issues

On priority environmental issues for 2003,
the American Farm Bureau Federation will
continue diligent oversight and seek new
opportunities for reform.

On the federal government’s implementa-
tion of the Food Quality Protection Act
(FQPA), continued chemical-by-chemical
oversight will be needed to ensure that crop
protection tools are available.

Under FQPA, the government is reviewing
the registrations of several pesticides to
establish safe tolerances, or residue limits, on
food.

Another issue that requires oversight is
EPA’s regulation of total maximum daily
loads, or limits to pollution discharges into
rivers, ponds and streams.

At the end of last year, EPA proposed the

FARM POLICY

Farm, energy policy remain top

America’s farmers and ranchers fought hard
for a farm bill that allows producers to con-
tinue supplying the United States and the
world with high-quality food and fiber. The
American Farm Bureau Federation will work
to protect the farm bill from attempts to
reduce funding or alter it in any way.

House and Senate negotiators on Feb. 13
reached agreement on the $397.4 billion fis-
cal 2003 omnibus spending bill. The bill in-
cludes $3.1 billion in drought aid, but in-
stead of being offset by an across-the-board
cut, the money is coming out of a conserva-
tion program in the farm bill. Farm Bureau
welcomes funding for disaster aid, but is con-
cerned that the move sets a precedent that
could undermine other farm bill programs.

INTERNATIONAL TRADE

Market access,

American Farm Bureau Federation voting
delegates have reaffirmed support for the
United States’ negotiating position in the
World Trade Organization agriculture nego-
tiations and for improving market access for
U.S. commodities, including products of
biotechnology.

AFBF policy calls for elimination of export
subsidies, elimination of the unlimited and
often trade-distorting “blue box” domestic
support category, and discipline and trans-
parency of state trading enterprises, goals
that were included in the United States’ pack-
age of proposed trade reforms for the current
round of WTO agriculture negotiations.

withdrawal of a regulation Farm Bureau had
fought because it feared the regulation would
add to farmers’ permitting burdens and oper-
ating costs. The comment period on EPA’s
withdrawal just closed. AFBF submitted com-
ments in favor of the withdrawal.

Now it’s time to see what the agency does
on crafting a new rule, said Don Parrish,
AFBF senior director of regulatory relations.
AFBF would like to see a new rule proposed
that encourages more voluntary, incentive-
based controls of agricultural pollution
runoff.

The chances of getting changes to the
Endangered Species Act are slim, so AFBF is
trying to change federal regulations, accord-
ing to Rick Krause, AFBF director of regula-
tory relations.

From ethanol and biodiesel to wind energy
and biomass, U.S. producers have the poten-
tial to generate alternative forms of energy
that help the environment and economy, as
well as their bottom lines.

A group of senators on Feb. 13 introduced
Farm Bureau-supported legislation that would
triple the use of renewable fuels, such as etha-
nol and biodiesel, to 5 billion gallons per year
by 2012. A similar measure was introduced
last year and supported by 69 senators and
President Bush. The measure was included in a
broad energy package that was never enacted.

AFBF also supports funding for research
into new uses of farm products in energy
production, a use requirement for alternative
fuels in federal fleets and continued tax

AFBF President Bob Stallman will head to
Geneva, where the WTO is based, March 16-
20, to present Farm Bureau’s positions on
trade issues just before the next major WTO
deadline. WTO member countries agreed to
make commitments by March 31 of this year
on numerical targets for cutting tariffs and
subsidies and increasing import quotas.

AFBF policies also include support for
shortening the WTO dispute settlement proc-
ess, opposition to reopening the WTO agree-
ment on sanitary and phytosanitary products
and opposition to the precautionary principle
that some countries have used to prevent
imports of products of biotechnology.

“We need to get some results, and we can
best do that through the regulatory ap-
proach,” Krause said.

The federal government recently proposed
new regulations on pesticide use and en-
dangered species that will increase coordina-
tion between federal agencies, so pesticide
users can get one direction from the gov-
ernment instead of three. A public com-
ment period on the proposal ends March
10, and Krause encouraged Farm Bureau
members to comment in favor of the
proposal.

AFBF is also talking with the Fish and
Wildlife Service to make economic impact
analyses part of the process of designating
critical habitat for endangered or threatened
species.

Issues

incentives to encourage the development of
alternative energy sources and uses.

Sen. Pete Domenici (R-N.M), chairman of
the Senate Energy and Natural Resources
Committee, said earlier this month that he
plans to begin work on energy legislation in
the spring and hopes to have it wrapped up
by the summer. Bush on Feb. 6 also com-
mented that he would like to sign into law
omnibus energy legislation this year.

Domenici said he plans to hold a series
of hearings over the next two months to
focus on oil supply and prices, the fiscal
2004 budgets for the Interior and Energy
departments, energy production on federal
lands and federal programs for energy effi-
ciency and conservation.

trade talks are FB priorities

Farm Bureau opposes any foreign coun-
tries’ import restrictions, labeling or segre-
gation requirements of biotech commodi-
ties that have been certified by the scien-
tific community as safe and not significant-
ly different from other varieties of that
commodity.

AFBF in December urged President Bush to
initiate a WTO case against the European
Union’s moratorium on approvals of biotech
crops. The president’s Cabinet was to meet
earlier this month to review the pros and
cons of pursuing a WTO case and decide
what to do, but the meeting has been post-
poned twice.
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REGULATORY REFORM

Farm Bureau seeks regulatory reform

Because America’s farmers and ranchers pay
about $20 billion per year to comply with
federal regulations, the American Farm
Bureau Federation continues to work for
rules and regulations that are based on
sound science and display a reasonable bal-
ance of risks and benefits.

Farm Bureau has been active in providing
comment on the costs and benefits of federal
regulations through the administration’s
Office of Information and Regulatory Affairs
(OIRA), which is housed in the Office of
Management and Budget.

Producers need labor laws that allow for a
sufficient legal and stable labor force, and
reform of farm labor laws and regulations
remains a Farm Bureau priority.

AFBF supports certain reforms of the

H-2a guest worker program to ensure a suffi-
cient workforce. The reforms include allow-
ing employers to pay temporary foreign
workers at least the agricultural prevailing
wage rather than the inflated “adverse ef-
fect wage rate,” streamlining the H-2a appli-
cation process and providing for a one-
time opportunity for fraudulently docu-
mented workers to earn an adjustment of
status to transition into the reformed H-2a
program.

A court decision last fall could have a nega-
tive impact on the H-2a program. The 11th
U.S. Circuit Court of Appeals ruled in
Arriaga, et al. v. Florida Pacific Farms, et al.,
that growers must reimburse migrant labor-
ers, during their first week on the job, for vir-
tually all pre-employment travel expenses.

Farm Bureau is working to get the Labor
Department to file a friend-of-the-court brief
urging a reversal of the decision.

Farm Bureau is also committed to main-
taining competitive agriculture by ensuring
markets are open to all producers and that
those markets offer fair prices for products.

Last year, AFBF delegates supported a ban
on packer ownership of livestock 14 days
before slaughter, but removed that language
this year. Instead, the Farm Bureau board of
directors recently established a task force to
study the effect on agriculture that a ban on
packer ownership of livestock would have.
Results of the study are expected in June.
Until the study is complete, Farm Bureau will
oppose the movement of any legislation for
or against packer ownership.

TAXES

Tax issues remain top Farm Bureau priority

The American Farm Bureau Federation
opposes any tax on capital gains. Taxes are
imposed on farmers and ranchers when they
sell land, buildings and livestock, business
transactions that farmers often take to re-
main competitive. In addition, when retiring
farmers and ranchers sell their property, they
often have to “build in” the cost of paying
capital gains taxes to recoup all of their in-
vestment. But, the result is a higher cost for
young farmers to buy land and buildings.
Recognizing that capital gains taxes may
not be repealed all at once, AFBF voting dele-
gates have outlined how they would like
Congress to reform capital gains taxes until
they are fully repealed. The most significant
reforms include cutting the capital gains tax

Getting farm products, inputs to

Agriculture depends on an expansive, well-
maintained transportation network to deliver
products across the nation and throughout
the world.

Sixty percent of exported U.S. agricultural
products travel down the Mississippi River
before reaching their final destination. An
up-to-date system of locks and dams is cru-
cial in maintaining efficient water transpor-
tation. Congestion along the Mississippi ulti-
mately equals lost income for farmers, which
is why the American Farm Bureau Federation
supports reauthorization of the Water Re-
sources Development Act. The act funds U.S.
Army Corps of Engineers projects, includ-

rate to no more than 15 percent, excluding
the sale of agricultural land that remains in
production and excluding payments to land-
owners for conservation easements, among
other things.

AFBF policy also calls for “creating a pretax
savings account as a risk management tool
for farmers and ranchers....” Legislation to al-
low farmers and ranchers to save for a rainy
day and defer paying taxes on the saved
earnings by putting money into FARRM ac-
counts was introduced in the last Congress,
but has yet to be reintroduced in the 108th
Congress. Pat Wolff, an AFBF tax specialist,
said AFBF would be working with the spon-
sors of last year’s bills to get legislation creat-
ing FARRM accounts reintroduced this year.

ing locks and dams for inland waterway
navigation, harbor dredging, flood control
and irrigation.

The U.S. highway system also requires
adequate funding to help get farm products
to market. AFBF supports language in the
$240 billion transportation bill, to be reau-
thorized this October, that money generated
from the Highway Trust Fund only be spent
on highway projects.

Farm Bureau continues to support the
ethanol tax credit to encourage growth in
the ethanol industry. Existing law taxes fuel
that contains 10 percent ethanol at 13.1
cents per gallon, while standard gasoline is

AFBF policy on estate taxes, or the death
tax, is unequivocal. “We support permanent
repeal of federal estate taxes,” the policy
says. Sen. Jon Kyl (R-Ariz.) has introduced a
bill (S. 169) to make death tax repeal perma-
nent as early as 2005, and Reps. Jennifer
Dunn (R-Wash.) and Bud Cramer (D-Ala.)
have introduced a bill (H.R. 57) to do so
in 2011. Under current law, the existing
death tax phase-out will expire and the
tax will return in full in 2011 unless Con-
gress permanently repeals death taxes before
then.

Last year, the House passed legislation to
repeal the death tax permanently, but the
Senate was four votes shy of the 60 votes
needed for passage.

TRANSPORTATION

market

taxed at 18.4 cents per gallon. Currently, 2.5
cents of the 13.1 cents per gallon from etha-
nol is deposited in the general fund, which
Farm Bureau believes should instead go into
the Highway Trust Fund.

AFBF remains opposed to any increases in
the federal gas tax because of the negative
effect those increases would have on farm
production and marketing costs.

Farm Bureau is also working to maintain
tull exemptions on hours-of-service regula-
tions for agriculture in the transportation
bill. The rule regulates the number of hours
that commercial vehicle drivers can spend
behind the wheel without resting.

_—
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Effort to freeze
phase-out of
fumigant fails

An American Farm Bureau Federa-
tion-led effort to freeze the phase-
out of methyl bromide was quashed
in conference negotiations on the
omnibus appropriations bill.

AFBF had been working with the
administration and members of
Congress to insert a rider in the fis-
cal 2003 omnibus appropriations
bill to prevent the Environmental
Protection Agency from requiring
any further reductions in methyl
bromide use beyond 50 percent of
the 1991 baseline. Under the Mon-
treal Protocol, an international
environmental treaty, U.S. use of
the pesticide must be reduced to
50 percent in 2002, 30 percent in
2003 and 2004 and zero in 2005.

While several members of Con-
gress, including Reps. Adam Put-
nam (R-Fla.), Jack Kingston (R-Ga.),
Marion Berry (D-Ark.), Allen Boyd
(D-Fla.) and Roy Blunt (R-Mo.),
were very helpful, Farm Bureau
found that the administration did
not get behind the effort, accord-
ing to Mark Maslyn, AFBF deputy
executive director of public policy.

“We are very disappointed,”
Maslyn said. “In light of all the
work that’s been done to come up
with alternatives to methyl bro-
mide, and the fact that freezing
the phase-out would have made
no material difference to our abil-
ity to reach our overall environ-
mental goals, this delay in the
phase-out made sense.”

The United States has spent
about $150 million on research to
develop alternatives to methyl bro-
mide. So far, no workable alterna-
tives have been found for certain
uses, including production of to-
matoes, peppers and strawberries.

In addition, many of U.S. agri-
culture’s global competitors have
13 more years to use the chemical,
and production is even being
ramped up in some countries, in-
cluding China.

“These are our competitors, and
this gives them a direct advantage
over U.S. farmers,” said Maslyn.

AFBF will continue to monitor
the process of requesting exemp-
tions from the phase-out for criti-
cal uses, Maslyn said, as well as
look for other legislative vehicles
to move a delay of the phase-out.

“Some farmers won't be in busi-
ness without alternatives,” Maslyn
added. “It’s that serious.”

Methyl bromide is a highly effec-
tive fumigant used to control in-
sects, nematodes, weeds and patho-
gens in more than 100 crops, and
in forests and ornamental nurseries.

Comments needed on wetlands rule

The American Farm Bureau Federa-
tion is encouraging Farm Bureau mem-
bers to comment in favor of a U.S. gov-
ernment proposal on wetlands protec-
tion regulations. The proposal would
bring government rules in line with a
Supreme Court decision that limits fed-
eral jurisdiction over wetlands.

“Farmers and ranchers need this
clarification of the government’s juris-
diction so they don’t have to wonder
whether they are running afoul of the
law or not,” said Don Parrish, AFBF
senior director of regulatory relations.
“Right now, the situation is very
confusing.”

The Supreme Court ruled last year,
in the Solid Waste Agency of Northern
Cook County (SWANCC) v. U.S. Army
Corps of Engineers, that non-navi-
gable, intrastate waters and isolated
wetlands are not subject to federal
oversight under the Clean Water Act.
But other federal and state laws still

give the government some jurisdiction
over these waters and wetlands.

In order for farmers and ranchers to
know where they stand on complying
with environmental laws, the govern-
ment must clarify its jurisdiction under
the Supreme Court ruling, according to
Parrish. But some see the regulation as a
weakening of the Clean Water Act, and
would rather the Environmental Protec-
tion Agency maintain the status quo.

“There is a perception that if the gov-
ernment does not issue new regula-
tions, there will be greater environmen-
tal protection of these waters and wet-
lands,” Parrish explained. “Of course,
that’s not true. But, a result of that per-
ception is a significant campaign by
some groups to get people to write EPA
and say it shouldn’t issue the new regu-
lations. Most of these people probably
don’t understand the issue and are
therefore easily convinced that the
regulation is bad for the environment.”

“Farmers and ranchers know first-
hand the impacts of federal wetlands
jurisdiction and they are making their
voices heard on this issue,” said Mark
Maslyn, AFBF deputy executive direc-
tor of public policy. “EPA’s actions on
how and when to implement the
Supreme Court’s decision on wetlands
will have a significant impact on day-
to-day farming decisions and many in
agriculture will be watching. It will
send an important message as to
whether government agencies must
comply with Supreme Court decisions
when they favor agriculture.”

If anyone doesn’t understand the
importance of the wetlands regulation,
or doesn’t know how to go about com-
menting to the government, they
should get in touch with their state
Farm Bureau or visit the AFBF Web site
and learn more about it, said Parrish.

The deadline for public comments on
EPA’s proposed regulation is March 3.

AFBF files petition in Pronsolino case

The American Farm Bureau Federa-
tion, along with the California Farm
Bureau Federation, the Mendocino
County Farm Bureau and Mendocino
County landowners Guido and Betty
Pronsolino, has filed a petition asking
the Supreme Court to review a Clean
Water Act (CWA) case that could
adversely affect farmers and ranchers
across the nation.

The Farm Bureau petition asks the
nation’s highest court to review the
U.S. Ninth Circuit Court ruling in
the case Pronsolino v. Nastri. The
Ninth Circuit upheld a trial court deci-
sion, which ruled that non-point
sources, such as agriculture, are subject
to Environmental Protection Agency
regulations.

The current ruling holds that federal
limits on water pollution—EPA’s total
maximum daily load (TMDL) regula-
tions—apply to non-point sources
even though the CWA restricts federal
regulation only to point source pollut-
ants, such as end-of-pipe discharges.

Non-point sources can include run-

off from suburban lawns, forests, farms
and rural lands. Pollution from non-
point sources is unpredictable and
difficult to measure. Farm Bureau
argues that is the very reason Congress
intended direct federal regulation un-
der the CWA to apply to point source
pollutants only. Point source pollut-
ants, which include mostly industrial
and municipal waste, can be measured
and controlled with more precision.
Non-point pollution is regulated by
states under a separate section of the
CWA.

The Farm Bureau petition, filed Feb.
6, asks the Supreme Court to resolve
several questions, including: whether
the CWA requires a state to identify
all sub-standard waters within its
boundaries, including those impaired
only by non-point sources, and estab-
lish TMDLs for those waters; whether
the U.S. Ninth Circuit violated the
Supreme Court’s precedents by defer-
ring to EPA’s regulations before analyz-
ing their meaning; and whether per-
mitting EPA to establish TMDLs for

waters impaired only by non-point
sources, and thereby imposing corre-
sponding land use controls, constitutes
an “impermissible federal intrusion
into a core state function” without a
clear statement from Congress.

In addition, the petition argues that
agricultural and forestry runoff—gener-
ally the result of heavy rains—can be
controlled by land use activities, but
that is a task Congress left expressly to
state governments.

The Pronsolino family could face
more than $1 million in losses for
their properties in the Garcia River
watershed as a result of the court rul-
ing. Even though the river is affected
by non-point source pollution only,
the ruling would allow EPA to require
California to restrict the landowners’
permits for logging and farming.

The government will have an oppor-
tunity to respond to the petition, after
which the Farm Bureau petitioners will
reply. The Supreme Court is expected
to make a decision whether to accept
the appeal by June.

Disaster aid to come from farm bill

continued from page 1
chairman, during the omnibus nego-
tiations, before the deal was reached.
“It is the strongly held opinion of the
Republicans on the House Agriculture
Committee that reopening the farm
bill is simply not in the interest of the
American farming community.”
Lawmakers also reportedly agreed on
how to target the assistance, although
details of the agreement were not avail-
able. The original Senate language
would have provided assistance to any
farmer in a county designated a natural

disaster area. In response to criticism
that the aid could go to farmers who
did not need it, the conferees agreed to
target the aid to farmers who were
hardest hit by drought and flooding in
2001 and 2002. Stallman said the disas-
ter package “appears better targeted
than earlier proposals, meaning it will
get help to those who need it most.”

About 90 percent of the counties in
the country were declared natural
disaster areas in 2002, and more than
40 percent were so designated in both
2001 and 2002.

The disagreement over how to pay
for the disaster assistance had been
the largest sticking point on the omni-
bus appropriations bill, which rolled
together 11 of 13 spending bills that
Congress typically approves each
year. The funds are to pay for govern-
ment operations in the current fiscal
year, which is nearly five months
completed.

Until the appropriations bill was
done, government agencies had to
operate with the same budgets they had
in fiscal 2002.
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More work needed to kill death tax in some states

Like the determined villain in a bad
horror movie, the estate tax will take
more than a single stab to be killed. In
a handful of states, legislation to elimi-
nate the tax must be passed in state
legislatures or else the tax will live on,
even after it is repealed by a federal
law that Congress passed in 2001.

Legislators in other states are passing
legislation to decouple from the fed-
eral phase-out and preserve their death
tax. They bemoan the loss of tax rev-
enue at just the time when state bud-
gets are worsening due to the slow
economy. The federal phase-out will
cost states more than $4 billion a year
in lost revenue, according to the Fed-
eration of Tax Administrators.

Nearly two years ago, Congress
passed the Economic Growth and Tax
Relief Reconciliation Act (EGTRRA),
which phases out the federal death tax
over 10 years and eliminates it for one
year in 2010. The law also reduces the
amount of a state death tax credit over
four years and eliminates it in 2005.

Ever since federal estate taxes began
in 1929, state governments have
picked up revenue from the federal
estate tax through the state death tax
credit, or “pick-up tax.” Estates take a
dollar-for-dollar credit on their federal
tax bill for the amount already paid
to the state. The state gets some
money, the feds get some money and
the estate, at least, isn’t out any more
money than it would have to pay
under the federal death tax, except in
the few states that impose a separate,
supplemental death tax.

In most states, the pick-up tax is
phased out automatically in conform-
ance with the EGTRRA. No state legis-
lation is needed. In five states, how-
ever—New York, North Carolina,
Oregon, Virginia and Washington—
the relevant state tax laws are pegged
to federal law as it existed prior to
enactment of EGTRRA, and new state
laws must be passed to bring the states
estate tax collection in line with cur-
rent federal law.

As a result, farmers and ranchers and
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others in those states must lobby their
state legislators if they want to benefit
from federal elimination of death
taxes. Efforts are under way in all five
states to fix the problem.

Since the end result of the pick-up
tax phase-out and states’ different leg-
islative responses will be a patchwork
of estate tax rules around the country,
some business owners will see fit to
relocate to a state where no state estate
tax exists to protect their assets from
dilution when they die. But the farm
can’t be moved, and farmers and
ranchers will end up holding the bag if
their states either remain decoupled or
pass legislation to decouple from the
federal phase-out.

Virginia Farm Bureau Federation
(VFBF) members have succeeded at get-
ting their state Senate and House to
pass an identical pair of bills conform-
ing to the federal phase-out. Without
the legislation, the state death tax
would continue to have a devastating
economic impact on Virginia’s farm-
ers, according to Martha Moore,
VEFBF’s director of public affairs.

“The majority of a farmer’s assets are
usually tied up in land, equipment and

CSP open for comment

mental regulations.

The government’s plans for implementing the new Conservation Security
Program, authorized in the 2002 farm bill, are available for public comment.
Bruce Knight, chief of the Agriculture Department’s Natural Resources Conser-
vation Service, announced last week that an advance notice of proposed
rulemaking on the new program would be published in the Federal Register,
and public comments would be accepted for 30 days after that. Because the
CSP is a new program, farmers and ranchers have been eager to see details
from the department on how it would administer the program. The CSP is a
voluntary, incentives-based program that provides financial and technical help
for farmers and ranchers to implement conservation practices on private,
working lands. It will also help cover the cost of complying with federal environ-

buildings,” Moore said. “Because of
this, the death tax causes a significant
financial strain when parents die and
children are forced to sell their farms
piece by piece.”

The bills passed Jan. 29, shortly after
VFBF held its annual Legislative Day at
the state capitol in Richmond. About
130 farmers took part in pressing for
the tax relief.

Although Virginia Gov. Mark Warner
(D) has indicated that he will veto the

bills, according to Moore, the number
of yea votes for each bill indicates that
a veto would be overridden. If the gov-
ernor vetoes, the vote to override
would take place in April. If the bills
become law, the new law would go
into effect at the start of 2004, reduc-
ing the Virginia estate tax 75 percent
that year and fully repealing it in 2005.
Another group of states—Maine,
Maryland, Massachusetts, Minnesota,
Nebraska, New Jersey, North Carolina,
Pennsylvania, Rhode Island, Vermont
and Wisconsin—have gone in the
opposite direction and passed legisla-
tion to offset the federal phase-out of
the pick-up tax by imposing a state
death tax. Other states that are feeling
the budget pinch could follow suit.
“This puts state Farm Bureaus in a
tough position,” said Pat Wolff, Ameri-
can Farm Bureau Federation tax spe-
cialist. “At the same time they are
working to eliminate death taxes per-
manently on the federal level, they
have to watch what the other hand is
doing on state death taxes.”
Permanent elimination of estate
taxes is a top policy priority for AFBF.
Whether it’s a federal or state tax,
Wolff said, death taxes are bad for
family farms and efforts to prevent fur-
ther development of rural lands, be-
cause heirs often have to sell the fam-
ily farm to pay the taxes.

River battles rage on

Even with precipitation from winter
storms, one-fifth of the United States
remains in a drought and some Plains
and Western states are experiencing
the worst drought conditions in a cen-
tury, according to the National Oce-
anic and Atmospheric Administration.

The U.S. Coast Guard last month
continued to close off sections of the
Mississippi River due to ongoing
drought conditions. Barges ran
aground because of the river’s low
water level, slowing export traffic
down the waterway.

The domino effect starts in the West,
where continuing drought conditions
have led to lower water levels in the
Missouri River reservoirs. This results
in lower Missouri River flows stream-
ing into the Mississippi River, ulti-
mately hampering navigation down
the river all the way to the Gulf of
Mexico.

Sen. Kit Bond (R-Mo.) is pushing for
legislation that would release water
from the upper Missouri River to help
barge traffic downstream. Opponents
to the language believe releasing water
would be detrimental to upstream
states that rely on tourism dollars from
recreation users.

Bond’s plan would allow the U.S.
Army Corps of Engineers to make
flow-to-target releases on the Missouri

River instead of steady releases. The
move would use less water since tribu-
tary inflows would be used to meet
navigation target needs. Additionally,
the Corps would have the authority to
relocate threatened and endangered
bird species that could be harmed by
additional releases.

The American Farm Bureau Federa-
tion believes the combination of flow-
to-target releases and bird relocation
would protect threatened species while
achieving policy goals.

The battle over how best to manage
the Missouri River has raged for many
years. The Corps has studied a revision
to its Missouri River management
plan for 14 years. The Fish and Wild-
life Service in 2000 issued an opinion
that claimed current activity on the
Missouri threatened endangered spe-
cies by damaging habitat. FWS pro-
posed increasing water flows in the
spring and decreasing them in the
summer.

AFBF policy states that the Corps
should maintain the current water
control plan and should not deviate
from established standards. That
policy reflects concerns about the
potential for flooding of agricultural
lands and potential harm to naviga-
tion on the Missouri and Mississippi
rivers if a spring rise is allowed.
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Food Check—Out Day shows affordablllty of food

To recognize the efficiency and pro-
ductivity of America’s farmers and
ranchers and their contribution to
food affordability, the American Farm
Bureau Federation and the American
Farm Bureau Women’s Committee
commemorated Food Check-Out Day
on Feb. 6.

The event is held each year on the
day when Americans, on average, have
earned enough to pay for their yearly
food supply. In contrast to the 37 days
it takes the average American to pay
for food, it took Americans more than
115 days to pay their federal, state and
local taxes last year.

In addition to highlighting the
affordability and abundance of food in
the United States, AFBF uses the event
to call for policies that increase farm-
ers’ profitability. AFBF also makes a
sizeable food contribution to the
Ronald McDonald House charities dur-
ing the event. Ronald McDonald
Houses provide lodging and meals for
children who are being treated for seri-
ous illnesses and their families.

This year’s event was held in New
Orleans, and the food donation went
to the Ronald McDonald House there.
After the food was delivered on a red
Case [H farm tractor, the Women'’s
Committee members, AFBF President
Bob Stallman and other volunteers
formed a “human chain,” symbolizing

Terry Gilbert, Ronald McDonald, AFBF President Bob Stallman and Denise
Hymel (left to right), chairperson of the Louisiana Farm Bureau Women's
Committee, get the “human food chain” started to deliver food packages
from a tractor to the New Orleans Ronald McDonald House.

America’s efficient food production
system that starts out on the nation’s
farms and ranches.

Groceries were passed along the
chain to fill the food pantry of the
Ronald McDonald House in New Or-
leans. Farm Bureau members made
similar food donations to Ronald
McDonald Houses in other locations

around the

Lynn Giuffria (left), executive director of Ronald McDonald
House Charities, and Terry Gilbert, chairperson of the
American Farm Bureau Women’s Committee, review their
grocery receipt with Ronald McDonald and Sunny.

country to
commemorate
the day.
“America’s
farmers and
ranchers work
incredibly hard
to grow the
world’s safest,
most abundant
and most af-
fordable food
supply,” said
Terry Gilbert, a
Kentucky farm-
er and farm
leader who
chairs the AFB
Women’s Com-

mittee. “The quality and affordable
food produced by America’s farmers
and ranchers allows us to have the
lowest comparable food bills in the
world. That is
something we
should all be
grateful for.
Farm Bureau
also will con-
tinue to work
to increase the
economic sta-
bility of Ameri-
ca’s farm and
ranch families.”

According to
the latest Agri-
culture Depart-
ment statistics,
Americans de-
vote only 10
percent of their
disposable income to paying for food.

Stallman read a message from Presi-
dent Bush for the event.

Ronald takes time
Blanchard.

“On national Food Check-Out Day, I

encourage all Americans to recognize
the strength of our agricultural indus-

continued from page 1

would be negotiated from the cur-
rent applied rates rather than higher
World Trade Organization rates
under the U.S. plan.

“All products are ‘on the table.’
That’s important,” said Mary Kay
Thatcher, AFBF public policy direc-

or. “But the most important thing
is that our administration refused
to reduce our domestic supports.
We simply cannot do that in the

FTAA and hope to have any leverage
against Europe or Japan in the WTO
negotiations.

“The flip side of that is that Brazil—
the strongest advocate against our
domestic supports—won’t negotiate
without our domestic supports on the
table. So we are right back to where
Farm Bureau has wanted to be all
along: push the WTO through first and
then complete regional agreements
like the FTAA,” Thatcher said.

U.S. outlines hemisphere-wide trade plan

Counter-proposal negotiations are
anticipated in the next several
months, culminating with a Miami
Ministerial meeting in November,
which the United States is co-chair-
ing with Brazil.

The FTAA process began in 1994
when President Clinton and 33 other
heads of state made a commitment
to liberalize trade in the region. For-
mal negotiations began in 1998 and
are to conclude by January 2005.

try,” wrote the president. “By working
to ensure a safe, abundant and afford-
able food supply, our farmers, ranchers
and others involved in this important
industry are contributing to the health
and prosperity of our nation and coun-
tries around the world.”

It would be easy to take for granted
the safety and affordability of food in
the United States, added Stallman.

“But we need to pause and recognize
the contributions that America’s food
producers give to our society,” he said.
“While farmers are proud of their con-
tributions, as an organization, we are
deeply concerned by the fact that only
19 cents of every dollar we spend for
food goes to the American farmers
who grow it.”

The percentage of disposable personal
income spent for food in the United
States has declined over the last 30
years. In 1970, Food Check-Out Day
would have been 14 days later, on Feb.
20. The decrease in percentage of in-
come spent for food is especially no-
table since trends indicate Americans
are buying more expensive convenience
food items for preparation at home, as
well as more food away from home.

o chat with houseguest Gypsy Rose
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